CORPORATE SUPER ASSOCIATION

CORPORATE SUPER ASSOCIATION

Senate Select Committee on Superannuation

Parliament House

CANBERRA 2600

Via email: super.sen@aph.gov.au
Attention: Ms S Morton, Committee Secretary

Dear Sirs 

SUPERANNUATION AND STANDARDS OF LIVING IN RETIREMENT

We refer to the recent public hearing on the above topic in Melbourne on 18 July 2002 and now provide the further information requested by Senator Sherry regarding:

1. Levels of contribution and levels of fees and charges, including insurance costs (Committee Hansard, 18 July 2002, pages 467 and 469): see Appendix 1; 

2. Extent of offer and the take-up rates of investment choice in corporate superannuation funds (Committee Hansard, 18 July 2002, page 468): see Appendix 2;

3. Entry and exit fees (Committee Hansard, 18 July 2002, page 469: see Appendix 3; and

4. Compulsory member contributions: see Appendix 4.

Appendix 1 contains all full information on contribution levels and costs.  We have chosen not to extract and tabulate numeric data because the arrangements in our funds are so disparate that to do so would involve selection and omission of data.  We hope that the information provided will meet the Committee’s needs and convey the full gamut of the arrangements provided by our members.

Please contact me if we can be of any further assistance.

Yours faithfully

Elizabeth Goddard

Head of Research

Corporate Superannuation Association

SUPERANNUATION AND STANDARDS OF LIVING IN RETIREMENT

APPENDIX 1

RESPONSES TO SURVEY ON CONTRIBUTIONS AND COSTS

April 2002 & July 2002

FUND
ASSETS

($000)

<500

500-1bn

>1bn
SPONSOR CONTRIBUTIONS
MEMBER CONTRIBUTIONS
ADMIN COSTS
INSURANCE
OTHER SPONSOR

COSTS

1. 
<500
DB Fund         10%            

DC Fund SGC%
5% compulsory for DB
(can choose to go DC instead, but few do)
Sponsor

(DB);
member (DC)
Sponsor  for DB;       member for DC ($1 per week units)
N/A

2. 
<500
9%
SG nil;

other members obligatory 5%
Fund (but surplus was distributed to members to meet admin costs – result is 100% subsidy for 2-3 years) 

Cost of insurance is market rate – no commissions
Nil

3. 
500–1bn

None compulsory now as the contributions were creating financial problems for members

Self-insured


4. 
500-1bn
DB: 14 or 17%;
DC:  all new
employees - 10.5%
DB - 5%
DC - nil
DB - sponsor
DC - member
DB – sponsor pays for standard cover, member pays for additional
voluntary cover
DC – member
All - sponsor continues to contribute during periods of temporary
 disablement

5. 
<500
13%
6%
Fund
Fund
Nil

6. 
<500
Various employer rates ranging from the basic SG rate of 9% to 11.5%.


Member contribution rate varies from nil to 5%. Salary
sacrifice contributions are allowed by most employers and, in the case of "package employees", the entire contribution is salary sacrifice.
Administration costs are met by the Fund and recovered from member
accounts
Insurance costs are met by the Fund and recovered from member
accounts.


All service costs etc are met by the Fund.

7. 
>1bn
9%
Member contributions are flexible.
Member admin paid for by the company. Cost of Investment administration, paid for by the Scheme
Death & Disablement insurance is borne by the member.


8. 
>1bn
DB fund 17% long term rate for majority 

 
0
Employer 

Fund is
self insured and DB so employer is liable 

Education and communication, & expenses of
spouse accounts rollover and allocated pension accounts

9. 
<500
9% SGC for all members other than contracted managers and executives who receive 10%
Members are not obliged to contribute
Administration costs are paid by the member
Insurance costs are paid by the member from their employer
contributions.
Cost of postage to members.   Cost of phone account.

10. 







11. 
<500
16%-DB

 12%-DC
None required
Sponsor.
Sponsor.


12. 
<500
13% for all non packaged
employees; packaged employees: flexible above SG
 
Nil (was 3% until
preservation of member contributions was introduced in 1999!) Removed compulsion because of perception that members did not like to feel their personal savings were inaccessible
Sponsor
Sponsor
Nil

13. 
<500
SGC for non-managerial staff.  Managerial staff: 10% or 15% company contribution
Personal contributions are voluntary and can be made pre or post tax
Administration costs are debited to members' accounts via an Admin fee.  Partial employer cost subsidy (about 50%)
Premiums for members for D&D are debited from their accounts. 
Approx. 900 members have Salary continuance premiums paid by the companies

14. 
<500
DB: 10%

DC: SG rate for non-contributory
members; 10% for those who choose to pay 5% after-tax or 5.88% salary
sacrifice.

Administration costs are paid for by the employer sponsor
DB: sponsor;  Accumulation: a fee based on level of insurance
and  age 
No other services are currently provided

15. 
>1bn



Member: 1-10 units: cost $1 per week per unit death &TPD


16. 
<500
DB  members: 9% or 11.5%

SG for Accumulation members


 5% for Defined Benefit, voluntary for others
Sponsor pays administration costs for Defined Benefit members;  Fund (member) pays for Accumulation
Sponsor pays for Defined Benefit, member pays for Accumulation (0.5% of salary)
Sponsor supports in-house admin in unquantified ways - like provision of IT and HR support

17. 







18. 
500-1bn
DB long term cost 15%

DC  9% 
For DB members: 5%

Fund (for DB, this means ultimate cost borne by employer)
Fund- self insures DB (therefore sponsor meets cost); for DC, member pays about $3 per week


19. 
>1bn
9% for accumulation divisions;
defined benefit - at least SG.
varies depending on defined benefit division - between 1% to 10%
Employer cost (ultimately) for DB members; 
Accumulation members pay an administration fee
Fund pays for DB members.

Accumulation members pay

for their level of insurance cover


20. 
<500
Defined Benefit: long term funding rate is approx 15%. 
No member contribution rate.  Considering introducing compulsory 3%. 
Sponsor
Fund – 1.6% of salary, death & TPD


21. 
500-1bn
15%
Division 1:4% capped
at a max of $1200 pa;

Division 2 – choice.  Younger members resent compulsory; older members likely to choose highest rate of member contrib.
Sponsor
Member: 0.8% of salary


22. 
<500
9% for members of DC Fund only.
5% for Defined
members and nil for DC members.
Fund
- Life insurance - Fund
 
Salary Continuance - Company

23. 
<500
For award based employees, the Company contributes the SGC rate (10% for
"salaried" employees).
Member contributions are made on a voluntary basis
Member pays all direct admin costs. Company meets all
other operating costs (audit, communication, consulting).


Member (voluntary: units $1 per week)


24. 
<500
10% Accumulation Members ;  11.1% Defined Benefit Members
5% obligatory for DB members only
Fund  (employer cost for DB; member cost for Accumulation)



as for admin
none 


25. 
<500
Defined benefit
 
Cat B (a good 2/3 of the membership) - 5%.   

Cat A (Mgmt): zero; small DC group also zero.
Sponsor pays for all expenses and ins costs except for ins premiums for
the DC Cat C group.


26. 
500-1bn
Hybrid DB/DC design.
3% of Ordinary Time earnings into a DC account. In relation to DB, actuary estimates long term rate around 8% so all up
estimated long term rate around 11%
For Plant Payroll: choice of 2.5%, 3%, 4% or 5% of base wage. For Salaried Payroll: 5%. These are
post tax rates. Pre tax contributions permitted at rates that allow for the 15% contributions tax.
Sponsor
Sponsor [fund is self insured]

Fund secretary costs; some Trustee costs e.g. air travel to meetings.

27. 
<500
DB 9%

DC 9% 
With respect to the defined benefit section in most cases the minimum
rate is 5%. No contributions are required for the accumulation section of the fund.

Defined benefit section, the employer; accumulation section, subsidised by employer, however members are charged $52 per year.



Same as per 3.

Subject to certain exceptions the employer pays for contributions
surcharge tax, plus no contributions tax is deducted from member's
accounts.

28. 
<500
SG for DC and as required for DB 

5% for DB;  nil for DC 

sponsor 

Fund for DC: about 0.5% base salary; sponsor for Defined Benefits 
nil

29. 
<500
Members are
credited with 10% of their benefit base salary (which is roughly 85% of
their total employment contract).
there is no obligatory member contribution rate

Fund pays all admin costs.

Fund self insures - no charge to the member



30. 
<500
DC 12% of salary
 DB 13.5%
Nil - all voluntary.  Also salary sacrifice available.  Changed as response to feedback: members do not trust government policy on super & want flexibility 
Member
Member.  Cost 1.5% of salary, rising to 2% (death, TPD & salary continuance)
Sponsor provides time for Trustees at meetings, HR people at sites, payroll services to super;
employees to attend super information sessions.

31. 
<500
Average of 12.5% 
voluntary (any rate) 
Fund
Sponsor 
Nil

32. 
500-1bn
Defined benefits


Various categories:

Defined Benefit 

Cat 1
4%

Cat 2
5%

Cat 2A Nil


The employer pays all costs associated with the running of the Plan.
The employer pays the cost of basic death & TPD and salary continuance for all members – members can purchase additional units of insurance for which they pay the premiums ($1.20 per unit p.w. for death & TPD;  50c per unit p.w. for death only i.e. casuals)


33. 
500-1bn
Varies - mostly SG.
 
Not obligatory - members choose.
Members.

Members in 99% of cases.

Cost: average less than $1 per week
One or two sponsors pay for financial planning, the fund pays for almost everything
itself.

34. 
500-1bn
13%

 

 
Totally optional
Fund - deducted from member accounts

Fund - deducted from member accounts: Market rates, no commission
None

35. 
<500



Fund: cost per member <$1 per week


36. 
<500
DB contribution rates vary from the SG rate to 20%. All defined benefit categories are closed to new members. New members: SG rate.
DC: 9% 
For most DB members the rate is 5% of salary. There are no compulsory contributions for accumulation members.  No surveys.
Paid from the company
contributions for DB members. Accumulation members pay $1 per week and the balance comes from fund surplus and is therefore a company subsidy.

Insurance costs for DB members are covered by the company
cont.  Accumulation members pay for a base level of cover plus extra units of cover if they wish 
None.

37. 
<500
The notional cost of providing benefits is about 12%.

   


There is no compulsory member contribution. Members can choose a rate from 2,4,6 or 8% plus contribute more on an accumulation basis if they wish
At present most of the admin costs are redirected back to the fund
The fund is self-insured.   
There is no specific item, only that the fund obtains intangible benefits by being closely associated with the corporate environment.

38. 
>1bn
On average 15%.

 
5%

Most people would prefer not to have compulsory contributions.  Employer moving to salary sacrifice
Sponsor

Sponsor
N/A

39. 
<500
Current SG rate
Not obligatory
Sponsor
Sponsor


40. 
<500
DB long term rate 23.3%

DC 9-10%
Not compulsory

Self insured.  Some post 98 accumulation members charged for insurance


41. 
500-1bn
DB long term 18.4%

DC 9%


Member contributions are now optional and can be anywhere from 0% to 40 %  & can be salary sac (made flexible in response to views of younger members)
Employer
Self insure.  No life insurance for accumulation members
.Employer meets all costs 

except for direct investment costs

42. 
>1bn
DC members vary between 13% and 20% depending upon 
employees pay band.  Most employees are on 13% or 14%.  DB
long term rates 14-15%.
DC members are required to make a 4% member contribution.  For DB
members the contribution varies between 0% and 5%.


The Fund pays all administration costs

The Fund self insures.  For DC members a notional insurance premium
is deducted from their accounts.  For DB members, there is no deduction.
The sponsor pays for the costs of the Fund secretariat (excluding
salaries and certain on-costs).

43. 
<500
9-10%


DB: obligatory at 1,3 or 4% depending on date of entry, credited as a 5% employee contribution.

DC members: matching additional employer support of 1% to 3% of employee voluntary contributions.

Low income members find 5% hard – but when they had a choice between DB  and DC most stayed DB
Fund currently
paying out of surplus
Fund currently out of
surplus
Individual financial planning

44. 
500-1bn
DB 6%

DC 9%

(hybrid)





45. 
500-1bn
12% for accumulation members - funded from surplus.

D/B long term rate 9-21%
zero


 fund from surplus - no impact on member benefit
fund from surplus - no impact on member benefit
none

46. 
<500
10% 

 
 5%
 Fund
Fund: $536 per member average per annum.
Nil

47. 
<500
Corporate contribution rate varies - minimum 9% - 11% - 16% - 20%.
 5% for Defined Benefit members
Sponsor and member
Self-insured and a charge is made to the member.
Salary Continuance Insurance

48. 
>1bn
For defined benefit a notional 13%.

For accumulation it is 9%.
Members can nominate their level of contributions between nil and 10% so it isn't obligatory.  93% of DB are happy on survey.
Fund (therefore, ultimately sponsor) for defined benefit; by members for DC



Ditto to 3 for insurance costs: market rates


49. 
<500
DB 12%

DC 9%
N/a
Sponsor
Sponsor
Retirement seminars 

50. 
500-1bn
17% or 9%


7% for those with 17% employer support.

Market research: contribution levels are high, (noted particularly in early working life) but acknowledged that benefits are very good.  Half contribution levels introduced for flexibility for lower salary levels.
Member 
.
Group life arrangement charged to member account ($1.35 per week per unit)- group life bonuses redistributed back to members


51. 
<500
6%
4%
Fund
Fund


52. 
>1bn

No compulsory contributions

Sponsor basic, member can buy extra


53. 
<500
14%
 


Voluntary contributions up to the max tax deductible
Sponsor

Sponsor
The company pays for everything including surcharge to Fund the Defined Benefit

54. 
500-1bn
Mgrs 10%; Staff (non-award): SG Rate
 



Mgrs 5% and staff 2.5%

Fund i.e. Members pay, charged to earnings. Company pays for any company
costs
Fund i.e. Members pay
approx $1.30 per week
Company funded Group Salary Continuance Plan 75% of
salary after 3 months wait.

55. 
<500
9.75% to 12.75%
 
 
 
2%-5% 

The Fund pays all
costs associated with running the scheme

The Scheme pays for
insurance cost which is costed against each members account.
Everything is costed to the Scheme
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APPENDIX 3

INFORMATION ON ENTRY AND EXIT FEES CHARGED BY MEMBER FUNDS

In August 2002, our 50 member funds were asked whether they charged entry or exit fees to members.

100% reported Nil entry fees.

2 funds responded that they charged an exit fee towards the cost of processing the member’s benefit payment including completing the required paperwork.  The fee was $35 in one case, $72 in the other.  

SUPERANNUATION AND STANDARDS OF LIVING IN RETIREMENT

APPENDIX 2

RESPONSES TO SURVEY ON INVESTMENT CHOICE

August 2002

1. Basis of Survey

55 large Corporate Super Funds representing over 85% of the total corporate superannuation sector in Australia were asked to respond to the following questions:

a) Does the fund offer investment choice to members?

b) How many options are offered?

c) What percentage of members exercise the choice?

2. Results

No. Responses
38 (70% Response)

No. Offering Investment Choice
23 (61%)

No. NOT Offering Investment Choice
15 (39%)

Average No. of Investment Choices offered
6

Take up rate of Investment Choice 
Mostly less than 20%


Varies from 2% - 100%

3. Notes

The variation in reported take-up rate is attributed to variations in: 

a) the general level of education of fund members;

b) the degree of financial knowledge of fund members; 

c) resources devoted to communication of investment choices to members;

d) the form in which fund choice is offered; and

e) the method of measuring take – up rate (some funds included a conscious choice to take default; others reported the numbers opting to take a choice other than default). 

RESULTS OF RESPONSES

FUND
INVESTMENT CHOICE OFFERED
NO OF OPTIONS
TAKE UP OF OPTIONS OTHER THAN DEFAULT

1. 
No



2. 
Yes
8
2-3% after 9 months

3. 
Yes
3 plus mixed options
50% of accumulation members

4. 
Yes
3
11%

5. 
No – but offer fund choice (can opt out of DB fund)

2 out of 35,000

6. 
yes
4
20%

7. 
No



8. 
Yes
3
N/A

9. 
Yes
7
15%

10. 
Yes
3
From 1/1/03 – no experience yet

11. 
No



12. 
Yes for DC

100% (all voluntary contribs to this plan)

13. 
Yes
2
50%

14. 
Yes
8
<10%

15. 
Yes
4
25%

16. 
No



17. 
No



18. 
Yes
26
65%

19. 
Yes
5
43%

20. 
No



21. 
Yes
3
5-10%

22. 
Yes
4
15-20%

23. 
No



24. 
No



25. 
No



26. 
No



27. 
Yes
4
7.5%

28. 
Yes
10
67%

29. 
Yes
4
5%

30. 
Yes
7
20%

31. 
No



32. 
No



33. 
Yes
7
40%

34. 
No



35. 
Yes
7
33%

36. 
Yes
8
20%

37. 
Yes
4
100%

38. 
No



NO. OF INVESTMENT CHOICES BY TAKE UP RATE
TAKE UP RATE

NO. OF INV. CHOICES
0-10
11-20
21-30
31-40
41-50
51-60
61-70
71-80
81-90
91 - 100
Totals


8
3

7
3




4



2
4

7









3
7











3
4


2








8
7
4

5

26






3
8











4





10






4













Total No. of Funds
8
6
1
2
3

2


1
23

% of Total Funds Offering IC
35%
26%
4%
9%
13%

9%


4%
100%

Ave. No. Choices
4.4
5.5
4
7
3.3

18


4
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APPENDIX 4

ATTITUDES TO COMPULSORY CONTRIBUTIONS

Of 51 Funds surveyed in April 2002, 30 indicated that they required compulsory member contributions in their defined benefit plans.  The rates varied between 1% and 10%, with a mode of 5%. 

A further survey in August 2002 indicated that only one fund had conducted formal research into member attitudes to compulsory contributions.  However, many had informal feedback of various types.

The formal research indicated that:

· Member contributions were acknowledged to play a role in ensuring that final benefits were generous;

· Members wanted flexibility rather than compulsion.

Informal feedback was as follows:

Three funds reported that if members disliked making compulsory contributions they had the option of choosing to be members of a defined contribution plan instead, but few had chosen to do so.  

Some reported that they had moved away from or reduced compulsory member contributions in response to various concerns:  member financial strain (2); concern after the changes to preservation rules in 1999 that members could not access their contributions on leaving employment if under 55 (2); desire for greater flexibility for members (5).

Two funds reported that they would like to see compulsory member contributions introduced.  

Three funds commented that compulsory contributions were less well accepted by younger members and that their value was much better appreciated by those close to retirement.  This was reflected in the levels of voluntary or flexible level member contributions.
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