fenate SUpeRENTL b
Commizes

16 September 2002

Senator Watson

Chairman

Senate Select Committee on Superannuation
Parliament House

Canberra ACT 2600

Dear Senator Watson,

Thank you for the opportunity of making a verbal presentation to the
Committee’s inquiry into the Superannuation Amendment (Choice of Funds)
Bill 2002.

During our presentation to the Committee, Cbus committed to providing
further information in respect to:

Withdrawal fees

Cbus research on member exits

Notional earnings base for award covered employee, and
Comparison in respect to Choice of Fund in Western Australia .

The following information to supplied to the committee in respect to these
issues:

Withdrawal Fees

Chus collates exit fees charged by retail institutions for members who wish to
roll over their funds to Cbus. Information on exit fees 1s provided to members
so that they can make an informed decision as to whether they wish to roll out
of their existing fund.

As a result of our proactive work we are aware that a number of members have
made the decision to retain their funds with their existing provider in order to
avoid incurring fees and charges. This is despite the fact that these members
are not happy with the performance of their existing fund.

Cbus is aware of withdrawal fees that would have resulted in the member
actually paying to leave the fund. As an example, in the last financial year a
member of MLC Master Key Gold Star Account would have incurred a
withdrawal fee of $3,297.69 — or 100.7% of their account balance - if they had
rolled out of the fund. This is not a unique example.
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Cbus believes that the existence of withdrawal fees acts as a barrier to
competition.

A list of withdrawal fees that would have been payable by members rolling
funds into Cbus is provided to the Committee on a confidential basis.

Cbus Research on Member Exits

Cbus recently conducted a survey of exited members to ascertain why they left
the fund. A total of 29% of respondents to the survey answered that the reason

that they left Cbus was because their employer suggested a rollover from the
fund.

A copy of this research is provided to the Committee on a confidential basis.
The research also revealed that at the time of rollover out of Cbus, 64% of
respondents to the survey did not make a financial comparison between Chbus
and their new fund.

This would be of particular concern in a choice of funds environment.

Notional Earnings Base

Cbus understands that the Superannuation Legislation Amendment (Choice of
Superannuation Funds) Bill 2002 will allow an employer to continue to use
existing notional earnings base that are proscribed in awards.

There are some awards where the notional earnings base results in a
superannuation contribution for an employee that is less than the contribution
that would apply 1f the definition of notional earnings base from the
Superannuation Guarantee legislation was used.

Cbus supports superannuation being an allowable matter for arbitration in
Federal Awards.

In respect to the awards that apply in the building and construction industry,
Cbus 1s unaware of any awards where the definition of notional earnings base
results in a superannuation contribution that is less than the definition
applicable in the Superannuation Guarantee legislation.

Chus believes that where the definition of notional earnings for award covered
employees is different from that of the Superannuation Guarantee iegislation

then the defimition that delivers the higher amount should apply.

Choice of Fund in Western Australia

The Western Australian choice of superannuation fund legislation came into
effect on 1 January 1998. The legislation only applies to employees on State
Industrial Agreements, Awards and Orders that require superannuation
contributions to be made for an employee.



The legislation requires employers to notify their employees that they have the
right to choose the fund into which their superannuation contributions can be
paid.

The legislation has resulted in Cbus expanding outside of its core constituency
of building and construction. In fact 80% of new employees in Western
Australia who register with the fund are from areas outside of our core
constituency.

Since Choice of Fund was introduced in Western Australia, the number of
employees who are members of Cbus has increased by 7%. By contrast the
number of employers who contribute to Cbus has increased by 89%.

Date Members Employers
December 1997 34,232 1,389
June 1999 36,470 1,766
June 2002 36,700 2,638

The increase in the number of employers who make monthly contributions to
Cbus has significantly increased the administrative costs of servicing Western
Australian members. If the experience in Western Australia was duplicated
across the rest of Australia, there is no doubt that Chus would find it difficult to
maintain its low cost structure.

Yours sincerely,

/{/ (]/r/wv;» gw— L*’fﬂ

Maria Butera
Marketing Manager



Able to Quantify Exit Penalties (sort by Penalty § value)

Fund Policy Type Exit Fee Account Balance| Penalty as a % of
$ Acc. Bal
AXA Personal Superannuation PS $ 594077 § 18,578.82 32.0%
AXA Personal Superannuation PS5 5 5623.79 § 10,927.96 §1.5%
AXA Retirement Security Plan N/A 5 4,982.45 § 41,369.38 12.0%
AXA Personal Superannuation Ps $ 4,855.84 § 27,639.60 17.58%
AXA Retirement Security Plan N#A $ 363253 § 45,005.68 8.1%
AXA Retirement Security Plan N/A $ 297412 &% 15,581.14 19.1%
AXA Personal Superannuation PS $ 254159 % 20,600.42 8.8%
Norwich Unbundled Crdinary Policy NIA $ 2,226.26 % 12,674.76 17.56%
AXA Retirement Security Plan N/A 5 2,078.97 § 27.261.52 7.63%
RSA Investment Savings Pian N/A 5 193002 % 13,843.28 13.81%
Norwich Personal Superannuation PS $ 191098 § 25,922.57 7.37%
AXA Retirement Security Plan N/A $ 164289 § 10,578.09 15.5%
AXA Personal Superannuation PS L 1,545.10 $ 16,977.81 9.10%
Tower Personal Superannuation PS $ 145129 § 482477 30.08%
FA) Personal Superannuation PSS ] 1,227.06 5 2,537.26 48.36%
AXA T PruPlan N/A § 118980 % 8,263.04 14.40%
MLC PruPlan N/A § 1,180.90 § 8,263.04 14.4%
AMP Whole of Life N/A $ 77554 % 12,333.10 8.29%
AXA Personal Superannuation PS % 376.27 % 1,710.32 22.0%
Total $ 438,108.27 § 334,001.54 14.4%

Able to Quantify Exit Penalties (sorted by Penalty as a % of Account Balance)

Fund Policy Type Exit Fee Account Balance| Penalty as a % of

$ Acc. Bal
AXA Personal Superannuation PS 3 562379 §% 10,927.96 51.5%
FAl Personal Superannuation P3 5 1,227.068 & 2,537.26 48.36%
AXA Personal Superannuation PS $ 594077 § 18,578.82 32.0%
Tower Personal Superannuation PS % 1,451.29 § 4.824.77 30.08%
AXA Personal Superannuation PS $ 376.27 § 1,710.32 22.0%
AXA, Retirement Security Plan N/A $ 2897412 § 15,581.14 18.1%
AXA Personal Superannuation PS 3 485984 § 27,639.60 17.58%
Norwich Unbundied Qrdinary Policy N/A § 2022626 % 12,674.76 17.56%
AXA Retirement Security Plan N/A $ 1642388 § 10,578.09 15.5%
AXA PruPlan N/A $ 1,189.90 § 8,263.04 14.40%
MLC PruPlan N/A 5 1,186.90 § 8,263.04 14.4%
RSA Investment Savings Plan NFA L3 1,936.02 § 13,943.28 13.81%
AXA Retirement Security Plan N/A 3 4958245 % 41,369.36 12.0%
AXA Personal Superannuation PS L3 154510 % 16,977.81 9.10%
AXA Personal Superannuation PS $ 254159 § 203,600.42 8.6%
AXA Retirement Security Plan NfA $ 363253 % 45,005.68 8.1%
AXA Retiremant Security Plan N/A $ 207897 § 27.261.52 7.63%
Norwich Personal Superannuation PS 5 1,81098 § 25,922.57 7.37%
AMP Whole of Life N/& $ 77554 § 12,333.10 6.29%
Total $ 48,108.27 3 334,001.54 14.4%
Key

PS = Perscnal Superannuation
MT = Master Trust
N/A = Not available




REPORT TO C+BUS SUPERANNUATION:
SURVEY OF EXITED MEMBERS

Question 1: What happened to make you decide to transfer out of C+BUS?

A. Lefl employer/lost job 7%

B. Changed industry MM%

C. Persuaded by an agent from another fund 4%

D. Decided another product was better 8%

E. Employer suggested rollover 29%
F. Other 18%

Response A
Response F %

19%

Response B
34%

Response E
29%

Response C
Response D 4%
8%

Members Comments:

33% of people specifically said they rolied over their funds to amalgamate their accounts.
+ “Moved smaller account into larger account”

+ “Easier to manage”

7% moved because their employer paid intc ancther fund
« “Will always roll into his employers fund”
« “Company pushed him into a new super, and he didn’t want to pay 2 fees”

Page 1



REPORT TO C+BUS SUPERANNUATION:
SURVEY OF EXITED MEMBERS

Question 1:  What happened to make you decide to transfer out of C+BUS?

A Lefl employerfiost job 7o

B. Changed indusiry 31%

C. Persyaded by an agent from another fund 2%

D. Declded another prodoct was belter 8%

E. Empleyer suggesied roflover 9%
F. Gther 18%

Resparse &
Response F %

R%

. \ Response B
i KT

Response £
29%

Fesponse C
Reszonse 4%
%

Members Commenis;

33% of people specificatly said they rolled over (heir funds to amsigamate their accounts.
s+ “Moved smalier zeocount inte larger account’

+ "Easier 1o manage”
7% moved because their employer paid inlp ancther fund

» Wil alweys roll into his employers fund”

« 'Company pushed him into a new super, and he didn't want to pay 2 fees”
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REPORT TO C+BUS SUPERANNUATION:
SURVEY OF EXITED MEMBERS

Question 2. Did you make financial compansens between C+BUS and the fund

you chose at the time?
Yes  3G0%

Ng 64%

55}
Be%
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REPORT TO C+BUS SUPERANNUATION:
SURVEY OF EXITED MEMBERS

Question 3. What additional assistance could C+BUS have provided you with

which may have resutted in you remaining with C+BUS?

A, Financlal planning advice 5%

B. Telling you about the tund and its benehts 3%

C. Cost comparison informahen 2%

D. tnvestment periommance Companson 6%

E. Advice apout whether or not you could have conlinued io be a rmember 4%

F. Other 10%

Na additionat assistance 70%

.

Percentage

[ A E & o E f NG
| Ldditional
Fssislance

Members Comments:

7.9% people menticnad they would have liked more advice from the fund

+ “Now Scif employed. | wasn't aware | could have steyed with C+BUST

+ "Found out | could have stayed with C+BUS after the mbover happened”

« “Wanied to stay with C+BUS tut could nét because no fonger in the induosiry, would come
back tomaomow’

« *Advise would have been good at the time bl none was given from C+BUST
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REPORT TO C+BUS SUPERANNUATION:
SURVEY OF EXITED MEMBERS
Question 4. C+BUS provides a number of products which are linked to a

members superannuation account. As | read the following list,

gan you tell me whether you were aware of the product?

A Rember investmen] Choice Yes 8%
B. Home Leans Yes 42%
C. Spouse Contribulion accounts Yes 16%
D, Voeluntary Contribulions Yes 47%

50% -
s Lo

Al

Percentage
[
o
*®

£ = G 8]

product offered by C+BUS
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REPORT TO C+BUS SUPERANNUATION:
SURVEY OF EXITED MEMBEKS

Question 5. Are you satisfied with the superannpuation fund that you rolled

your C+BUS benefits into?
If yos, Wny?  (Can answer mose thar 13 B7% {122 responses)

Further breakdown of why member is satistied vath their new lund:

A, Investment performance (B9 responses )

B. Sccurity of product {45 responses)
C. Fees {61 responses)
D. Invesimen cholce {73 responses)
E. Customer service (D4 responses)
W no, Why? 5% 110 responsess

Further breakdown of why member is nol satistied wain their new fund:

A, lavestment perlormance (B responses)

E. Security of product {0 responses)
C. Fees {2 responses)
0. investment cholce (2 responses)
E. Customer servilce (2 responses)
Unsure 28% (50 rezponses)

)
2%

Paye &



REPORT TO C+BUS SUPERANNUATION:

SURVEY OF EXITED MEMBERS

Question 6. Would you reconsider C+BUS at some time in the future?

Yes 79%

Mo 21%

Wi
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REPORT TO C+BUS SUPERANNUATION:

SURVEY OF EXITED MEMBERS
Question 7, Did you know you couid have remained a member of C+BUS?
Yes 74%
Mo 28%

FPage 7



REPORT TO C+BUS SUPERANNUATION:
SURVEY OF EXITED MEMBERS

114 Members provided addiicnal commeants.

6% Communication 16 Members:

o Would have fiked mire irgulas stalpments and comias
. More [ntormaticn about the tund and Ynancial planmng

+  Wordd have hked mole itilel Arlton

1.35% Unhappy wilth tha Senvicr

« Had no direcd coniact for iis ditferent quencs

Fooily tieated when he palied his maney ot of CHEUS

10.5% Feew

- Funds gel too low when paylng oil the admin 6ol
o Comnbined funds I save on fess
»  Money sitiing ldig, lo05ing money on 1ees

. C4+BUS were laking vut fues when INRMS was NG MenEy going in

8.7% Self Employad:

. Now Selif Employed & super 15 Ued into Dusiness

«  Now Self Emploved and was [t awele could have remained with C+BUS

32 5 % Fund Rules

» C+BUS had & bad clesing clause )
« Wanted more chaice in where 1o invest fils Money, didn1 like the C+BUS withdrawal clause.

€% Insurance
« Rolleg money into & fund with Life Insurante

« Disebility fees oo high

. Would have liked some advise aboud INSUrance packasles
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