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Executive Summary 

This is the Government Employees Superannuation Board’s (GESB’s) 2015/16 Statement of 
Corporate Intent (SCI).   

It provides information on: 

 the strategic, environmental and policy framework in which GESB will operate in 2015/16; 

 GESB’s 2015/16 strategic priorities, performance targets and initiatives; and 

 financial forecasts for 2015/16. 

GESB committed significant resources in 2013 and 2014 to the outsourcing of administration 
services to The Link Group’s Australian Administration Services Pty Ltd (AAS) which occurred on 
1 July 2014. As this was one of the final State superannuation reforms outlined in Putting 
Members First - A Review of Superannuation Arrangements for the WA Public Sector1, the GESB 
Board has refocused on GESB’s longer term strategic direction.  

As part of this process GESB’s purpose, goal, key result areas and initiatives were all reviewed 
within the context of GESB’s enabling legislation and the Heads of Government Agreement 
(HoGA) between the State of WA and the Commonwealth.  

GESB’s revised purpose is to ‘look after members’ superannuation with excellence’ and its 
corporate goal is to ‘provide cost effective, risk controlled, sound returns and trusted services to 
members and employers’.  

GESB will be focusing resources on being an excellent provider of superannuation services to its 
members. Key strategic issues for the organisation in 2015/16 are: 

 continuing to be relevant to members; 

 maintaining sound investment returns;  

 ensuring GESB employees and related employees of outsourced providers are engaged; 

 strong outsourced provider management to ensure value for money; 

 ensuring cost effective and efficient operations; and 

 managing implementation of required legislative changes including the State policy on the 
Commonwealth Government’s Stronger Super MySuper reforms for GESB’s default 
accumulation schemes and small account consolidation.  

GESB’s financial forecasts for 2015/16, which are presented in this SCI, show projected funds 
flows, Funds under Management (FuM), budgeted expenses and capital investment required to 
support the future GESB organisation.  The financial outcomes for future years, including the 
potential impacts that will flow from implementation of Commonwealth reforms, are presented in 
the Strategic Development Plan (SDP).  

 

                                                
1
 Whithear 2010. Putting members first – A review of superannuation arrangements for the WA public sector. 
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1. GESB Overview 

GESB is a State Statutory Authority which administers a number of Exempt Public Sector 
Superannuation Schemes (EPSSSs). GESB was established under the Government Employees 
Superannuation Act 1987 and was continued as the same legal entity under the State 
Superannuation Act 2000 (SSA) when the previous Act was repealed.  An EPSSS is a scheme 
that the Commonwealth has agreed to exempt from the Superannuation Industry (Supervision) Act 
1993 (SIS Act) governing legislation. This is in recognition of the complexities associated with, and 
the relevant State laws governing, public sector schemes. 

1.1. Heads of Government Agreement (HoGA) 

The State of WA is a signatory to the HoGA with the Commonwealth in respect of all its public 
sector superannuation schemes. Under the HoGA, in recognition of the circumstances 
surrounding the GES schemes (such as the complex nature of the defined benefit schemes, the 
public accountability of the schemes, the State laws governing the schemes’ Constitutional 
Protection and State prudential controls), the Commonwealth agreed to exempt the GES schemes 
from the relevant Commonwealth governing legislation for superannuation funds, i.e. SIS Act. 

As a consequence, the SIS Act provides that EPSSSs, such as the GES schemes, are deemed to 
be complying superannuation funds for Superannuation Guarantee (SG) purposes under the 
Superannuation Guarantee (Administration) Act 1992 and for income tax purposes under the 
Income Tax Assessment Act 1936. 

In return for these exemptions, the State Government agreed to ensure that members’ accrued 
benefits will be fully protected. A fundamental component of the HoGA is also compliance with 
Commonwealth Retirement Income policy where practicable. The incorporation of the relevant 
principles is evident in the SSA and State Superannuation Regulations 2001 (SSR). 

Commonwealth Retirement Income Policy 
The purpose of superannuation is to ‘provide retirement savings for people that will give them an 
overall retirement income higher than the Age Pension alone can provide’.2 At a high level, the 
objectives of the Australian superannuation system are to: 

 provide an adequate level of retirement income; 

 relieve pressure on the Age Pension; and  

 increase national savings, creating a pool of patient capital to be invested as 
decided by fiduciary trustees. 

 

To ensure that its retirement income policy is sustainable in the context of an ageing society, 
Australia has a three pillar approach to the provision of retirement incomes, comprising of: 

 the means tested and publicly funded Age Pension;  

 compulsory private savings through the SG arrangements; and  

 voluntary private savings, supported by taxation concessions.  
 

As the Australian superannuation industry matures further developments will continue to shape 
the retirement income system. 

1.2. GESB’s Purpose and Corporate Goal 

GESB provides superannuation administration and member services, simple advice, and other 
ancillary products and services to its members.  GESB also provides administration services to the 
State for its defined benefit schemes and investment services for members and the State with 
effective diversification to deliver sound, risk-adjusted, long-term net returns. 

The Board identified the need to review GESB’s strategic direction and priorities following the 
transition of administration services to the Link Group on 1 July 2014. GESB’s purpose, corporate 
goal and key result areas were revised to reflect State and Commonwealth policy objectives and 

                                                
2
 Australian Government; The Treasury; http://www.treasury.gov.au/Policy-

Topics/SuperannuationAndRetirement/supercharter/Report/Chapter-1 
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also GESB’s governing legislation to act, as far as practicable, in the best interests of members 
while performing its functions. 

To reflect the revised strategic direction, GESB’s purpose has been changed from ‘improving our 
members’ long term financial well-being’ to ‘looking after members’ superannuation with 
excellence’. The revised purpose more accurately reflects GESB’s focus on being an excellent 
provider of superannuation services to its members.  

GESB’s revised corporate goal is to ‘provide cost-effective, risk-controlled, sound returns and 
trusted services to members and employers’. 

GESB is a values-based organisation. GESB’s values are:  

 Put members first – We are committed to providing excellent default superannuation and 
retirement products and related services that meet members’ needs.   

 Sustainable performance – We are committed to continually delivering cost-effective, 
risk-controlled products and services with well-regarded performance.  

 Achieve together – We partner with our members, the State, employers and other 
stakeholders to successfully deliver on our purpose.  

 Act with integrity – We approach every aspect of our work ethically, and operate 
transparently and with full accountability. We demonstrate our sense of responsibility, by 
‘taking ownership’ of issues to ensure a satisfactory outcome. 

1.3. Corporate Responsibilities  

At all times, GESB operates to achieve its purpose under prudent commercial principles, the 
specific requirements of its governing legislation and broader responsibilities of good corporate 
citizenship. GESB’s corporate responsibilities include:  

 State Regulatory Compliance. The SSA governs the powers and functions of the GESB 
Board and responsibilities toward members. The SSR set out the rules of the 
superannuation schemes. 

 State Government Policy. As a Crown agency, GESB acts in accordance with relevant 
State Government legislation and policies.  

 HoGA. Schemes managed by GESB are exempt from the Commonwealth governing 
legislation for superannuation funds (the SIS Act), Corporations Law, parts of the 
Superannuation Guarantee (SG) (Administration) Act 1992 and parts of the Income Tax 
Assessment Act 1997.  However, GESB’s schemes are deemed to conform broadly to the 
principles of the relevant Commonwealth legislation under the HoGA. 

 Commonwealth Regulatory Compliance. GESB aligns to Commonwealth regulatory 
requirements as a matter of best practice, where practicable.  

 Competition and Consumer Act. GESB manages compliance with the Australian 
Consumer Law in the Competition and Consumer Act (2010) through policies, procedures 
and internal legal review. 

1.4. The Treasurer  

The Treasurer is the prudential regulator, employer sponsor and guarantor of the GES Fund.  The 
Treasurer also has a role in matters that affect the financial rights and obligations of the State 
along with the general operation of GESB.  The Treasurer is the responsible Minister for GESB. 
Specific responsibilities of the Treasurer under the SSA include (but are not restricted to): 

 administering the SSA and SSR; 

 overseeing WA public sector superannuation policy generally; 

 issuing Prudential Guidelines that cover the nature of investments that the GESB Board can 
make; 

 issuing Reserving Guidelines which govern the reserving of the GES Fund; 

 approving the appointment of Investment Managers; 
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 approving GESB’s SCI & SDP; 

 making and amending regulations; 

 nominating GESB Employer Directors, Chairman and Deputy Chairman for appointment by the 
Governor in Executive Council; 

 directing the GESB Board; and  

 directing WA public sector employers around superannuation practice and procedures. 

1.5. The GESB Board 

As a Crown agency and body corporate, the GESB Board has powers and functions under the 
SSA and has a statutory obligation to act in members’ best interests as far as practicable.  GESB 
is accountable to the Treasurer.   

Under the Statutory Corporations (Liability of Directors) Act 1995, its directors owe GESB similar 
duties to those owed by directors under the Commonwealth Corporations Act 2000.  The GESB 
Board must serve the interests of its members as far as practicable within the State’s policy 
framework. 

The GESB Board is responsible for the overall governance and performance of GESB in 
accordance with the SSA. The GESB Board has responsibility for all matters relating to the 
operation of GESB. In governing GESB, the GESB Board sets the values and standards and 
ensures that GESB’s obligations to its members and other stakeholders are understood and met. 

In carrying out its responsibilities, the GESB Board undertakes to act honestly, fairly and diligently 
to create and build value for members, having regard to the interests of all stakeholders including 
members, employers, employees, the State, suppliers and the broader community. 

Section 8 of the SSA provides that the GESB Board comprises seven directors of whom - 

 one is to be appointed by the Governor as chairman on the nomination of the Treasurer;  

 three are to be appointed by the Governor as Employer directors; and 

 three are to be elected in accordance with the regulations as Member directors. 

1.6. State Policy Initiatives 

The State government’s major superannuation policy initiatives to be actioned in 2015/16 include:  

 finalisation of a policy response to the Commonwealth’s Stronger Super initiatives in 
relation to MySuper, Super Stream and Governance;  

 completion of the implementation of remittance of unclaimed/lost super monies to the 
Australian Tax Office (ATO); and 

 to review the impact on the State of any Commonwealth Government legislative changes 
resulting from the Financial System Inquiry (FSI) recommendations. 

1.7. Our Business – Nature and Scope 

As a State Government superannuation and retirement services entity, GESB manages 
superannuation accounts and investments for more than 331,000 (as at 31 December 2014) 
current and former WA public sector employees. GESB manages an investment portfolio of 
$20.2bn (as at 31 December 2014) of which 86% ($17.34bn) is managed for members in market 
linked schemes where members bear the investment risk and $2.85bn is managed for the State to 
support its defined benefit liabilities.   

GESB’s investment framework operates in accordance with Prudential Guidelines issued by the 
Treasurer.  

GESB is primarily a self-funded agency, though it recovers the operational costs of administering 
the State’s defined benefit schemes and other Government related activity including the cost of 
Government services, from Treasury.  Income is generated through: 

 account administration fees debited to accounts for members of market linked schemes; 
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 account administration and investment management fees charged to the State for 
administering the defined benefit schemes;3 

 investment management fees from member funds of market linked schemes; and 

 insurance administration fees from member insurance premiums. 

GESB maintains insurance cover for risk events through RiskCover which provides $300 million 
cover for general liability and $300 million cover for professional liability which includes fraud or 
operating risk events.  Directors’ & Officers’ liability cover of $50 million is maintained through the 
open market.  Business insurance does not protect against investment volatility. The Board also 
mitigates risk through a system of internal controls. 

Operating under the SSA regulatory framework, GESB delivers cost effective and trusted products 
and services to members and the State. The fee structure and focus on containment of operating 
cost has ensured that GESB’s cost per member is $144.4 The industry average is $237 per 
member.4 In relation to the market linked schemes, the net excess of income over cost is 
transferred to reserves to cover members’ interests and mitigate the impact of an adverse event. 

1.8. Fund Overview 

a Guarantees 

The State guarantees to pay every benefit payable under a scheme, including the accumulation, 
retirement and defined benefit schemes.5 This is particularly relevant for members of the State’s 
defined benefit schemes which are not fully funded.  

The State does not guarantee any particular investment performance for members of the 
retirement and accumulation schemes; however a guaranteed benefit component exists for West 
State Super (WSS) members who joined the scheme prior to 1 July 2001. This guarantees that a 
WSS member’s benefit cannot be less than the account balance as at 1 July 2001 plus CPI+2% 
p.a. If such a situation arises, the additional amount credited in order to bring the benefit up to this 
figure is the benefit guarantee amount.  

The State does guarantee that there are sufficient assets and liquidity to pay an accrued benefit 
when it is due and payable. The guarantee, together with the Operational Risk Reserve (ORR) 
and the Minimum Benefit Guarantee Reserve, protects the Fund and members’ benefits in the 
event of loss as a result of an operational risk event. The ORR also serves to protect the State in 
the event of a loss resulting from an operational risk event. 

 

b Schemes Profile  

GES Fund Units Jun-13 Jun-14 % Change 

Funds under Management (including reserves) $bn 15.9 18.8 18.2% 

Gold State Super & Pension Scheme $bn 2.6 2.8 7.7% 

West State Super $bn 9.7 11.2 15.5% 

GESB Super $bn 1.5 2.0 33.3% 

Retirement Income $bn 2.0 2.7 35.0% 

Reserves $m 118 148 25.4% 

Members # 332,583 333,096 0.2% 

Member Accounts # 366,856 366,292 -0.2% 

Gold State Super Accounts # 43,196 40,765 -5.6% 

  Current Accounts # 14,555 13,059 -10.3% 

                                                
3
 State’s defined benefits schemes administered by GESB include the Parliamentary Pension Scheme (PPS), Judges Pension Scheme 

(JPS), Gold State Superannuation (GSS), WA Public Sector Pension Scheme. 
4 SuperRatings Benchmarking Survey 2015; the methodology for establishing dollar costs per member was the 2013/14 identified MER 

costs for the whole of the fund divided by total fund membership. 
5
 State Superannuation Act 2000, Division 5, Sections 31 and 32. 
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  Deferred Accounts # 28,641 27,706 -3.3% 

West State Super Accounts # 203,074 197,635 -2.7% 

  Active Accounts # 99,376 92,122 -7.3% 

  Inactive Accounts # 103,698 105,513 1.8% 

GESB Super Accounts # 106,345 112,520 5.8% 

  Active Accounts # 74,551 70,525 -5.4% 

  Inactive Accounts # 31,794 41,995 32.1% 

Retirement Income Accounts # 6,558 8,085 23.3% 

  Allocated Pension Accounts # 6,415 7,943 23.8% 

  Term Allocated Pension Accounts # 143 142 -0.7% 

Pension Scheme  # 7,683 7,287 -5.2% 

  Recipients # 7,548 7,172 -5.0% 

  Contributors # 135 115 -14.8% 

Source: GESB Analytics 2013/14 

 

GESB also administers the Parliamentary Pension Scheme (PPS) and Judges Pension Scheme 
(JPS) on behalf of the Parliamentary Superannuation Board and the Treasurer respectively. These 
schemes are not included in the GES Fund.  
 

Parliamentary and Judges Schemes Units Jun-13 Jun-14 
% 

change 

P.P.S.   # 130 128  -1.5% 

  Contributors # 10  10 0.0% 

  Pensioners # 120  118 -1.7% 

J.P.S.   # 108 110  1.9% 

  Active # 45  47 4.4% 

  Pensioners # 63  63 0.0% 
Source: GESB Administration Services 

 

1.9. GESB’s Performance 

2013/14 was a time of significant change due to administration outsourcing, however GESB 
continued to perform well and was recognised in the industry, and by members and employers: 

 GESB was recognised as a Top 20 ‘Best Practice’ agency by the Office of the Auditor 
General, 

 Member satisfaction with the service provided by the Member Services Centre (MSC) was 
extremely high over the 2013-2014 financial year at 90%, with 80% of members scoring 
GESB 8-10 (out of 10)6, 

 Employer engagement with GESB increased to 88% in 2014 from 81% in 2013 and 89% of 
employers indicated they would choose GESB as the default if given a choice7, 

 Staff satisfaction remained strong at 62% in June 2014 through the period of significant 
uncertainty.8 

                                                
6
 GESB Member Services Satisfaction Research (Financial Year 13/14), Painted Dog Research 

7
 GESB Employer Satisfaction and Engagement Research (August 2014) Painted Dog Research 

8
 GESB Employee Satisfaction Research (June 2014) Painted Dog Research 
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2. Performance Targets 

2.1. Key Results Areas 
GESB reviewed its key result areas as part of its strategic review. Major initiatives and key 
business activities in 2015/16 are aligned with achieving in these four key result areas: 

1. Financial Performance for Members  

a. Net benefit to members through cost-effective, risk controlled, sound returns 

2. Service and Engagement 

a. Members informed about their superannuation 

b. Employers meeting their superannuation obligations 

3. Efficient and Effective Operations 

a. Value for money products and services 

4. Engaged People 

a. A professional environment enabling staff to deliver on agreed outcomes and meet 
member and employer needs. 

GESB is focussed on delivering good value to members and the State and be self-sustaining.   

The key result areas reflect GESB’s focus on providing net benefits to members through sound 
investment returns, low fees and through increased member engagement with their 
superannuation.  

GESB is also focussed on providing ongoing support to employers, particularly during the 
continued implementation of the Commonwealth Government’s SuperStream initiatives and the 
transition to Link’s Employer Access system.  

Maintaining appropriately skilled staff is critically important in order for GESB to continue to deliver 
services to members and employers. A key objective of outsourcing administration services is to 
maintain or improve services to members and employers and to deliver these services efficiently. 
Strong oversight and management of outsourced contracts will ensure continued delivery of high 
quality and value for money services for members, employers and the WA State Government.  

GESB uses a balanced scorecard approach to performance measurement.  The key indicators in 
this report measure value delivered to members, sustainability and quality of delivery of services.  
These include key effectiveness and efficiency performance indicators, as required by the 
Financial Management Act 2006.   
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The following measures and targets have been set for GESB’s key result areas for 2015/16: 

 

 
The 2014/15 Forecast was prepared in line with the Treasury mid-year review process in October 2014. It includes 
actual expenses up to 30

th
 September 2014 and a projection of expected activity from 1

st
 October 2014 – 30

th
 June 

2015. 
1. “Below median” targets GESB fees being lower than the median fee of all superannuation funds as reported by 

SuperRatings Benchmark Report. 
2. Member Satisfaction is a survey performed by Painted Dog (reported quarterly) and is the % of members who are 

satisfied with the service provided by GESB (6 to 10 out of 10). 
3. Employer Engagement is a survey conducted annually with and is the % of employers engaged with GESB 

measured using a model developed by Painted Dog Research which incorporates 6 ‘satisfaction’ and ‘loyalty’ 
measures. 

4. The Budget Administration Cost per Accumulation Account in 2015/16 of $124 is based on total admin costs of 
$33.4m and average account numbers of 270,085.  The budget Administration Cost per Defined Benefit 
Account of $169 is based on total admin costs of $7.1m and average account numbers of 41,795. 

Key assumptions for 2015/16 budget:  

 Projections include assumptions relating to investment performance, salary increases and member behaviour. Any 
variations between these and actual performance could impact GESB’s key result areas. 

 An investment return of 5.4% is applied for 2015/16 based on advice from GESB’s asset consultant, JANA 
Investment Advisers.  The investment return of 8.2% p.a. used in the 2014/15 SCI and SDP was provided by 
Mercer (GESB’s previous asset consultant) and was based on Mercer’s long term (20 years plus) model.  Mercer 
did not provide explicit projections for a five year time period. JANA now provides both long term (20 years plus) 
and medium term (five years) return projections.  JANA’s medium term projections are applied in the 2015/16 SCI 
and SDP as the five year basis aligns with the SDP’s five year forecast period.  For comparative purposes, JANA’s 
long term projected rate of return is 7.6% p.a. 

 It is important to note the investment return forecast reflects the GES fund as a whole and applies the aggregate 
GES Fund asset allocation as at February 2015.  JANA’s pre-tax asset class return assumptions are applied for 
Gold State Super (GSS), WSS and Retirement Income (RI) schemes.  JANA’s post-tax asset class return 
assumptions are applied for the GESB Super scheme. 

 For the cost to asset ratio, costs include operating and investment management expenses.  

 Investment management costs include manager out-performance fees. 

 GESB continues to be default fund for most WA public sector employers. 

 
 

Key Results Key Indicators Frequency Unit 2015/16 2014/15 2014/15 2013/14

Area Budget Budget Forecast Actuals

Gold State Super (Net of Fees and Tax) Return vs Primary Objective Quarterly # Outperform Outperform Outperform NA

GESB Super Default Plan (Net of Fees and Tax) Return vs Primary Objective Quarterly # Outperform Outperform Outperform NA

West State Default Plan (Net of Fees and Tax) Return vs Primary Objective Quarterly # Outperform Outperform Outperform NA

Retirement Income Conservative Plan (Net of Fees and Tax) Return vs Primary Objective Quarterly # Outperform Outperform Outperform NA

Gold State Super (Net of Fees) Return vs Benchmark Quarterly # Outperform Outperform Outperform NA

GESB Super Default Plan (Net of Fees) Return vs Benchmark Quarterly # Outperform Outperform Outperform NA

West State Default Plan (Net of Fees) Return vs Benchmark Quarterly # Outperform Outperform Outperform NA

Retirement Income Conservative Plan (Net of Fees) Return vs Benchmark Quarterly # Outperform Outperform Outperform NA

WSS Default Plan Fee Quartile Quarterly # Below Median
1

Below Median
1

Below Median
1 NA

GESB Super Default Plan Fee Quartile Quarterly # Below Median1 Below Median1 Below Median1 NA

Funds Under Management Monthly $bn 23.0 20.2 21.4 18.8

Net Funds Flow Monthly $m 888 791 787 1,002

Administration Expenses Monthly $m 45.0 43.9 47.4 54.5

MER (excluding contribution to reserves) Monthly % 0.39 0.41 0.41 0.53

Cost to Asset Ratio Monthly % 0.59 0.53 0.54 0.57

MEMBERS Member Satisfaction
2 Quarterly % 80 80 80 90

EMPLOYERS Employer Engagement
3 Annually % 75 75 75 81

Administration Cost per Accumulation Account5 Monthly $ 124 118 122 114

Administration Cost per Defined Benefit Account
5 Monthly $ 169 185 169 232

      -  Gold State cost per member Monthly $ 150 155 150 231

      -  Pension Scheme cost per member Monthly $ 273 346 264 235

Staff Satisfaction Half Yearly % 55 55 55 62

Unplanned Turnover Half Yearly % <25 NA NA NA
ENGAGED PEOPLE

INVESTMENTS

INVESTMENT PERFORMANCE

FEES

FINANCIAL PERFORMANCE

EFFICIENT OPERATIONS

2. SERVICE AND ENGAGEMENT

3. EFFICIENT OPERATIONS

4. ENGAGED PEOPLE

1. FINANCIAL PERFORMANCE FOR MEMBERS
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3. Major Programs of Work - 2015/16 

In 2015/16, GESB remains committed to continuing to provide efficient, low cost superannuation 
and retirement products and services that meet its members’ and the State’s needs in a 
sustainable and responsible manner. A number of new initiatives are being implemented aimed at 
improving the member experience and/or increasing efficiency. 

GESB has a strong risk management and compliance culture that ensures protection of fund 
assets.  The priority areas of focus for 2015/16 are as follows: 

Area Initiatives   

State and 
Commonwealth 
Reform 

 

State reform:  

 Implementation of Lost Unclaimed Superannuation legislation; 

 Implementation of transitional arrangements for new Commonwealth data and 
contribution standards by ensuring GESB's clearing house is able to remit Choice 
contributions to Funds in the required standard format. 

Commonwealth reform: 

 Implementation of Stronger Super MySuper strategy for GESB accumulation 
default members; 

 Implementation of any other Commonwealth legislative changes where relevant 
and consistent with the HoGA.  

Financial 
Performance for 
Members 

Investment strategy: 

 Continue to progress the implementation of appropriate diversification of asset 
classes and investment strategies.  

Fees:  

 Introduction of user pays fees. 

Service and 
Engagement 
 

 

Members: 

 Maintenance of service levels to members, whilst ensuring value for money;  

 Small inactive account consolidation; 

 Focus member communication around information and engagement in 
superannuation;  

 Focus on digital strategies as a cost effective way to engage and service 
members; 

 Implementation of a State compliant responsive and accessible website;  

 Simplified product offering to members aligned with MySuper requirements;  

 Review of GESB’s insurance product offerings to ensure they are appropriate for 
members. 

Employers: 

 Continued provision of all services currently provided to employers by GESB 
directly and through Link;  

 Support employers to effect contributions through/with implementation of Link 
Employer Access; 

 Assist employers with their SuperStream obligations ahead of the July 2017 full 
implementation deadline. 

Efficient and 
Effective 
Operations 

 Effective management of outsourced contracts to ensure value for money and 
limit potential future increases in fees charged to members; 

 Complete tender process for insurance, including transition if required to a new 
service provider; 

 Completion of Compass project;  

 Completion of Custodian Services tender process; 

 Development and implementation of an IT transition strategy for GESB post the 
Shared Services Agreement with Link. 

Engaged People  Implement contract management training to ensure that staff move from being 
technicians to competent overseers of major outsourced contracts; 

 Provision of management coaching for newly appointed managers and/or 
executives. 
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3.1. State Government Reform 

GESB will continue working with the relevant State departments and agencies to implement the 
State superannuation reforms in 2015/16 and to also ensure its compliance with relevant 
Commonwealth legislation changes.  

Outsourcing of administration services 

The transition of administration services to Link occurred on 1 July 2014, with several transition 
and transformation projects currently being implemented. A number of these projects will be 
ongoing in the 2015/16 financial year, including Employer Access, Compass and website 
upgrades. 

During the first half of 2015 operational communication functions will be outsourced to Link and 
management of this arrangement will form part of the existing Services Agreement. GESB 
remains focussed on putting members first and has an ongoing commitment to maximise the net 
financial return and maintain the current range and quality of services and service levels to 
members (and employers) in an outsourced environment.  

The objective of the GESB-Link agreement is to enable GESB to: 

 Deliver a long term value for money outcome for members and the State; 

 Position GESB to continue delivering benefits to members in a changing superannuation 
environment; 

 Enable GESB to adapt to future market conditions and mitigate risks through ongoing 
access to expertise and technology; and 

 Help to reduce the cost impacts of Commonwealth reforms and avoid a longer term rise in 
defined benefit costs by leveraging the enhanced scale and lower costs available from an 
outsourced service provider.  

Default fund status 

The remaining recommendation from the Whithear Report (‘Putting Members First, February 
2010) to be addressed is  – that the Government assess the market for the provision of a ‘default 
fund’ for public sector employee superannuation in parallel with the transaction to procure 
administration services. 

In March 2012, State Cabinet agreed not to test the market for a default fund at that time and 
noted that GESB Super will remain the default fund for new public servants in the employee 
choice of superannuation fund environment which commenced at that time. The SCI and SDP 
documents have been produced using the assumption that GESB will remain the default fund 
provider for the medium term however this may be reviewed by the State at its discretion.  

Unclaimed and lost Super 

The Commonwealth’s Lost & Unclaimed monies legislation mandates that super funds transfer 
lost & unclaimed accounts to the ATO every 6 months. Currently only lost accounts that have an 
account balance of up to $2,000 are eligible to be transferred to the ATO, but there is a proposal 
to increase the upper limit to $4,000 from 2016 and then to $6,000 from 2017. 

With the passing of State legislation to enable the transfer of GESB Lost and Unclaimed monies to 
the ATO, GESB via Link will transfer monies to the ATO commencing in April 2015 (approximately 
46,400 members) and every 6 months there-after. This includes members who have been inactive 
for 5 years and have an account balance less than $2,000, as well as lost or un-contactable 
members who have not had a contribution in the last 12 months and two written communications 
have been returned unclaimed. 

As part of the Stronger Super reforms, member protection standards on accounts with less than 
$1,000 that applied in SIS regulated funds were repealed, effective from 1 July 2013. This was 
also due to the introduction of MySuper products for default funds and the requirement that there 
be no cross subsidisation between members of MySuper products.  

Members of GESB’s accumulation schemes have been at a comparative disadvantage to 
members of SIS regulated funds because of the inability for ‘unclaimed’ and ‘lost’ accounts to be 
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transferred to the ATO and therefore member protection was maintained. With State legislation 
enabling remittance to the ATO now in place, member protection will cease on 1 July 2015.  

Additionally, initiatives are also in place to encourage members with account balances of less than 
$10,000 who have been inactive for over 2 years, who do not currently fit into the definition of the 
Lost and Unclaimed Super Monies legislation, to consolidate their super to their active super fund. 
This is aligned with the Whithear recommendations to reduce small inactive account numbers. 

3.2. Commonwealth Superannuation Reform 

Ongoing Reform 

Heads of Government Agreement (HoGA) 

The WA State Cabinet has endorsed the updated HoGA to apply national standards to 
superannuation. Under the HoGA the Commonwealth agrees to exempt the GES schemes from 
the relevant Commonwealth government legislation (e.g. The SIS Act) and that they are deemed 
to be complying superannuation funds for SG purposes. In return for these exemptions GES 
schemes must conform broadly to the Commonwealth’s Retirement Income policy through the 
HoGA. 

There are three elements to the Federal Government Stronger Super reform package remaining 
that are relevant to GESB: MySuper, SuperStream and Governance. GESB continues to commit 
resources to ensure it remains compliant with relevant legislation and is prudently managing risk 
to the State by ensuring its products and services reflect policy and legislative changes stemming 
from the reform. 

MySuper 

Legislation to enable funds to offer a MySuper product was enacted in late 2012. Regulated super 
funds were required to have a MySuper offering in place on 1 January 2014 in order to receive 
default SG contributions. The emphasis of MySuper is on higher retirement outcomes for 
members by including new duties for trustees, including a specific duty to deliver value for money as 
measured by long-term net returns, and to actively consider whether the fund has sufficient scale on an 

annual basis.
9 MySuper products are required to have ‘a simple set of features to enable members 

to compare funds more easily based on cost, investment return and insurance and ensure 
members do not pay for unnecessary ‘bells and whistles’’. Amendments were also made to the 
SG Act requiring default SG contributions be paid to a MySuper product. 

WA public sector employers are not subject to this section of the SG Act and can therefore make 
default SG contributions to an EPSSS which is not a MySuper product. Nonetheless, the WA 
Treasurer has advised in-principle approval for labelling both GESB Super and WSS default plans 
as MySuper products.  

The draft WA Treasurer’s Guidelines for Stronger Super related to the Commonwealth’s Stronger 

Super legislation package outline how the reforms apply to GESB.  In particular the guidelines set 

out the requirements for MySuper products that are offered by GESB (if any) and Super Stream. 

GESB will comply with these guidelines when implementing MySuper initiatives once they have 

been finalised. 

Commonwealth Treasury have indicated that under the terms of the HoGA, once the default 
schemes comply with the MySuper principles, GESB would be able to label the them as MySuper 
products. 

GESB has commenced initiatives in the transition for GESB Super and WSS to be compliant with: 

 the removal of member protection; 

 the proposed introduction of user pays fees on 1 July 2015 or as soon as practicable after 
this date; 

 GESB’s new fee structure that differentiates WSS and GESB Super in terms of fees. This 
is a step toward being compliant as cross subsidisation between schemes is not permitted 
under the MySuper requirements; and 

                                                
9
 http://strongersuper.treasury.gov.au/content/Content.aspx?doc=publications/government_response/default.htm 
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 A current review of GESB’s member information and engagement activities, for example 
the seminar programme, to ensure they are delivered in a MySuper compliant manner. 

 

During 2015/16 GESB, in consultation with WA Treasury, will be developing its approach to 
MySuper for default WSS and GESB Super members, with a view to labelling.  

SuperStream 

The Treasurer’s Guidelines on Stronger Super will also stipulate how GESB will comply with the 

SuperStream reforms as follows: ‘In compliance with the principles of the HoGA set out above, the 

Board will implement and comply with the SuperStream reforms as if it were subject to the SIS Act 

Part 3 Operating Standards, SIS Regulations, and other Commonwealth legislation pertaining to 

the Super Stream reforms to the extent to which the SSA and Regulations allow’. 

The objective of the SuperStream initiative is to make the processing of everyday transactions 
easier, cheaper and faster. Two of the key changes in the SuperStream package of reforms are 
the adoption of data and payment standards for both employer contributions, and rollovers 
between funds. Data and payment standards changes will have a moderate impact given GESB 
has already implemented employer electronic contributions receipting and a clearing house. A 
business case is currently being progressed and these standards will be implemented within the 
calendar year. Changes have been required to systems and processes involving the way in which 
rollover transactions are distributed amongst funds. These changes were implemented in early 
2014 and should result in more expedient and efficient processing of rollovers to and from other 
superannuation funds. 

The WA Government has adopted a State Policy on Superannuation Data Standards to comply 
with the new Commonwealth Superstream Superannuation Data and Payment Standards (the 
Standards). The Standards require WA public sector employers to adopt the uniform set of data 
standards published by the ATO for superannuation contribution data transactions and associated 
payments by 1 July 2017. It allows WA Public Sector employers to use a third party to ensure 
choice of fund contributions meet the Standards for the period 1 July 2015 until 30 June 2017. 

Governance 

The Governance component of Stronger Super aims to strengthen the governance, integrity and 
regulatory settings of the superannuation system.  The governance stream has been developed 
into prudential standards prescribed and regulated by the Australian Prudential Regulatory 
Authority (APRA).  The APRA prudential standards do not apply to EPSSSs given they are 
regulated under a State framework.  However, there may be benefits in aligning, some of the 
State’s prudential standards with those imposed by APRA.   

In line with its commitments under the HoGA, the WA Treasurer has approved GESB’s adoption of 
the Commonwealth’s prudential standards as far as practicable, providing it does not compromise 
the State’s regulatory framework or the Treasurer’s ability to discharge his responsibilities as 
prudential regulator of GESB. It is anticipated that the Treasurer will issue guidelines to GESB 
during 2015/16 formalising GESB’s requirement to adopt prudential standards that are informed 
by the APRA standards.  

Other Commonwealth superannuation reform initiatives 

Other current and emerging Commonwealth reforms will be monitored to determine any impact on 
GESB and its products and services. Such reform items are expected to emerge from the FSI 
report released in December 2014.  

3.3. Financial Performance for Members  

Investment performance 

Managing investment risk for members and the State is a key responsibility of GESB’s Board. 
GESB’s prudent approach to investment risk has resulted in sound investment returns and 
efficient investment costs.   
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The main element of investment strategy is the long-term allocation of assets between broad 
asset classes (equities, cash, property, etc.). This allocation has a major impact on the risk and 
return profile of the investment options within the Fund. 

Significant achievements in 2014/15 include the induction of a new asset consultant, JANA 
Investment Advisers, and completion of a review of custodial services leading to the appointment 
of the Northern Trust Company. 

In 2015/16, GESB aims to focus on ensuring that it produces cost-effective, risk-controlled and 
well regarded investment returns for members.  

The Board is undertaking a number of investment initiatives including: 

 Completing the transition to an investment approach which focuses internal resources 
primarily on governance and compliance functions; 

 A review of all asset class structures and strategies by GESB’s asset consultant, with a 
view to ensuring optimal value for money and investment risk control; 

 Consideration of alternative investment strategies, including infrastructure assets; 

 A review of investment strategies and illiquid asset exposures, taking into account the 
maturity profiles and liquidity requirements of each GESB scheme; 

 The consideration of a sub-investment grade fixed income allocation; and 

 Continuing to engage with key stakeholders to ensure that investment strategies for 
GESB’s defined benefit schemes remain appropriate. 

A comprehensive investment performance monitoring regime is maintained. The principal goals of 
performance monitoring are to: 

 Assess the extent to which the Board’s investment objectives are being achieved;  

 Identify and quantify the sources of investment performance divergence from asset 
weighted benchmarks; and 

 Be aware of the performance of the Fund’s investment options against the performance of 
other relevant peer funds and benchmarks. 

Fees/pricing 

Pricing for GESB’s market linked superannuation and retirement schemes is determined by the 
Board based on annual reviews of their portfolio’s financial position. The Board sets pricing to 
recover the cost of providing each product, support the viability of GESB, maintain risk reserves to 
ensure capital adequacy relative to risk and assets and meet the Sole Purpose Test.  In doing this 
the Board recognises the need to provide value to members. 

A review of GESB’s accumulation scheme pricing was conducted in 2014 following successful 
completion of the Superannuation Administration Outsourcing Project (SAOP) and in response to 
a request from the Treasurer to incorporate a review of member fees into the 2015/16 SCI. 

As a result of the pricing review, from 1 July 2015 WSS and Retirement Income (RI) AP members 
will have a reduction in their fees whilst fees for GESB Super members will in the main be 
maintained.  

The fee changes are as follows: 

 Annual fees for the WSS default investment plan on an account balance of $50,000 will be 
$306 (down from $416) 

 Annual fees for the GESB Super default investment plan on an account balance of 
$50,000 will be $441 (no change); 

 Annual fees for RI-Allocated Pension Balanced investment option on an account balance 
of $200,000 will be $1,220 (down from $1420); and 

 Contribution to reserves reduces to 0.02% (currently 0.13%). 
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The industry mean for MySuper and retirement products respectively are $532 ($50,000 
balance)10 and $2,199 ($200,000 balance).11 Other proposed fee changes for 2015/16 are the 
introduction of ‘user pays’ fees for the Retirement Option Service (ROS) and Simple Advice (SA) 
service, benefit payment and family law splits. Account based deductions for these fees are 
planned. This is in line with Stronger Super MySuper legislation which requires funds to ensure 
there is fair and equitable allocation of costs.  

Also as a result of the passing of State legislation enabling the transfer of small lost and unclaimed 
accounts to the ATO in April 2015, member protection is being removed from 1 July 2015. 

Reserves 

In the 2014/15 financial year the accumulation and retirement income schemes generated a 
surplus.  

Net excess of income over costs for the market linked schemes has historically been transferred 
to an Operational Risk Reserve (ORR). As GESB’s ORR reached the Board endorsed target 
range of 50-60 basis points in the September 2013 quarter, an Accumulation General Reserve 
(AGR) was established. Subsequently in December 2014 the Board has endorsed a revised target 
range of 40-60 basis points for the ORR. 

The AGR is designed to support the costs of strategic development, ongoing Commonwealth 
superannuation reforms and other structural adjustments (for example the custodian transition 
costs and implementation of user pays fees) that are relevant for the accumulation and retirement 
income product schemes. Whilst the ORR remained on target, surplus funds were transferred to 
the AGR account. Going forward, as the ORR remains within the Board’s target range, the 
ongoing allocation from member fees to grow reserves is no longer required at current levels. The 
revised fees are set at levels aimed at reducing the surplus achieved whilst retaining a prudent 
reserve. 

In relation to the AGR, the Board in December 2014 endorsed a target level of 5 basis points.  The 
Board has committed to undertake an annual review aimed at ensuring that going forward the 
pricing and reserving policies are aligned to the target levels of both the ORR and AGR. It should 
be noted that the AGR currently significantly exceeds the Board determined target which was only 
established in December 2014. This will continue to be monitored and will be addressed within the 
next pricing review undertaken by the Board. 

3.4. Service and Engagement - Members 

Areas of focus for member service and engagement for 2015/16 will include: 

Services to members 

GESB provides a range of member information and support services (e.g. Insurance claims 
Consultants (ICC), MSC, ROS, SA, seminars etc).  GESB has an ongoing commitment to maintain 
the level and quality of these services to members, which can be accessed through seminars, face 
to face, webinars, over the phone, in printed materials and on-line. Delivery and cost of these 
services including ROS and seminars will be reviewed as part of GESB’s MySuper strategy to 
ensure they meet the MySuper requirements with respect to cost allocation and accessibility. 

As the MSC, ROS, SA and ICC services are now being provided by Link, service standards and 
measures have been put in place to ensure the level of service provided remains high.   

Account consolidation 

GESB has approximately 102,000 GESB Super and WSS inactive accounts that have an account 
balance less than $10,000. The majority of these members have left state public service 
employment and are unlikely to re-join the public sector in the future. 

Members with small inactive accounts are classified into two main segments: 

                                                
10

Quarterly MySuper Statistics, APRA Statistics September 2014 (Issued 27 November 2014) 
11

 SuperRatings SMART, Jan 2015 
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1. Those who are eligible to be transferred to the ATO through the Lost and Unclaimed 
Monies legislation. Aside from those already identified as lost and/or unclaimed, this group 
also includes members who have account balances above $2,000 but who are over 65 
years old and have not claimed their benefit or had any activity for 5 years; and 

2. Members with account balances of less than $10,000 who have been inactive for over 2 
years, who do not currently fit into the definition of the Lost and Unclaimed Super Monies 
legislation. 

Aligned to Whithear’s recommendation to reduce the number of small inactive accounts and with 
the State’s and the Commonwealth’s account consolidation policies, in 2015/16 GESB will 
continue to implement initiatives that encourage members to consolidate their small inactive 
accounts. The first group of members will have their accounts remitted to the ATO at 6 monthly 
intervals commencing in April 2015, unless they indicate they wish to be excluded. The second 
group will be encouraged to consolidate their superannuation account into another superannuation 
fund through targeted messages in statements and some direct campaign activity.  

Member communication and information 

During 2015/16 GESB will continue to encourage members to actively engage with their super and 
make informed choices through timely, targeted and relevant messages and informational tools. 
GESB will use existing compliance driven communication channels e.g. statement mailings and 
the e-Commerce channel to provide members with relevant information as opposed to advertising 
and marketing strategies. This is in line with the State Government position on advertising and 
promotions. 

E-Commerce 

GESB's digital strategy will continue to evolve to improve the efficiency and effectiveness of the 
digital channel as a self-service, information distribution and communication tool, in order to 
increase member awareness and engagement with their superannuation. 

Strategies will be implemented that encourage increased use of: GESB's public website as the 
default information and education resource for members (such as implementation of the 
Responsive and Accessible Website (RAW) in line with the State Government's Website 
Governance Framework); Member Online (including promotion/communication about and 
improvement of self-service tools and e-Statements); and digitised member communications (such 
as replacing printed Super Matters with a digital news/information programme). 

Product  

Aligned to its revised strategic direction and focus on being a competent provider of 
superannuation services, GESB will be reviewing its product offering. 

As mentioned above, GESB’s approach to implementation of MySuper default schemes will be 
further developed in 2015/16. This will involve assessment of the product design of WSS and 
GESB Super including the investment options, fees and charges, and information services, with 
the underlying objectives being net benefit, trusted services and simplification for members who 
default into GESB’s accumulation schemes. This analysis will be made in the context of the 
availability of employee choice of superannuation fund for WA public sector employees. 

GESB’s insurance offering is also currently being reviewed to ensure that default insurance 
benefits provided to GESB members are appropriate, based on the demographics of the Fund and 
that associated insurance premiums are affordable, competitively priced and do not erode a 
members’ retirement benefit. Proposed changes to the insurance design will need to take into 
consideration any impact on the WSS statutory insurance. 

Proposed changes to the product design and features will be incorporated into the tender process 
for the provision of insurance services due to be completed in December 2015 for transition from 
January to June 2016. 
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3.5. Service and Engagement - Employers 

Employers from across the WA public sector are key stakeholders in GESB.  State Government 
employers are highly satisfied with GESB’s services12, working in partnership with GESB to 
provide members with information and education on GESB products and services. 

Building upon webinar experience to date, GESB will continue to expand its webinar program to 
incorporate employer servicing whilst maintaining focus on improving operational efficiency. 

As Link is now delivering administration services directly to employers, new service standards and 
measures have been developed to ensure the current levels of services are maintained. New 
processes have also been established between GESB’s Key Account Management (KAM) team 
and Link to ensure the KAM team continue to be supported in their roles and dealing with 
employer related issues. 

3.6. Efficient and Effective Operations 

Provision of cost effective products and services requires constant improvement in operating 
efficiency combined with maintenance of relative economies of scale. In an industry that has 
experienced significant increases in costs per year over the past 5 years, GESB has managed to 
maintain costs. In the financial year 2009/10 the administration expenses (inclusive of 
depreciation) were $51.1m.  Within the same period Defined Benefit and Government Services 
recoups were $9.8m. GESB in its post reform position has budgeted for the financial year 
2015/2016, administration expenses of $43.5m (inclusive of depreciation) and government related 
and defined benefit recoups of $8.3m. 

Outsourcing contract management 

Effective management of the major administration outsourcing contract with Link is important to 
ensure the ‘value to members’ and ‘maintenance of service levels to members and employers’ 
objectives of the Superannuation Administration Outsourcing Project (SAOP) are realised. 
Governance structures have been established and resources allocated to ensure adherence to the 
Service Agreement. 

In addition to the administration outsourcing contract with Link, GESB also has material 
outsourced contracts for master custodian, asset consultant and insurance services, as well as 
other smaller outsourced contracts. Sound management of all of these contracts is required to 
ensure GESB continues to operate efficiently and effectively for members and the State.  

GESB is currently transitioning to a new master custodian and has commenced the retendering for 
its insurance offering. Both of these activities require a significant amount of resources and have 
been identified as areas of material risk. 

Attention also needs to be given to GESB’s longer term accommodation and IT services needs 
post the Shared Service Agreement with Link. During 2015/16 plans for both accommodation and 
IT services will be developed. 

Administration efficiency dividend 

On the 17th April 2012, the Treasurer announced an efficiency dividend to be applied to 
discretionary spending for 2012/13 and the subsequent 3 financial years.  Administration 
expenses for 2015/16 are expected to decrease by $2.3m (excluding depreciation & allocation to 
investment expenses) from the 2014/15 SCI; this represents a 4.89% saving. 

The 2014/15 financial year efficiency dividend will not be met by GESB, due to: 

 higher than anticipated costs for the ROS and SA services provided by Link because of 
usage being significantly higher than budgeted;  

 the delay in transferring the lost and unclaimed small superannuation accounts to the 
ATO; and  

                                                
12

 Painted Dog, GESB Employer Satisfaction and Engagement Research, 2014 
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 higher than budgeted accommodation costs relating principally to the accounting 
convention which does not allow sub-lease revenue to be offset against expenditure and 
to a lesser extent to unleased vacant space.  

This will have no effect on drawdowns from the State’s consolidated account.  

Capital expenditure 
The majority of IT services, systems and capital programs have been transferred to Link, who will 
be responsible for ensuring continued service delivery to members (and employers), including 
incorporation of any legislative changes.  

GESB expects to invest $525k in capital programs during 2015/16. This is to cater for the 
implementation of changes to the public website and also to cater for premises relocation once 
GESB commences its office relocation process. 

Capital expenditure is depreciated in accordance with accounting standards, reflected in 
administration expenses by scheme, and recovered through fees and charges. 

3.7. Engaged People 

The structure and culture of GESB post outsourcing to Link is considerably different. The bedding 
down of the new structure will be complete by 1 July 2015. A smaller organisation that is focussed 
on strategy, oversight and management of external providers rather than the ‘operational’ delivery 
requires a different skill set and support.  

The focus on employee support during the SAOP project led to maintenance high levels of 
performance and satisfaction. Although different in nature, continuing support will need to be 
provided to staff that remain with GESB. This will be provided in the form of professional 
development and training for employees if directly related to their role or GESB related career 
development. 
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4. Risk Management     

GESB is governed by the SSA and the SSR. It is also subject to relevant State Government 
guidelines as published from time to time.13 Appropriate risk management is an important element 
of good corporate governance and is a specific requirement under the SIS Act for Registrable 
Superannuation Entity (RSE) licence holders.  Although not a RSE, GESB complies with the spirit 
of the SIS Act as a matter of best practice and consistent with the HoGA. 

GESB operates under a Risk Management Framework and the strategic planning process takes 
into account GESB’s material risks when considering its purpose, corporate goal, strategic issues 
and strategic direction.  

The level of risk that the organisation is willing to accept to achieve its objectives is determined by 
the Board.  This is articulated as the Board’s risk appetite. GESB reviews its material risks and risk 
appetite annually. This process involves both the Board and Executive Management. 
Consideration is given to GESB’s risk environment which captures the internal and external issues 
and events that have the potential to influence GESB’s material risks. Following formal approval 
by the Board, the material risks are reviewed quarterly and reported to the Treasurer,  the Board, 
the Audit and Risk Committee and Executive Management, . 

GESB’s Risk Environment captures the internal and external issues and events that have the 
potential to influence GESB’s material risks.  The areas having the most influence on GESB’s 
environment are: 

 State and Commonwealth Government policy;  

 material outsourced contracts;  

 key people, leadership and capacity; 

 investment markets; 

 consumer confidence; and 

 acting in members’ best interests through delivery of appropriate default products. 
 

Based on its Risk Environment, GESB has identified five new material risks for 2015/16:  

 Failure to achieve constructive stakeholder engagement with GESB’s strategic direction; 

 Failure to align products and services with GESB’s strategic direction; 

 Failure to achieve a satisfactory outcome in relation to the asset consulting contract; 

 Failure to achieve a satisfactory outcome in relation to the group risk contract; and 

 Failure to achieve satisfactory outcomes of the Superannuation Administration Services 
Agreement.   

 

Four material risks were retained with minor changes to more accurately reflect GESB’s strategic 
context: 

 Loss of leadership, capacity and capability;  

 Failure to set and achieve appropriate investment objectives and deliver sound returns;  

 Failure to achieve a satisfactory outcome in relation to the custodial services contract; and 

 Material compliance breach or operational risk event. 

An emerging risk that has been identified for GESB is the continuity of corporate knowledge with 
the expiry of several Board appointments in 2015/16. 

                                                
13

 Public Sector Commissioner’s Circular 2009-19 – Risk Management and Business Continuity Planning 
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5. Financial Forecasts 

Financial Statements and Projections 

Total FuM are expected to increase to $22.7 billion by 30 June 2016. FuM are reported in the 
financial statements as investments plus cash and cash equivalents.   

Accounting Policies  

GESB prepares its financial statements in accordance with Australian Accounting Standards, 
including AAS25 Financial Reporting by Superannuation Plans as amended by Australian 
Accounting Standards Board (AASB) 2005-13, Amendments to Australian Accounting Standards, 
and other authoritative pronouncements of the AASB as applied by the Treasurer’s Instructions 
(TI) and the SSA.  

Borrowing Arrangements  

On 30 May 2001, the Western Australian Treasury Corporation and GESB entered into a $635 
million lending facility for a fixed-rate loan. The loan was incurred to enable the balances on WSS 
members’ accounts at 1 July 2001 to be fully funded from an investment perspective. This funding 
was a pre-requisite for GESB to introduce Member Investment Choice from 1 July 2001. The loan 
is unsecured and is repayable in quarterly instalments over 20 years. It bears interest at a fixed 
rate of 6.5699% plus a government fee of 0.7% p.a. The interest payment for 2014/15 will be 
$19m; the forecast for 2015/16 is $16m.  The projected outstanding balance at the end of each 
financial year is outlined below.  

 

Western Australian Treasury Corporation Loan Schedule 

 Repayment Closing Balance 

2014/15  $284,864,534 

2015/16 – July 2015 $14,900,132 $275,145,987 

2015/16 – October 2015 $14,887,983 $265,262,815 

2015/16 – January 2016 $14,875,630 $255,212,229 

2015/16 -  April 2016 $14,863,066 $244,991,392 

2016/17 $59,322,322 $202,347,116 

2017/18 $59,103,621 $156,739,098 

2018/19 $58,869,721 $107,961,338 

2019/20 $58,619,565 $55,793,516 

2020/21 $58,352,023 $0.00 
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Projected Financial Statements - GESB  
a Statement of Change in Net Assets  

 
Notes to the Key Variances: 

1. The budgeted investment income figure for 2015/16 reflects a gross medium-term earnings rate of 5.4%.  

2. The Administration Expense budget for 2015/16 is expected to decrease from the reforecast due to the 
remaining costs associated with the transition to Link being expensed in the 2014/15 financial year. 

3. Insurance premiums increased by 39% effective the 1
st
 of November 2014, part of this increase was reflected in 

the 2014/15 reforecast with the full effect being shown in the 2015/16 budget. 

4. Investment expenses are expected to increase in the 2015/16 budget due to a projected increase of $1.6b in 
FuM. 

5. The Western Australia Treasury Corporation loan is reviewed each financial year end and adjusted to market 
value.  The figure for loan interest in 2014/15 includes a reversal of the previous year loan revaluation 
adjustment. 

 

Reforecast Budget

For the Financial Year Ending 30th June 2015 2016

$'000 $'000

Net Assets available to pay Benefits at the beginning of the Financial 

year
18,381,806         21,093,745         

REVENUE

Investment Revenue

Realised Income 690,250               349,209               

Realised changes in Net Market Value of Investment assets 690,250               349,209               

Unrealised changes in Net Market Value of Investment assets 995,754               465,612               

Income from Investments1 2,376,254           1,164,029           

Superannuation Revenue

Contributions

Member 842,713               804,370               

Employer 1,656,055           1,536,032           

Rollover into Retirement products 1,100,000           1,377,092           

Inward Tranfers 672,342               772,072               

Member Insurance Benefits Received 41,520                 42,180                 

Other Income 25,186                 14,629                 

4,337,816           4,546,375           

TOTAL REVENUE 6,714,070           5,710,405           

EXPENSES

Superannuation Benefit Payments 3,606,612           3,643,310           

Administration Expenses2 46,797                 43,206                 

Group Life Insurance Premiums3 82,593                 96,919                 

Investment Expenses
4

56,284                 85,929                 

Changes in Net Market Value of Financial Liabilities -                        -                        

Changes in Net Market Value of Other Assets 250                       256                       

Loan Interest
5

22,239                 19,048                 

TOTAL EXPENSES 3,814,775           3,888,669           

Changes in Net Assets Before Income Tax 2,899,295           1,821,736           

Income Tax 187,356-               180,557-               

Changes in Net Assets After Income Tax 2,711,939           1,641,179           

Net Assets available to pay Benefits at the end of the Financial year 21,093,745         22,734,924         
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b Statement of Net Assets  

 

 

c  Statement of Net Assets by Scheme 

 
 

 

Reforecast Budget

For the Financial Year Ending 30th June 2015 2016

$'000 $'000

Assets

Cash and Cash Equivalents 85,533                 91,080                 

Investments 21,344,913         22,943,045         

Plant & Equipment 480                       120                       

Intangible Assets 747                       60                         

Receivables 16,045                 16,446                 

Prepayments 749                       768                       

Deferred Tax Assets 5,106                   5,234                   

TOTAL ASSETS 21,453,573         23,056,753         

Liabilities

Contributions Paid in Advance 1,772                   1,816                   

Unpaid and Accrued Liabilities 209                       214                       

Payables 24,366                 24,975                 

Provision for Employee Entitlements 1,118                   1,146                   

Provision for Post Employement Liabilities 497                       509                       

Interest Bearing Loans & Borrowings 284,865               244,991               

Current Tax Liabilities 47,001                 48,176                 

Deferred Tax Liabilities -                        -                        

TOTAL LIABILITIES 359,828               321,828               

NET ASSSETS AVAILABLE TO PAY BENEFITS 21,093,745         22,734,924         

Reforecast Budget

For the Financial Year Ending 30th June 2015 2016

$'000 $'000

Defined Benefit Schemes 2,964,095           2,914,268           

West State Scheme 12,754,781         13,276,181         

GESB Super 2,526,826           2,813,848           

Retirement Income - Allocated Pension 2,948,975           3,775,581           

Retirement Income - Term Allocated Pension 23,371                 22,709                 

Reserves 160,562               177,329               

WATC Loan 284,865-               244,991-               

TOTAL ASSETS 21,093,745         22,734,924         



Government Employees Superannuation Board (GESB)  Statement of Corporate Intent 2015/16 

Confidential Page 23 

d Statement of Administration Expenses  

 
Notes to Administration Expenses 

 Administration expenses have reduced in 2015/16 due to the efficiencies brought about by the SAOP.   

 Some significant expenses in “Other Administration Costs” include; Legal Settlement, Irrecoverable GST 
and Contractors. 

 Employment expenses will decrease in 2015/16 due to staff transitioning to the outsourced provider and 
surplus staff transitioning out of GESB. 

 

e Capital Expenditure  

 

f Cost Allocations 

The total budgeted expenses (in $000’s) for 2015/16 are $43,206, which include 
Administration Expenses (before allocation to investment expenses) of $44,784 (refer table 
d) and Depreciation of $256k.  These costs are split into direct and indirect costs. Direct 
costs are based on the outsourced administration costs plus the direct Investment costs, 
with the remainder being indirect costs. Indirect costs are allocated based on direct costs. 

 
**Cost Allocations total varies from Administration Expenses total (table d) due in part to the inclusion in table f of 
Income received from Link for the sublease of level 4 ($2,8m) 

Notes to the Key Variances: 

1. The budgeted cost allocations for 2015/16 incorporate the cost efficiencies associated with the SAOP. 

Reforecast Budget

For the Financial Year Ending 30th June 2015 2016

$'000 $'000

Employment Expenses 7,800                   6,458                   

IT Services 930                       966                       

Consultants 340                       110                       

Accommodation 4,370                   4,594                   

Professional Fees (Actuarial, Legal & Audit) 1,170                   1,158                   

Printing, Postage & Records Management 1,040                   975                       

Product Information & Engagement 100                       89                         

Other Administration Costs 4,340                   5,051                   

Outsourced Administration Expense 26,920                 25,382                 

Administration Expenses - Transition 2,880                   -                        

Less: Allocation to Investment Expenses 2,453-                   1,578-                   

TOTAL ADMINISTRATION EXPENSES 47,437                 43,206                 

Reforecast Budget

For the Financial Year Ending 30th June 2015 2016

$'000 $'000

Intangibles Inc Computer Software Development 500                       500                       

Office Furniture, Equipment & Renovations 25                         25                         

TOTAL CAPITAL EXPENDITURE 525                       525                       

Reforecast Budget

For the Financial Year Ending 30th June 2015 2016

$'000 $'000

Gold State 5,777                   5,365                   

Pension Scheme 2,433                   2,260                   

West State Super 20,194                 16,693                 

GESB Super 11,895                 10,954                 

Retirement Income - Allocated Pension 6,287                   5,646                   

Retirement Income - Term Allocated Pension 94                         89                         

Parliamentary & Judges 546                       533                       

Government Services 204                       170                       

Investment Expenses 2,453                   1,578                   

TOTAL COST ALLOCATIONS 49,883                 43,288                 

Cost Allocations
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g Consolidated Account Appropriation 

The following table details GESB’s costs to fund Government Services and DB 
administration which are recouped from Consolidated Account Appropriation.  

 

Notes to the Key Variances: 

1. The budgeted cost allocations for GSS, Parliamentary and Judges and Pension Schemes are primarily 
based on the charges levied by the third party administrator. 

 

Reforecast Budget

For the Financial Year Ending 30th June 2015 2016

$'000 $'000

Administration Expenses

Gold State 5,777                   5,365                   

Pension Scheme 2,433                   2,260                   

Parlimentary Pension Scheme 350                       288                       

Judges Pension Scheme 196                       245                       

Government Services  204                       170                       

Total Recoup of Administration Epxneses 8,960                   8,328                   

Benefit Payments

Gold State 454,060               383,893               

Pension Scheme 207,183               199,729               

Parliamentary Pension Scheme 9,118                   8,819                   

Judges Pension Scheme 14,437                 15,799                 

Total Recoup of Benefit Payments 684,798               608,240               

West State WATC Loan Repayments 59,718                 59,527                 

TOTAL ADMINISTRATION EXPENSES 753,476               676,095               

Government Services Recoup
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h Accumulation Scheme Surplus / (Deficit) 

 
Notes to the Key Variances: 

1. Effective the 1
st
 July 2015 GESB Super and WSS will make a 2bps contribution to reserves; this is a drop 

from the 13bps contribution of both schemes for 2014/15.  This pricing policy was approved by the Board in 
December 2014. 

Reforecast Budget

For the Financial Year Ending 30th June 2015 2016

$'000 $'000

West State Super

Revenues 60,411              70,558              

Expenses 54,148              67,456              

Surplus / (Deficit) 6,263                3,102                

Proposed Contribution to Reserves 14,889              1,952                

Surplus / (Deficit) 21,153              5,055                

GESB Super

Revenues 15,495              26,185              

Expenses 18,459              21,375              

Surplus / (Deficit) 2,964-                4,810                

Proposed Contribution to Reserves 2,806                534                   

Surplus / (Deficit) 157-                   5,345                

Retirement Allocated Pension

Revenues 14,376              20,171              

Expenses 12,833              18,835              

Surplus / (Deficit) 1,543                1,336                

Retirement Term Allocated Pension

Revenues 214                   251                   

Expenses 153                   179                   

Surplus / (Deficit) 61                     72                     

TOTAL ADMINISTRATION SCHEME SURPLUS / (DEFICIT) 22,600              11,808              


