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Foreword 

Despite a pandemic-affected year,  
the superannuation sector is growing, 
transforming, and the emergence of  
‘mega funds’ continues unabated.  

Although COVID-19 monopolised our collective attention in 2020, 
the superannuation industry continued to experience plenty of 
active merger activity, as it has over the last few years. 

The merger trend has given rise to the formation of mega funds 
(>$100 billion) with 5 major merger announcements in 2019/20 
having an average transferring fund Funds Under Management 
(FUM) of $22.7 billion and receiving fund FUM of $45.0 billion. 7 
further mergers have been announced since 30 June 2020. 

On completion of the currently announced merger activity, based 
on 30 June 2020 data, 76 percent of Assets Under Management 
(AUM) and 77 percent of member accounts will be managed by 
the top 12 funds, all with AUM >$50 billion.  

Whilst the long-term consequences of COVID-19 on the economy 
and industry are yet to be fully realised, it comes as no surprise 
that the Superannuation Early Release Payments measure 
introduced to support Australians through 2020 has had an impact. 
Now complete, the scheme contributed (with Protecting Your 
Super transfers) to a 12 percent reduction in the number of 
member accounts as well as (with low investment returns) no 
growth of Assets under Management (AUM) for the sector over 
2019/20. Particularly affected was the industry fund sector, 
experiencing a doubling of lump sum payments for the year.  

Emergence of mega funds  

As we see continued consolidation across the industry, mega 
funds will emerge as some of the largest most important financial 
services organisations in Australia. With that will come challenges 
across every aspect of their business models, along with 
regulatory scrutiny and community expectation commensurate 
with their size and importance.  

The largest funds undergoing merger activity will face the greatest 
level of complexity as they grapple with multiple legacy operating 
models, a significant regulatory change agenda, increased 
transparency and reporting requirements and evolving member 
expectations. Funds will need to seriously consider member 
outcomes and how they have delivered on their financial and 
strategic commitments.  
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Whilst mega funds may have the resources to adequately address 
business as usual (BAU) needs, including managing the 
implementation of significant regulatory reforms, whilst absorbing 
a merger - smaller funds undergoing merger activity may find it 
harder to ensure they have adequate resources to conduct BAU 
and merger activities. Meeting merger expectations will be a key 
deliverable. 

The Your Future, Your Super measures scheduled to be 
implemented from 1 July 2021 will cause some important shifts 
making member attraction and retention, both for accumulation 
members and into retirement, critical to long term sustainability as 
we move into a fund choice environment. To respond and attract / 
retain members funds will need to think about the capabilities they 
need and the technology required to support these drivers – all 
developed through the lens of the financial best interest duty. 

With mega funds’ brand awareness and market share continuing 
to rise, smaller funds will need to find their niche and ensure they 
are effectively communicating their value proposition to members. 

Finally, merging/merged entities will need to consider which 
products they will continue to offer to members in light of the 
soon to go live Design Distribution Obligations (DDO) 
requirements, and ensure that the new operating model supports 
the fund’s DDO governance and compliance monitoring model. 

Throughout the rest of this report we consider what we believe  
to be the key areas of focus by the sector. This includes the clear 
focus on mergers, including governance, risk and controls during 
mergers, we look at how funds should be centring their operating 
models around members. The all-important elements of risk, 
regulation and regulatory change are also explored, including the 
developing risk of how trustees are responding to climate change. 

.  

 

 

Linda Elkins  
National Sector Leader,  
Asset & Wealth Management 
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Methodology 

Our analysis, as presented in this report and 
the accompanying KPMG Super Insights 
Dashboard, is a combination of leading 
analytics applied to 16 years of APRA and 
Australian Tax Office (ATO) published statistics, 
supported by insights gained from our team of 
asset and wealth management specialists.  

At a macro level, we have defined the market along APRA 
guidelines of retail, corporate, public sector and industry funds - 
and included SMSFs to complete the landscape. KPMG has 
applied a sizing segmentation to group funds into those with 
greater than $25 billion AUM, between $1 billion and $25 billion 
AUM, and those funds with less than $1 billion AUM.  

KPMG has relied on published statistics as the foundation of this 
report and, as such, acknowledges that the data contained within 
is wholly reliant on the accuracy of the underlying sources. KPMG 
has included all data contained within the APRA1 and ATO2 

published statistics inclusive of null values. Where APRA and the 
ATO have published updated data for prior years the data reflected 
in the Dashboard reflects the revised data and certain views may 
therefore have changed from the views published in prior versions 
of the Dashboard.     

In addition, whereas prior versions of the Dashboard have 
published AUM based on each fund’s reported total assets,  
the Dashboard now publishes AUM based on each fund’s  
reported net assets. 

  

 
1  APRA Annual fund level superannuation statistics  - June 2020 and back series: 
June 2004 to June 2019 (issued December 2020) https://www.apra.gov.au/annual-
fund-level-superannuation-statistics  
APRA Annual superannuation bulletin – June 2020 (issued January 2021) 
https://www.apra.gov.au/annual-superannuation-bulletin 
APRA Quarterly MySuper statistics – September 2018 – December 2020 (issued 
March 2021) https://www.apra.gov.au/quarterly-superannuation-statistics  
2 ATO SMSF quarterly statistical report June 2020 
https://data.gov.au/data/dataset/self-managed-superannuation-funds  

APRA data 
explanatory notes  

“This report contains data 
for APRA-regulated funds 
with more than four 
members. Pooled 
superannuation trusts 
(PSTs) have been excluded 
as their assets are captured 
in other superannuation 
funds. Exempt public  
sector superannuation 
schemes (EPSSS) have  
also been excluded.  

Superannuation funds that 
have wound up during their 
year of income in a given 
reference period are not 
included in that year or 
subsequent years. 
Superannuation funds 
that wound up after  
the reporting period but 
before the release of the 
publication, are included  
for that reporting period, 
and their wind-up date is 
noted in the report.  

Superannuation funds  
that did not submit an 
annual return for a given 
reporting period are not 
included in that year.”  

 

https://www.apra.gov.au/annual-fund-level-superannuation-statistics
https://www.apra.gov.au/annual-fund-level-superannuation-statistics
https://www.apra.gov.au/annual-superannuation-bulletin
https://www.apra.gov.au/quarterly-superannuation-statistics
https://data.gov.au/data/dataset/self-managed-superannuation-funds
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As for Super Insights 2020, in recognition of APRA’s publication of 
the MySuper Product Heatmap, the Super Insights Dashboard 
includes the ‘Concise’ view of the Heatmap and three of the key 
metrics which form part of the Heatmap: 

• administration fees (on a $50,000 MySuper  
representative balance)  

• net cash flow ratio 

• the Adjusted total accounts growth rate. 

New views introduced this year are: 

• the distribution of the Net cash flow ratio by AUM 

• the average level of member contributions made by active, 
pre-retirement members. 

We continue to note that there remain challenges associated with 
reporting across the superannuation industry and the data 
presented within APRA’s published statistics. APRA’s 
Superannuation Data Transformation project includes the 
collection of more granular and consistent data, as well as data 
from products beyond MySuper.  The first uplift in reporting is due 
for the period ending 30 June 2021, with further uplifts to follow. 

To protect the privacy of individual members, APRA has masked 
certain items in the data. Some items were not reported, 
indicating that either nothing was reported for the relevant period, 
or that the data cannot be calculated. In circumstances where 
either of these events happened, KPMG has removed the fund 
from the analysis. 
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KPMG Super  
Insights Dashboard 

The KPMG Super Insights Dashboard contains 
interactive versions of the charts and graphs included in this 
report, as well as additional information. The dashboard enables 
you to filter the data based on your own preferences. You can 
view industry and fund metrics for a particular year or segment of 
the industry, as well as view metrics for an individual fund in 
comparison to a peer group. 

The dashboard can be accessed via our 
website at KPMG.com/au/superinsights  

 

Additional analysis or information  
For any funds seeking additional information or further analysis of 
the data contained within the KPMG Super Insights Dashboard, 
KPMG’s data analytics and insights team would be more than 
happy to discuss your requirements. This can include analysis of 
the performance of your fund against peer or competitor funds, 
modelling of impacts of potential fund mergers and projections of 
data. Feel free to get in touch with one of the KPMG contacts in 
this report.  

 

https://home.kpmg/au/en/home/insights/2021/04/superannuation-insights-2021.html
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Synopsis 

From our discussions with funds, KPMG 
believes the following areas will be among  
the key focal points in 2021. 

Key focal points in 2021 

Mergers 

We see maturing regulatory & government settings, business model 
sustainability, separation and integration, globalisation, and rising member 
expectations as key drivers of change for superannuation fund mergers 
and business model transformation.  The pace of change – with continuing 
fund consolidation and retail fund transformation - continues to grow. 

Governance, risk and controls during a merger transition 

Trustee directors and fund executives need to actively manage the risks 
associated with fund mergers.  We describe the good governance 
activities that should be conducted pre and post-merger, as well as during 
the merger. 

Member Centric Operating Models 

Funds have a broad array of areas to consider when developing their 
future operating models, from regulatory changes to digital experience for 
members and opportunities to leverage automation, as well as the role of 
the trustee. We explore areas that, if purposely adopted as a Member 
Centric Operating Model, can better meet increasing member 
expectations and the evolving needs of their member base. 

Retirement – how to move forward 

The need for development in the retirement space is well recognised, with 
the government announcing a string of measures to encourage activity. 
However, the industry has struggled to respond with any major change. 
We consider the reasons why, as well as look at how funds can move 
forward in this space. 

Insurance in Super 

Insurance in super continues to be subject to impactful regulatory change. 
Uplifts to data and reporting as part of APRA’s broader Superannuation 
Data Transformation project - particularly new reporting standard SRS251 - 
will provide significant benefits to funds once initial challenges are 
overcome.   

A climate of risk and opportunity  

A recent case has highlighted legal exposure in relation to how trustees 
manage climate related risks. We contemplate developments that are 
driving the ‘act now’ expectations of the community and regulators as well 
as the difficulties faced by trustees in operationalising climate related 
risks. 
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Key focal points in 2021 

Regulatory change 

Several elements of regulatory change are due for implementation in 2021 
– key recommendations from the Financial Services Royal Commission, 
the new Design & Distribution Obligations, the Your Future, Your Super 
reforms, the uplift in reporting under APRA’s Superannuation Data 
Transformation project and the changes under RG97.  

Risk and regulation 

We see no reprieve for Chief Risk and Compliance Officers in 2021 as the 
push to lift governance, culture, remuneration and accountability standards 
across the industry continues.   

Member Outcomes  

There were a number of challenges for many funds and providers 
completing the first iteration of the member outcomes framework. We’ve 
summarised these challenges and considered what’s next as funds 
embark on the next round of the requirements. 

General v personal advice – where to draw the line 

The High Court decision in Westpac/BT and the new anti-hawking laws 
will impact member acquisition, engagement and retention strategies. 
Trustees should revisit their interactive contact points with new and 
existing members across all channels against these new developments in 
the law. 

Data Protection & Privacy 

The use of third-party arrangements gives rise to additional challenges for 
superannuation funds in an environment highly regulated for privacy. We 
outline key areas for considerations by funds when managing members’ 
personal information.  

Tax 

82 of largest superannuation funds have now been issued Streamlined 
Assurance Reports (STARs) by the ATO, allowing us to understand 
common areas that received lower assurance ratings. We also discuss tax 
governance and risk management, tax issues flagged to market and 
technology: data and automation.  

Technology 

Technology plays an important role in how funds respond to change. More 
now than ever, technology executives are facing key questions on their 
ability to respond and we are seeing increasing efforts and investment in 
digital and data capabilities across a range of areas. 
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Superannuation funds  
over 2019/20 

As at 30 June 2020 we were only a few 
months into the COVID-19 pandemic, two 
months into the Superannuation Early Release 
Scheme, markets were on the rebound from 
the initial impacts of the pandemic… 

Following years of consistent growth, the impact of the pandemic 
meant that the superannuation sector as a whole did not grow in 
AUM over 2019/20 – the sector captured by Super Insights 
remaining at $2.4 trillion3, or $1.7 trillion excluding SMSFs.   

The Superannuation Early Release Payments (SERPs) scheme 
along with the first Protecting Your Super (PYS) transfers to the 
ATO contributed to a 12 percent reduction in the number of 
member accounts – from 25 million to 22 million excluding 
SMSFs.  Net cash flows also reduced significantly – from $30.5 
billion to $21.2 billion excluding SMSFs.  61 percent of the 
funds/providers displayed in the Dashboard were in net outflow 
over 2019/20. 

The number of APRA‑regulated entities reduced from 171 to  
154 funds, displayed in the Dashboard as 84 funds/providers as 
the data for funds under the same trustee/provider have 
been combined. 

This section of the report looks at the experience and  
outcomes for funds in 2019/20 based on APRA’s and the  
ATO’s published data. 

The impacts of COVID-19 

The first few months of the COVID-19 pandemic impacted 
superannuation funds through: 

• the impact of direct market falls on AUM 

• the impacts on inflows from contributions 

• the impact on outflows and number of accounts from the 
SERPs scheme, which was on top of the transfers of small, 
inactive accounts to the ATO under PYS. 

 
3 Restated from $2.7 trillion in last year’s Super Insights report which was based on total assets 
and not total net assets. 
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Market movements 

The market falls as a result of the pandemic followed by the partial 
recovery by 30 June resulted in the superannuation sector overall 
delivering a flat (net of tax and fees) return of -0.4 percent over the 
year, or -0.9 percent excluding SMSFs. By sector, the corporate 
funds and SMSFs were the only sectors achieving positive returns 
with the public sector funds delivering flat returns on average and 
industry funds outperforming the retail sector: 

 Sector return to  
30 June 2020 

Corporate 0.9 percent 

Industry -0.7 percent 

Public Sector 0.1 percent 

Retail -1.7 percent 

SMSFs 0.7 percent 

The continued recovery in investment markets led to 
superannuation funds returning approximately 6% on average 
from 30 June to 31 December 20204. 

Inflows 

Given that the pandemic only impacted the later months of 
2019/20 and the measures the government had put in place to 
maintain employment, the impacts on contributions to 
superannuation over the year were not as severe as may have 
been expected. 

There was still an overall increase in total contributions to 
superannuation between FY19 and FY20, albeit by a smaller 
margin than for the prior year. 

This was driven by employer contributions which increased by 6.0 
percent between FY18 and FY19 but only increased by 0.9 percent 
between FY19 and FY20. 

However, member contributions increased by 4.0 percent 
between FY19 and FY20, a higher margin than the 2.9 percent 
increase between FY18 and FY19. 

By sector, the industry fund sector experienced the greatest 
increase in both employer and member contributions, by 10.7 
percent and 10.5 percent respectively. This is likely to reflect the 

 
4 APRA Quarterly superannuation performance statistics highlights December 2020 
https://www.apra.gov.au/sites/default/files/2021-
03/Quarterly%20superannuation%20performance%20statistics%20highlights%20-
%20December%202020.pdf 

https://www.apra.gov.au/sites/default/files/2021-03/Quarterly%20superannuation%20performance%20statistics%20highlights%20-%20December%202020.pdf
https://www.apra.gov.au/sites/default/files/2021-03/Quarterly%20superannuation%20performance%20statistics%20highlights%20-%20December%202020.pdf
https://www.apra.gov.au/sites/default/files/2021-03/Quarterly%20superannuation%20performance%20statistics%20highlights%20-%20December%202020.pdf
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continued trend in movement from the retail to industry sector 
(see below). 

Outflows 

Even though the SERP scheme only commenced in April 2020 and 
payments for the first tranche of applications were still being made 
in early July 2020 it had a significant impact on outflows. In 
particular lump sum payments from the industry fund sector more 
than doubled over the year. 

Resulting market position at 30 June 2020 

The fairly flat market performance combined with increased 
outflows which, for some funds, involved the closure of small 
accounts resulted in a shift in the superannuation landscape at  
30 June 2020: 
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Other activity 

Mergers and acquisitions 
The merger of First State Super with VicSuper to form Aware 
Super and the completion of IOOF’s acquisition of the ANZ Wealth 
business impacted the funds in the $50 billion and above space. 
As at 30 June 2020 the (now 13) >$50 billion funds make up 72 
percent of total AUM and 71 percent of member accounts. 
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Operating expenses and MySuper 
administration fees 

Over the year there was a 4 percent increase  (from $277 to $288 
per member) in the median administration and operating costs per 
member, however the change was more significant at a sector 
level with the average cost per member within the retail sector 
actually reducing by 21.0 percent, from $316 to $250 per member 
whereas the average cost per member within the industry fund 
sector increased by 4.9 percent, from $226 to $237 per member. 

The reduction in IOOF’s reported administration and operating 
costs per member from $538 for FY19 to $208 for FY20, including 
the acquisition of the ANZ Wealth business comprising Oasis 
Funds Management ($954 per member for FY19) and ANZ Wealth 
($57 per member for FY19) was a significant factor in the 
reduction in median costs.  

Apparent increases of 22.1 percent for the Public Sector funds and 
22.3 percent for the Corporate fund sector are distorted by 
changes within these sectors, in particular VicSuper and First State 
Super (which both had below median costs per member) merging 
to a single fund; and the small defined benefit – and therefore 
relatively high cost - corporate fund, Manildra Flour Mills, being 
captured for the first time in the 2020 data. 

Over the same period the median MySuper administration fee for 
a representative $50k average balance increased by 5.4 percent, 
from 0.37 percent of the $50k balance (or $185 per member) to 
0.39 percent (or $195 per member). The median MySuper 
administration fee for the retail sector actually remained level; 
whereas the median for the industry fund sector increased by 9.7 
percent, from 0.31 percent ($155) to 0.34 percent ($170).  
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Significant differences remain between median operating costs 
per member and MySuper administration fees for a $50,000 
balance within each sector and between sectors - noting that 
these are not directly comparable. In particular MySuper 
administration fees apply to only a portion of the membership, 
whereas operating costs are across the membership, including 
higher cost defined benefit and wrap products, and not all funds 
have a MySuper product.   
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Winners and losers 

Sector market share 
The increased net outflows from the retail sector to the benefit of 
the industry and public sector funds reduced over the year. In 
particular, net outflows from the retail sector reduced from $13 
billion in 2018/19 to $3 billion in 2019/20, whereas net flows into 
the industry fund sector reduced from $17 billion to $15 billion. 

With the flows between sectors over the year, as well as the 
different impacts of the pandemic, the market share of the 
different sectors saw minimal change over the year: 
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APRA Heatmap sustainability measures 
Excluding NSW Fire Brigades Fund (an insurance only fund), the 10 
funds with the highest Net Cash Flow Ratios generally reflect a 
mixture of providers offering wrap products and the industry 
funds: Australian Ethical Super, AustralianSuper and HostPlus. 

The ERF, Ausfund, had the highest Net Cash Flow Ratio in 
2018/19, which we indicated was likely to reflect the last flows to 
ERFs before PYSP and PMIF redirected flows of small accounts to 
the ATO. For 2019/20, flows in to Ausfund continued however 
$300m of benefit payments gave it the highest negative Net Cash 
Flow Ratio. 

In line with how Net Cash Flow Ratios are calculated by APRA for 
disclosure in the Heatmap, the Net Cash Flow Ratios captured in 
the dashboard exclude cash flows which relate to Successor Fund 
Transfers. 

For this year’s Super Insights dashboard we’ve included a new 
view of Net Cash Flow Ratio by AUM. For 2019/20 this view is not 
showing a relationship between the Net Cash Flow Ratio and the 
size of the fund, i.e. larger funds are not necessarily attracting 
disproportionately higher inflows or reduced outflows. 

 

The top and bottom funds in relation to Total Accounts Growth 
Rate (showing the growth in accounts, again excluding Successor 
Fund Transfers) capture similar funds to the top and bottom funds 
for the Net Cash Flow Ratios. 

The small ($0.4 billion) retail fund, Aracon Super, in particular 
attracted a relatively high number of new members during the 
year. We note that, from March 2021, this fund is now under EQT. 
EQT’s significant reduction in the number of accounts for 2019/20 
largely reflects the SuperTrace ERF which lost 90 percent of its 
membership over the year. 

Similarly, Perpetuals reduction in accounts reflects the Australian 
Eligible Rollover Fund which lost 85 percent of its membership.   
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Funds attracting member contributions 
To identify funds which are winning in engaging with their 
members we’ve looked at the average member contribution 
(salary sacrifice and personal contributions) per active pre-
retirement member.  
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Not surprisingly the funds with the highest per member 
contributions are generally wrap providers or funds with defined 
benefit members which may require a level of compulsory 
member contributions. 

Below the top 10 funds, defined benefit membership is likely to be 
a factor in some of the other public sector funds rating highly. 

Examining the data based on fund size there is not a clear 
delineation between outcomes (the average member contribution) 
between large (>$25 billion) and small (<$25 billion) funds.  
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Changes in the Financial 
Advice market 

Although not captured in the APRA or ATO data 
and therefore not included in the Super Insights 
dashboard we have performed separate 
analysis of trends and the distribution of Retail 
Financial Adviser numbers.    

This is of relevance to superannuation funds given the trend in 
funds’ engagement with advisers – to meet members’ advice 
needs as well as in light of the likely impact of the Your Future, 
Your Super changes on the default fund arrangements and the 
increasing need for funds to engage with members individually. 

Trend in Financial Adviser numbers 

 
Source:  ASIC Financial advisers data set (February 2021); KPMG research and 
analysis (2021) 

The number of Retail Financial Advisers in Australia has been on 
the decline since 2018 falling from ~28,951 advisers in 2018 to 
21,117 advisers as of February 2021 – a ~10 percent CAGR 
reduction. 

Financial advisers aligned to banks continue to exit the industry as 
the Big 4 banks divest their wealth and/or financial advice 
businesses. 
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Financial advisers by category 

 
5 Small advice licensee 

Source:  ASIC Financial advisers data set (February 2021); KPMG research and 
analysis (2021) 

Greater than one third of financial advisers could be classified as 
independent6 and not being affiliated to one of the larger product 
brands in the market. 

The non-bank retail wealth advice licensee category makes up the 
second largest category as this includes organisations such as 
AMP and IOOF. 

The major banks and mutuals make up less than ~10 percent of 
the market as major banks have divested their financial advice 
businesses.  

 
5 “KPMG has defined a “large advice licensee” as those that have more than 100 financial 
advisers, e.g. accounting or professionals’ network, while “small advice licensees” are those 
that have less than 100 financial advisers.” 
6 KPMG has not undertaken analysis to determine if the advisers meet the Corporations Act 
definition of “independent”. The term “independent” in this instance is used to mean that the 
advisers are not owned by a product manufacturer. 
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Beyond 2020 

Between 30 June 2020 and 31 December 2020 
the investment market recovery continued – 
the industry returning 6 percent on average7.  
However the SERPs scheme led to further 
outflows and reductions in accounts.  $36.4 
billion of payments were made under the 
SERPs scheme to 31 January 2021. 

Projecting the industry forward to 2025 

We have projected the AUM of the Super Insights population 
forward to 30 June 2025 under a number of scenarios: 

Base scenario 
Under the base scenario we have assumed: 

• net earnings rates across all sectors are 6 percent to 31 
December 2020, in line with the average experience; 

• future net earning rates from 1 January 2021 across all sectors 
are 6 percent per annum. This reflects a combination of 
inflation expectations of 2.1 percent per annum.8 and the 
average return target of MySuper products as at 31 December 
2020 of 2.8 percent per annum above inflation; 

• contributions to each fund are based on the median 
contributions for the three years to 30 June 2020, inflated at 3 
percent per annum (AWOTE assumption) and reflecting the 
currently legislated increase in the SG rate (increasing to 10 
percent from 1 July 2021 and to 12 percent from 1 July 2025); 

• benefit payments from each fund reflect the payments for 
FY20 for projected FY21 (to approximate for the continuation 
of the SERPs scheme) and then reflect the average of benefit 
payments for FY18 and FY19, indexed with the 6 percent per 
annum net earning rate for future years; 

• rollovers to/from each fund reflect a weighted average of 
rollovers for FY20 (45 percent), FY19 (35 percent) and FY18 

 
7 APRA Quarterly superannuation performance statistics highlights December 2020 
https://www.apra.gov.au/sites/default/files/2021-
03/Quarterly%20superannuation%20performance%20statistics%20highlights%20-
%20December%202020.pdf  
8 The difference in yields between 10 year nominal and inflation linked bonds as at February 
2021 as published by the RBA https://www.rba.gov.au/statistics/tables/ 

https://www.apra.gov.au/sites/default/files/2021-03/Quarterly%20superannuation%20performance%20statistics%20highlights%20-%20December%202020.pdf
https://www.apra.gov.au/sites/default/files/2021-03/Quarterly%20superannuation%20performance%20statistics%20highlights%20-%20December%202020.pdf
https://www.apra.gov.au/sites/default/files/2021-03/Quarterly%20superannuation%20performance%20statistics%20highlights%20-%20December%202020.pdf
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(20 percent), indexed with the 6 percent per annum net 
earning rate; and 

• expenses reflect the highest level in the three years to 30 
June 2020, indexed by 2.5 percent per annum per annum. 

Note, the projections do not consider fund mergers or 
consolidations – it is effectively assumed that any 
mergers/consolidations occur within the relevant market sector. 

The results of these projections by sector are illustrated on the left 
and on the previous page. 

These projections result in industry funds overtaking the SMSF 
sector by 30 June 2021 and making up 36 percent of the total 
market AUM of $3.40 trillion by 30 June 2025, followed by SMSFs 
at 27 percent and the retail sector at 22 percent. 

These projections do not allow for any closures among the 12 
corporate funds which currently make up approximately 2 percent 
of the market – any closures would be expected to result in 
inflows to the retail and/or industry fund sector. 

 
Alternative scenarios 
We’ve performed projections based on two alternative scenarios: 

• where the increase in the SG rate is deferred to after the 
projection period; and 

• where the net flows in/out of each sector are removed. 
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Where the SG rate does not increase from the current 9.5 percent 
per annum level, the projected total market AUM at 30 June 2025 
is $3.35 trillion, i.e. reduced by approximately $40 billion. The 
projected market share across the sectors is broadly unchanged. 

 

Where net flows in/out of each sector are removed, the growth in 
the industry fund sector is slowed so that it only just exceeds the 
SMSF sector at 30 June 2021 and, by 30 June 2025 represents 34 
percent of the market. The retail sector is projected to hold onto 
24 percent of the market at 30 June 2025.  

 

Something close to this scenario could play out, given the aging 
population, if the retail sector continues to capture a larger 
proportion of the retiring population and the industry fund sector 
does not evolve to capture this demographic.  
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The challenges of growth 

There are some distinct trends evident  
in the industry, with resulting business 
transformation and associated challenges  
that funds need to meet. 

As foreshadowed in last year’s Super Insights report the biggest 
trend impacting the industry continues to be consolidation with a 
further seven mergers having been announced since last year and 
many more are in discussions.  

Note: 

1) Successor/Receiving Fund - Fund that remains in existence post-merger 

2) Transferring Fund - Fund that consolidates into the Successor Fund 
(members and FUM transferred).  

For unknown Successor Funds (yet to be determined) the larger of the two funds 
has been used for analysis  

The above analysis excludes SFTs <$500m 

Source: APRA Annual Fund-level Superannuation Statistics Back Series June 2020  
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Whilst most of the consolidation activity is in the industry fund 
space, the retail space is undergoing separate transformation 
through restructure – with the separation of wealth businesses 
from the major banks and separation of Registrable 
Superannuation Entity (RSE) and Responsible Entity (RE)  
roles, i.e. the requirement that superannuation trustees do not 
perform other roles. These activities will continue to occupy funds 
and providers on top of immediate regulatory reforms that all 
funds need to meet. 

The consolidations will increase the scale of the mega (>$100 
billion) and sub-mega (>$50 billion) funds and widen the gap 
between these funds and the rest of the market, albeit that the 
impact of the early release measures have seen significant 
reductions in account numbers for some of the mega and sub-
mega funds. 

There continues to be a ‘void’ between the sub $30 billion and 
above $50 billion funds. 
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Note, the AUM as at 30 June 2019 is based on total assets, 
whereas the AUM as at 30 June 2020 reflects total net assets.  

Where the current merger activity completes, based on 30 June 
2020 data, 76 percent of AUM and 77 percent of member 
accounts will be managed by the top 12 funds / providers with 
AUM >$50 billion and 47 percent of AUM and 43 percent of 
member accounts will be managed by 5 $100 billion + ‘mega 
funds’ [QSuper/Sunsuper/PostSuper, AustralianSuper, IOOF & 
MLC, Aware Super, AMP].  

Whilst any fund merger is required to be in members’ best 
interests and any merger business case will identify expected 
benefits under the combined fund, in our experience a fairly 
conservative approach is typically taken to the identification of 
benefits.  The risk that is too easily realised is that the merger 
meets and does not greatly succeed these conservative 
expectations.   

A driver of this may be where one fund merger is quickly followed 
by the next so that the bedding down and realisation of full 
benefits from the first merger are overtaken by a subsequent 
merger. Otherwise the BAU operations of the merged fund, where 
BAU increasingly means meeting regulatory change, may mean 
that the resources to devote the necessary efforts to fully 
capitalise from the merger are just not available.  

However, increasingly the ‘mega’ (>$100 billion) and ‘sub-mega’ 
(>$50 billion) funds have the resources to absorb a merger whilst 
continuing to develop and evolve their products and services to 
meet the changing needs of members.  

Whilst developments in products and service offerings are not 
isolated to funds with scale – some smaller funds have shown that 
they can be innovative – they are more common in the larger 
funds. These developments are transforming the nature of funds’ 
businesses and bringing with them new operating challenges. As 
the retail providers are undergoing restructures to separate their 
wealth arms and their trustees, the industry funds are developing 
into more integrated businesses, with multiple functions needing 
to be overseen by the Trustee Board.  

The trends in development of products and services are, 
appropriately, in response to member needs and expectations as 
well as the continual need to, at a minimum keep up with, if not 
differentiate from competitor funds as part of retaining existing 
and attracting new members. The upcoming changes from the 
Your Future, Your Super reforms will only increase this need – 
particularly as it impacts organic growth from default contribution 
flows for funds that are heavily reliant on the default system. 

  

The trends in development 
of products and services 
are, appropriately, in 
response to member needs 
and expectations as well as 
the continual need to,  
at a minimum keep up  
with, if not differentiate 
from competitor funds as 
part of retaining existing and 
attracting new members.  .  
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Meeting changing member needs and 
expectations 

The member demographic trend before COVID-19 was already 
signalling the need to refocus member product and service 
development towards the pre-retirement and retiree population 
with the existing acknowledgement of the challenges of 
succeeding in this space.  

The pandemic introduced and accelerated other trends: 

• The early release measures brought superannuation to 
Australian’s attention; suddenly superannuation became a 
lifeline to many individuals for whom superannuation was 
previously associated with retirement. 

• Increasing use of digital solutions:  as a significant portion of 
the Australian workforce moved ‘online’ and to 
working/operating from home, almost overnight, individuals’ 
access and use of all services (financial and otherwise) also 
moved online.  Given members’ experiences of other 
industries their expectations of online offerings from their 
funds have increased. 

• For funds that were already set up to meet member 
engagements needs online or responded quickly to this need, 
a silver lining of the pandemic has been their ability to leverage 
this channel and resulted in a higher level of communication 
with their members.   

Internalisation of operations 

There is a trend in internalisation of operations across three key 
areas – administration, investments and advice. 

There are a number of drivers of internalisation of administration – 
which may be for a component, e.g. call-centre operations, or for 
the full fund administration: 

• A desire to have better control over the member experience - a 
common driver to insource the call-centre 

• The desire to have better control/flexibility over the services.  
Where the service is outsourced any changes to administration 
services and product changes which have administration 
implications relies on the outsourced provider to implement 
the necessary changes and are subject to the costs charged by 
that provider. 

• COVID-19 impacts on service providers. 2020 saw many 
outsourced service providers negatively impacted, especially 
those with offshore operation and consequently tactical 
solutions were urgently required to be put in place. Given the 
uncertainty regarding the ability for offshore administration 
providers such as those in India to continue to provide services 
in the near term in particular, in accordance with their 

A new trend that we’re 
seeing in the industry fund 
space is increasing 
engagement with the IFA 
market.  Whilst this has 
long been an established 
model for the retail sector, 
the restructures and 
consolidation in the retail 
sector, as well as the 
increasing focus on 
meeting the advice needs 
of members have seen 
industry funds recognise 
the importance of 
engaging with IFAs.   
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Australian client’s contractual needs, funds need to review 
these arrangement to ensure continuity of cost effective 
administration. 

• The limited choice in the Australian outsourced administration 
market so that the insourcing option has a higher weight 
relative to other options than were there to be a larger number 
of potential outsourced providers. 

• Costs, noting that any cost benefits of insourcing need to be 
balanced with the insourcing of associated risks.  In addition, 
moving to an insourced model can lead to increases in one-off 
costs for regulatory change where the costs of these changes 
are met by the fund alone, instead of typically being spread 
across multiple clients of the outsourced administrator. 

For insourcing of investments the key driver tends to be costs – on 
the basis that the fixed costs of investment management can be 
spread over the fund’s total FUM reducing the basis point fee as 
FUM grows; compared to typical outsourced investment 
management costs which are charged as a fixed basis point fee or 
a basis point fee with some scaling.   

Whereas insourcing of investments was initially limited to specific 
asset classes – notably cash and Australian equities; with the 
mega funds having the ability to build large investment teams with 
strong capabilities which are attractive to investment 
professionals, the range of asset management being brought in 
house is expanding.  The next trend of global investment offices 
within Australian superannuation fund operations has started. 

In relation to advice the desire to meet the needs of more 
engaged members, the demographic shift, and the move online all 
point to the drive for an accessible, interactive, digital member 
engagement and advice model and we are seeing increase activity 
in funds seeking to achieve this.  We see the ability for funds to 
provide guidance and advice as a key factor in the retention of the 
increasing proportion of members reaching retirement. 

At the same time the Westpac test case and new anti-hawking 
laws on interactive member engagement highlight the risks 
inherent in offering all levels of advice.  Funds seeking to succeed 
in the member engagement and advice space with better 
outcomes for members and better control of risks are typically 
looking to insource elements of the advice model. 

Engagement with IFAs9  

A new trend that we’re seeing in the industry fund space is 
increasing engagement with the IFA market.  Whilst this has long 

 
9 An IFA is an industry term to mean a financial adviser not employed by 
a product provider. We use this term generally and not strictly in terms 
of an “independent financial adviser” who strictly meets this restricted 
term in the Corporations Act.  
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been an established model for the retail sector, the restructures 
and consolidation in the retail sector, as well as the increasing 
focus on meeting the advice needs of members have seen 
industry funds recognise the importance of engaging with IFAs.  
The Your Future, Your Super changes which will reduce the 
relevance of default fund arrangements and increase the need to 
attract and retain individual members also push the relevance of 
this model. 

Increased scrutiny from regulators  

Finally, the execution of any of these changes as well as BAU 
operations, are happening under a post Royal Commission world, 
where the regulators are applying more scrutiny, calling funds to 
account and being less lenient on timeframes for action. 

What does all this mean? 

None of these trends reflect discrete changes in a fund’s 
operations that can easily be made with minimal impact on the 
rest of the business.  

At a minimum, internalising any element of administration, 
investments and/or advice will also need to be considered through 
the lens, as an AFSL, of adequacy of resources (people, processes 
and system) and will likely result in, for example, engaging new 
and different resources, requiring an appropriate increase and 
tailoring of HR focus, new training needs etc.   

Internalisation of administration and/or investments can easily 
increase resources by a significant percentage with corresponding 
influence on the business culture that needs to be catered to. 

In reality any move to insource will impact every area of the 
existing business: 

• New IT systems (administration platforms, investment 
research and management tools, advice software) will need to 
be supported by appropriate infrastructure and by 
increased/new IT support teams, will need to integrate with 
existing systems and with other providers, e.g. the custodian.  
They will also need to be incorporated into the fund’s business 
continuity and disaster recovery planning which may 
significantly increase in significance if the fund has previously 
been largely outsourced. 

• Any of the functions being insourced have significant risks that 
will move from being outsourced with some level of oversight 
by the Trustee to the Trustee taking on full responsibility.  
Trustees will need to assess if internalising is within their risk 
appetite and consider the impact on their risk framework and 
control environment. Risk controls performed by the 
appropriate business area, reporting to facilitate oversight by 
the risk management function and reporting to the board will 

Ultimately as funds 
grow in size and the 
products, services and 
functions they offer and 
perform, all elements of 
their business will need 
to transform so that 
they can operate 
efficiently and capitalise 
on growth instead of 
simply managing the 
burden of growth.  
Simply bolting on 
people, systems, 
products and services to 
the existing business 
will not achieve this.  
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all need to uplift. Internal audit plans will also need to reflect 
the changes. 

• Any change in risk profile, as well as general growth in a fund’s 
business, should also trigger a review of the Operational Risk 
Financial Requirement (ORFR). Although APRA has not 
specifically called out a requirement to increase the 
sophistication applied to calculate the ORFR since they were 
first introduced – there is still a concentration in ORFR holdings 
around the 25bp which was APRA’s original expectation of the 
requirements for a normal fund – the size and breadth of the 
business operations that funds are moving to should be 
properly reflected in the holding for operational risk as part of 
normal business practice.  In addition, any other reserves held 
by the Trustee, e.g. for capital investment, should be 
commensurate with the breadth of the products and services 
offered by the fund which will need ongoing investment to 
continue to evolve. 

• For the Trustee Board there will be impacts on the reporting 
and oversight that the Board and Board Committees need to 
be across; accountabilities at the Board and Executive level 
need to reflect the new functions. 

• AFSL licenses may need alteration, new Responsible 
Managers appointed. 

• The list goes on… 

Apart from any insourcing strategy, any developments to meet the 
impact of demographic trends on members – particularly to meet 
the needs of the retiring and retired population – need to be more 
than the isolated introduction of a new product/services, to have a 
real chance of succeeding.  

Ultimately as funds grow in size and the products, services and 
functions they offer and perform, all elements of their business will 
need to transform so that they can operate efficiently and capitalise 
on growth instead of simply managing the burden of growth. Simply 
bolting on people, systems, products and services to the existing 
business will not achieve efficient, sustainable growth. 

The member outcomes framework, Design and Distribution 
Obligations (DDO) requirements, the change in members’ 
expectations of their super funds as well as the likely impacts on 
Your Future, Your Super on funds’ distribution models and sources 
of growth should be key influencers of future super fund models. 
Our proposition is that any business transformation – post a merger, 
on internalisation of a function and/or on introduction of a new 
product or service – needs to be target a member centric 
operational model to truly succeed and meet the regulators’ 
expectations.   
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Key challenges  
and opportunities 
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Mergers – the pace of 
change continues  
to increase 

In the past 12 months super funds have faced 
unprecedented change - members, employers, 
regulators, government and media are all placing 
new demands on funds. Our 2020 Super Insights 
report predicted the rise of the mega fund, 
continuing fund consolidation and Retail fund 
transformation – all of which have occurred at 
even greater speed than envisaged.  

In 2021, we do not expect the pace of change to slow. As funds 
continue to face into various sector challenges, merger activity will 
increase – signalling profound structural and continued Industry 
transformation.  

KPMG has identified five (5) key drivers of change for superannuation 
fund mergers and business model transformation in 2021: maturing 
regulatory & government settings; business model sustainability; 
separation and integration; globalisation; and rising member 
expectations, illustrated on the following page. 

Maturing regulatory & governance settings 

The 2019 Royal Commission into Superannuation created an 
increased focus on the fiduciary responsibilities of Trustees. The 
recommendations and associated media attention generated a more 
contemporary expectation from Australians around delivering on the 
promise, acting in their interests, benchmarking the performance of 
related party investments and ensuring fit-for-purpose products and 
services are being delivered by their funds.  

For many funds, meeting rising member expectations may lead to an 
increased cost-to-serve members – all pointing to an underlying need 
for funds to find more sustainable ways to operate. 
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The Your Future, Your Super (YFYS) package announced in the 2020-
21 Budget has further shaped the reforms envisaged in the 
Productivity Commission report. The potential effect of stapling a 
member to their existing super fund is expected to provide some 
funds a significant challenge attracting new members. Together with 
the related effect of shifting distribution away from employers, many 
funds will need to transform their value proposition if they are to 
continue to attract and maintain new members. 

Note: 

1) Successor/Receiving Fund - Fund that remains in existence post-merger 

2) Transferring Fund - Fund that consolidates into the Successor Fund (members 
and FUM transferred).  

For unknown Successor Funds (yet to be determined) the larger of the two funds has 
been used for analysis  

The above analysis excludes SFTs <$500m 

Source: APRA Annual Fund-level Superannuation Statistics Back Series June 2020 
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Despite the challenging regulatory environment, new entrants in and 
around the superannuation industry have continued to gain market 
traction, providing significant disruption to key service providers of 
funds. We have witnessed new participants to the industry at multiple 
points throughout the value chain – having genuine impact on 
operational efficiencies, administration and technology platforms, in 
addition to new funds entering the market. 

Fund governance has and will continue to be in the spotlight in 2021. 
Trustee Boards are facing into increased accountability and fiduciary 
responsibilities. The skills and independence of Non-Executive 
Directors, together with the capabilities of senior fund executives are 
becoming pivotal for the execution of successful merger transactions. 
In addition, boards are looking to develop deeper governance around 
tax matters, with the ATO’s expectations of funds growing following 
their review of the Top 100 and Top 1,000 taxpayers.  

Increasingly, KPMG is witnessing funds looking to consolidate their 
capability through mergers. Funds are seeking the strategic edge that 
a wider capability set, both within the Trustee Board and Fund 
Executive level, can add to their ability to deliver on member 
outcomes. Widening merger objectives beyond growth, particularly in 
large/mega funds is a new observation over the past 12 months. 

Business model sustainability 

Central to the YFYS initiatives has been the increased transparency 
and reporting requirements (of performance and fees) for funds. 
Escalating the level of transparency is expected to empower 
members to make better informed fund choice decisions. In turn, 
meeting the new transparency expectations is leading to amplified 
reporting requirements and changes in valuation policies (particularly 
for unlisted assets).  

APRA’s continuing and expanded use of benchmarking heatmaps to 
review investment performance and fees will also act as a driver for 
business model change and fund mergers, as many seek to avoid the 
possibility of fund closure to new members whilst investment 
performance is improved. 

The sustainability of current cost recovery models is coming under 
intense pressure and increasing demand for reporting is becoming 
progressively more difficult. KPMG is witnessing a greater number of 
funds engaging in merger discussions for scale and to facilitate 
broader organisational capability to continue to meet (and in some 
cases, exceed) expected outcomes for their members and employers. 

Separation and integration: realising the 
expected benefits of a merger 

KPMG believes it is imperative the superannuation industry executes 
and successfully delivers on the commitments made from 
transformation and merger activity. Changes of this cost and 
magnitude must demonstrate a rigorous assessment of member 
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outcomes and clearly demonstrate the fund has delivered on its 
financial and strategic objectives for members. Effecting a robust due 
diligence process and systematic transition planning process are 
critical. 

We know that only 30 percent of M&As ultimately achieve initial 
synergy targets - with people & culture and business complexities 
being the greatest challenges. Funds can minimise transaction risk by 
developing plans to take control, capture value and mitigate 
integration risks. We note that integration costs remain high and have 
an increasing implication on the overall expense of a transaction. The 
continued pace of change has also not yet caught up with the taxation 
treatment facing fund mergers and we expect considerable framing 
and crafting to be required. 

In the race for scale, the opportunity cost of undertaking an SFT must 
be clearly articulated and demonstrable. 

While rollover relief being made a permanent feature of the tax 
landscape is welcome, it is important to note that it is limited to direct 
holdings / mandates of funds and does not extend to encompass 
assets held in trusts, or pooled arrangements, which may limit 
synergies that funds can extract from a merger. We also note that 
rollover does not extend to foreign taxes (which are becoming more 
prominent as funds geographically diversify their investments), and 
also to certain indirect taxes (although it is noted that relief may be 
available in certain states). Further legislative reform is required to 
remove tax as a prohibitive cost to merge, and to incentivise funds to 
consider new and unique inorganic growth strategies.  

Globalisation 

Scale will provide funds with greater access to assets, making it 
increasingly difficult for small funds to compete without it. Funds are 
increasingly looking offshore to generate investment opportunities 
with the aim of enhancing the overall net returns to members. In 
order to ensure success, funds must align their strategy, governance 
and capability skillsets, both onshore and offshore, to capitalise on 
and respond to global opportunities.  

With funds’ heritage of infrastructure investment in Australia, the 
opportunity also exists for funds to export their experience in real 
assets overseas – finding the right projects to bring the required 
commercial, environmental and strategic benefits may also prove 
challenging, with lack of projects seemingly a bigger problem than 
capital. Funds will need to have an increased connection with 
international deal flow - and either develop deep capability quickly, or 
partner to obtain that capability both onshore and offshore. 

Simultaneously, the cultural attributes of a fund will need to be 
protected in order to bring any offshore resources in line with the 
culture and values of the Australian fund. Likewise, the tax and 
structuring implications from treatment of returns from offshore 
investments. Understanding and assessing risk will be paramount for 
success when activating a truly global investment strategy. 



Super Insights 2021 

KPMG | 34 
 

©2021 KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent 
member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights 
reserved. The KPMG name and logo are trademarks used under license by the independent member firms of the 
KPMG global organisation. Document Classification: KPMG Confidential 

Liability limited by a scheme approved under Professional Standards Legislation. 

Rising member expectations 

To meet the future state expectation of members, funds will need to 
develop a seamless, omni channel, end-to-end experience for 
members; requiring investment in enablement technologies to realise 
this capability.  

Funds will need a greater focus on product design in both the 
accumulation and pension phases as the shift in distribution from 
employers to members gathers momentum. Members expect 
proactive, personalised service guiding them at each stage of the 
superannuation journey – from account opening to retirement, and 
also during specific important transactions such as insurance claims 
and underwriting.  

Members will continue to pressure for greater access to services via 
digital channels whilst simultaneously demanding lower fees. To 
deliver against these requirements funds will need to improve 
fragmented approaches to service delivery and rationalise and simplify 
products in order to address members’ concerns with regards to fees. 

Getting the balance between great investment performance, 
competitive fee structures and great member experience will 
continue to challenge funds – placing increasing pressure on 
underperformance. 

Unprecedented speed of retail transformation 

In 2020 KPMG foresaw an uptick in the transformation and separation 
of retail wealth businesses. Substantive high value separation activity 
has since occurred in a highly concentrated group of retail funds. In 
2021 we do not expect the rate of change to abate. Further 
consolidation is probable as the impacts of stapling may prove to be 
too challenging for those funds who have relied on default members 
for growth. 

The speed of change in retail funds is also likely to be disruptive for 
members. As retail funds implement operational simplification 
programs, continue their customer remediation programs and execute 
digital capability uplifts, they will also simultaneously need to seek 
alternative channels of distribution as the substantive distribution 
from advice channels evolves. 

What’s worked in the past will not provide the 
same level of success in 2021 

The size, complexity and regulatory oversight funds are now facing 
makes undertaking a merger vastly different now than it was a year 
ago. Structuring and operationalising an effective merger is beyond a 
simple Successor Fund Transfer. There are multiple structures for 
funds to consider and what’s worked in the past is unlikely to lead to 
demonstrable better member outcomes in 2021.  
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The potential impacts of stapling, together with the loss of member 
accounts some funds have already experienced as a result of the 
COVID-19 temporary early release program, may lead to a very 
challenging 2021/22 (with potential continued implications on super 
fund operating budgets).  

We expect further hastening of inorganic growth strategies, together 
with business model efficiencies and extensive business model 
transformation occurring in order for funds to deliver upon rising 
member expectations without increasing the cost to members. 

KPMG will take a deeper look into mergers and fund transformation 
later in the year in our ‘Transformation in Superannuation Industry 
2021’ Report.  
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Governance, risk  
and controls during a merger 
transition 

Trustee directors and fund executives need to 
actively manage the risks associated with fund 
mergers to ensure a smooth member experience 
during and after transition, as well as mitigate the 
impact of potential operational and reputational 
risks  

As highlighted above, the superannuation sector has experienced 
consolidation at a rapid pace in the last 12 months to maximise the 
financial best interests for its members. Mergers are expected to 
continue for the foreseeable future. It is essential to have a robust 
governance structure in place, supported by adequate identification of 
the risks and associated action plans and controls in place to ensure a 
successful merger.  

Trustee boards and fund executives must ensure strong governance 
practices are in place to demonstrate awareness of the risks 
associated with the merger and how it is actively managing and 
responding to any changes in the risk profile of the merger.  

Highlighted below are some of the key good governance activities 
that should be conducted pre-merger, during the merger and post-
merger to ensure benefits are realised, errors/impacts to member 
accounts are minimised and new processes are running effectively: 

Pre-merger:  

• Project management and reporting. There is a robust project 
management framework to manage the merger including scope, 
scheduling, key dependencies, budget, benefits, risks, issues, 
reporting and business readiness. 

• Resourcing. There is appropriate resourcing within the fund, and 
also at service providers to support the merger during and after 
the delivery of the merger, including financial resources and IT 
requirements.  

• Business requirements. There is a fully defined set of fund and 
product business requirements that must be adequately 
identified, defined and understood. This should include mapping 
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fund and business requirements to system and service provider 
capability / functionality.  

• Data migration strategy. Given the transition of a significant 
amount of data, develop an appropriate test strategy to support 
any issues identified during testing are systematically classified, 
tracked and addressed. 

During merger: 

• Communications to key stakeholders. Develop a 
communications plan that includes notification to key 
stakeholders including members if there will be any large 
disruptions (e.g. to accessing information, lockdown of system). 

• Delivered risk management. Ensure merger activities are 
completed and endorsed / approved by appropriate governance 
functions and that the recipient fund’s staff and service providers 
are appropriately ready and able to operate in the new 
environment. 

• Final financial and non-financial reconciliations. Ensure final 
reconciliations are complete and accurate. 

Post-merger: 

• Post implementation review. Perform a post implementation 
review after the merger to assess whether the merger has met 
the desired outcomes, critical success factors, key performance 
indicators and that benefits of the merger have been realised. 

• BAU activities. Ensuring all staff are clear on roles and 
responsibilities to undertake BAU activities through the creation 
and communication of policies and procedures. 

• 3 Lines of Defence (LoD) oversight. Ensure clear risk role 
responsibilities and accountabilities matrix from the 3 LoD in 
relation to undertaking and monitoring BAU processes under the 
new operating model. This should include a review of the 
adequacy of resourcing to oversee the fund’s risk profile, given 
the size and complexity of the fund has increased, and the 
expectations of the Regulator increases with scale. 

• Continuous monitoring. Develop a process to capture 
complaints / feedback on the merger to enable continuous 
monitoring of the transition into BAU. 

The above non-exhaustive list of activities should be overlayed with 
the deployment of the fund’s Three Lines of Defence to provide the 
appropriate assurance and confidence that the risks are being 
appropriately managed.   
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Member Centric  
Operating Models  

As super funds grapple with increased  
pressure from regulatory change, they  
are simultaneously facing a very different 
competitive landscape. Chief Technology, 
Marketing, Customer and Operating Officers are 
being forced to co-create and lead  
towards to a new kind of Operating Model  
in order to deliver enhanced member experience 
and outcomes.  

KPMG’s vision for the Member Centric Operating Model considers 
how people, process, technology, data and service capability 
converge to better meet increasing member expectations whilst 
continuing to support efficient growth and operational flexibility and 
scalability. 

The Your Super Your Future (YSYF) impact of member stapling means 
funds will need to face into the existing business models and 
processes they have set up to attract and retain members. Funds 
who have traditionally acquired new members through default 
employer, or union arrangements will find the new changes hard as 
they seek to deliver growth. 

Expensive, paper based, low-touch member engagement models will 
not suffice. Today, funds need to intentionally design the experience 
members need - attracting and retaining members based on unique 
points of differentiation using brand, member experience and financial 
performance.  

With the current superannuation system often seeming inherently 
commoditised, funds have struggled to quantify the value they add for 
members. When value is hard to quantify, preference and ongoing 
loyalty are driven both by the tangible elements of member 
experience - from awareness, information gathering, decision to join 
and decision to remain a member through to retirement; as well as 
intangibles which may include brand resonance, alignment with 
personal values (i.e. ESG and responsible investing) and personal 
attachment to wider associations and social enterprises. 

To grow, super funds can learn from other commoditised sectors (i.e. 
banking and telco) that customer experience, through the eyes of the 
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member, is the only differentiator. As regulators are driving funds for 
increased transparency, both potential and existing members will be 
better able to compare funds as well as quickly assess the 
satisfaction levels of other members online in seconds.  

Funds need to purposefully design the 
experience members expect.  

Rather than offer standalone new digital initiatives such as member 
apps, digitising paper forms, adding website functionality or chatbots, 
funds need to recognise the critical role and opportunities available 
through new technologies and enable these to define their operating 
model of the future.   

In the rush to become more member centric, many super funds are 
finding that true digital experiences, the kind that members can 
tangibly see, feel and remember – the experiences which make 
interactions frictionless, use data to pre-empt and exceed member 
needs, make processes faster, easier and more intuitive, and deliver 
flexibility and value at scale for the fund, are far more complex and 
elusive.  

Super funds need to define their Member 
Centric Operating Model of the future and be 
making plans now for how to transition to it.  

To deliver the member experiences and capabilities required for funds 
to meet member retention and value optimisation goals, KPMG has 
identified an Operating Model and business capabilities vision, using a 
member centric technology capability framework across 23 critical 
areas.  

This model is underpinned by a technology and process blueprint that 
will enable funds to understand and plan for the capabilities required 
and be able to visualise the technologies, data flows and integration 
considerations that support them. The Member Centric Operating 
Model of the future provides perspectives on what capabilities to 
build, buy or partner, based on each fund’s circumstances and 
aspirations. This is in addition to people and change management 
perspectives to ensure adoption and delivery success. 

Future success requires a deliberately  
different approach.  

To step back and purposefully design a new kind of Operating Model 
capability that can flex to meet the evolving needs of members and 
the business – a Member Centric Operating Model that designs for 
optimal alignment between people, process and underpinning 
technology. A model that allows data, automation, AI and new ways 
of working to drive cultural and operational change. A capability 
strategy led by deliberate design, reimagining the business of 
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tomorrow and providing the opportunity for the fund’s core 
components to optimally function to deliver scale, flexibility, growth, 
experience and ultimately value realisation.  

In 2021, funds wanting to deliver a market differentiating member 
experience will need to make choices about the best ways to extract 
value and growth from operating models. They will need to face into 
the challenges they currently undergo with digital service, flexibility 
and scale. They will need to take a different approach - designing a 
new capability vision, that overcomes the limitations of today’s 
models which often groan with complexity - ready and nimble to meet 
the challenges of tomorrow. 

There is no ‘one-size-fits-all’ operating model for every superannuation 
fund. The optimal operating model of the future will depend on the 
fund’s size, scale and the extent to which your fund has already made 
inroads across the 23 critical capability areas that KPMG has 
identified.  

Capability considerations as part of this Member Centric Operating 
Model include (but are not limited to):  

1) Intentional Experience Design  
Funds will need to intentionally design the enhanced experience 
they want for their members. Not meeting the evolving needs of 
their member base risks losing market share. KPMG can help by 
sharing the ‘art of the possible’ and what great looks like for 
member servicing and overall experience. We use member 
journey techniques to define the underlying capabilities required 
for true member centricity and can advise on the primary 
technologies and operating model changes to bring this member 
experience design to reality.  

2) Technology Enablement Blueprint  
To enable the uplift in member experience, funds will need to 
face into an ever-increasing range of technology and vendor 
options as part of their future state technical architecture. Funds 
will need to have a referenceable technical blueprint and firm 
grasp of the range of sector specific options available in order to 
make informed decisions regarding value, integration, operating 
and risk.  

3) Data Management & Analytics  
Many funds are grappling with post-merger/ SFT data siloes. We 
expect these data challenges to continue as consolidation 
activities increase. Insights value realisation is also limited by 
traditional reliance on outsourced administrators and 3rd party 
analytics providers. Funds will need to develop a data strategy 
that delivers the right data management outcomes, whilst 
simultaneously taking into account the maturity of in-house data 
and analytics capability to productionise insights and embed them 
into operational processes to realise value at scale.  

4) Process Redesign & Intelligent Automation  
Whilst process automation is already driving significant cost 
efficiencies and supporting improvements to member outcomes - 
the focus for this year will be redesigning E2E journeys to 
optimise member experience. KPMG can help re-define your 
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processes and leverage technologies to reduce manual activity 
and better connect the front and middle office. Our focus is on 
operating model change to deliver enhanced capability, knitting 
together technological, organisational and people elements. 

5) Trustee Office of the Future  
Funds are re-visiting the role of the trustee and determining what 
functions could be outsourced, insourced or a hybrid of both. 
Fund scale will influence the choice of operating model and for 
many gaining access to technologies may best be achieved 
through outsourcing. For funds with significant scale, an 
opportunity exists to differentiate with in-house solutions. This 
will necessitate funds evaluating sourcing options, including 
assessing vendor capabilities, evaluating options and business 
case development.  

6) Artificial Intelligence (AI)  
Funds will be required to scale up AI experimentation to deliver 
enhanced experiences. They will need to become more proactive 
in trialling modular AI capabilities to address key friction points 
and quickly learn what delivers value. The role of AI in evolving 
hybrid financial advice capabilities will be critical this year.  

7) Cultural Evolution & Change  
Adoption of a Member Centric Operating Model is of course 
reliant on the support of people and partners. Early and 
progressive involvement of stakeholders on objectives, rationale, 
capabilities and service design vision, supported by relevant 
success stories from other sectors will empower funds with the 
knowledge and confidence to understand the case for change, 
impact on member experience and how their own roles will 
change.  
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Retirement – how to  
move forward 

At 30 June 2020 approximately 23 percent of 
member balances were in retirement phase10 and 
approximately 15 percent of member balances 
were held by those aged 60 to 6511.  

It is not a new concept that there are significant drivers to address the 
needs of the retiring and retired population and, for individual funds, 
to retain balances of members who are reaching retirement. 

The government has acknowledged the need of those in  
these age groups and for reform/development in the retirement 
space, by: 

• introducing the concept of Comprehensive Income Products in 
Retirement (CIPRs) in 2016, currently with a proposed start date 
of 1 July 2022 

• introducing a Retirement Income Covenant (requiring trustees to 
develop a retirement income strategy) in 2018, although there is 
currently no set start date for this 

• making changes to the treatment of annuities in 2019 

• most recently commissioning the Retirement Income Review 
which reported in November 2020.  

So why it is hard? 

Despite the recognised need and impending requirements there have 
been relatively few launches of new products in the retirement space. 
Typically one or two funds have introduced a new retirement product 
each year; a minority of funds offer an annuity option to retiring 
members.   

The majority of funds continue to offer an allocated pension as their 
sole retirement product offering – albeit increasingly with some 
sophistication around the investment of the pension (e.g. retirement 
specific investment options, extending lifestage offerings into 
retirement, offering a ‘bucket’ strategy).  Although an allocated 
pension may meet the expectations of a significant portion of the 
retiring membership, for many members there may be better 

 
10 Members’ benefits of member accounts in the tax-free phase as a proportion of total members’ 
benefits, excluding SMSFs. 
11 Members’ benefits of members aged 60 to 65 as a proportion of total members’ benefits, 
excluding SMSFs. 
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products which, if available, would provide a better outcome in 
retirement. 

However, there are a number of barriers to retirement product 
development: 

• The cost (dollars and effort) of developing a product which, based 
on precedent, does not have a guaranteed level of take up by 
members. 

• Potential difficulties in unwinding retirement products that have a 
low take-up. 

• Completing priorities – none of the government’s announced 
reforms which would compel funds to act in relation to their 
retirement offerings have been implemented  Against this 
vacuum there has been a continual stream of regulatory change 
which does require action – member outcomes,  PYS, PMIF, 
YFYS, RC12 and particularly in 2021 the Design and Distribution 
Obligations (DDO) which is providing more challenging than many 
providers anticipated….Resources which may otherwise be 
devoted to development in the retirement space may be absorbed 
in responding to time critical enacted regulatory change.  Further, 
tor many funds, merger activities are a significant priority and an 
additional distraction with an upcoming merger deferring any new, 
non time critical product development. 

• Difficulties in understanding members’ full financial situations and 
individual needs. In the context of seeking to develop products 
which can be offered to cohorts of members to meet their 
specific needs; the limited data and/or member research 
information that a superannuation fund holds on members poses 
challenges in matching products to cohorts. 

• Even where the data held at retirement is comprehensive, there is 
an inherent uncertainty of income needs in retirement, 
considering the different phases of post-retirement life, with 
varying durations of these phases and varying life expectancies, 
means that it is difficult to apply the equivalent age-based 
parameters or phases present in accumulation when defining 
what a retirement offering needs to provide.  

• The economic environment – the government’s concept of a CIPR 
and any retirement product which seeks to address longevity risk, 
other than through a Group Self Annuitisation (GSA) product - is 
likely to involve an annuity component.  Were interest rates to be 
at an all-time high this component would be an attractive 
proposition.  Unfortunately, this is not the case and the low 
interest rate environment is a barrier for individuals investing in an 
annuity. 

• Member financial literacy, the complexities of decumulation and 
the availability/accessibility of advice. Although member 
engagement is increasing (including as a ‘silver lining’ 
consequence of the early release mechanism under COVID) any 

 
12 Protecting Your Super, Putting Members Interests First, Your Future Your Super and Royal 
Commission reforms 
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uplift in understanding as a consequence is likely to be limited to 
the accumulation phase, in line with the historic focus of 
member/media communications.  As per the finding of the 
Retirement Income Review there is much less understanding of 
decumulation, and a justified level of uncertainty around the 
spending need in retirement with the typical outcome that 
retirees underspend in retirement. 

• The impact of challenges faced by the financial advice industry.  
Where a new product offering requires advice or distribution by 
advisers, the challenges faced by the advice industry – including 
increased regulation, and limitations on the ability to charge advice 
fees within superannuation – will impact the success of the 
product. 

Finally, the overall focus of individual funds and the superannuation 
industry as a whole has been overwhelmingly to the accumulation 
phase.  Member communications and education have been focussed 
on contributions, investment profiles and fees and costs in the 
context of the build-up of retirement savings. The media and 
increasingly the Regulator and regulation (with the Heatmap and now 
the Your Future Your Super reforms) focus on investment 
performance and fees and costs. There is not – as yet – a Heatmap on 
how funds are meeting retirement needs. Funds and the industry 
need to refocus towards retirement for there to be industry wide 
development and success in the retirement space. 

What can funds do? 

Although the start dates of CIPRs and the Retirement Income 
Covenant have been deferred, the member outcomes regime 
requires trustees to consider how they are meeting the needs of their 
retired and retiring populations and we are seeing an increased level 
of development activity in this space. 

With learnings from past launches of retirement products, we see 
success being dependent on member-centred product development 
accompanied by a fund wide reorientation towards retirement – 
particularly in a DDO world. 

In relation to product development there are choices in terms of what 
a fund can offer retiring members – the most common being, as 
single products or product components: 

• standard allocated pensions, potentially with specific investment 
strategies – from variations to accumulation strategies to allow for 
different tax treatments and/or to smooth investment returns or 
an element of guaranteed returns, to lifecycle strategies or 
‘bucket’ strategies  

• annuities – immediate, deferred, variable (with a link to market 
performance) 

• Group Self Annuitisation (GSA) products – where longevity risk is 
managed by pooling lives.  

A fund also needs to decide how any of this range of options will be 
offered - as a single retirement offering, as components of a single or 
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multiple CIPRs and/or as options on a menu for a member (potentially 
with an adviser) to build their tailored retirement solution. 

The choice of product(s) and how they are offered should be informed 
by the fund’s membership profile and the Trustee’s requirement to 
act in members’ financial best interests but also, to succeed, the 
ability of the fund to support the retirement offering.  Consistent with 
the requirements embedded in DDO (and good product governance) 
to truly support a retirement offering, every area of a fund’s business 
needs to reorientate from the accumulation to retirement phase.  This 
includes: 

• Call-centres, member communications and education moving 
from conversations in relation to contribution strategies and 
adequacy of savings to supporting spending in retirement.  At 
retirement this is likely to require an element of education as well 
as collecting information about a retiree’s full financial situation 
and needs in retirement.  Ideally conversations will start pre-
retirement and many funds are already moving member 
communications towards projected retirement incomes instead of 
purely accumulated balances. 

• Investment strategies built around post-retirement needs 
reflecting the increased importance of volatility, inflation 
protection, different tax treatments etc. 

• Metrics and KPIs – moving from accumulation focussed KPIs, 
about contribution levels and investment returns, to a 
decumulation focus, e.g. capturing investment volatility and 
specific activities pre, at and post retirement (including take-up of 
advice, take-up of retirement products, levels of drawdowns).  

• Product Governance and management – those funds which 
design and deliver cradle to grave solutions, coupled with 
differentiated member experiences and quality outcomes (such as 
performance, fees) are likely to be better placed to deliver on their 
member value propositions and win in this market. In a 
prospective DDO world, all produce development and ongoing 
management will need to adhere to enhanced product 
governance and distributions obligations – consistent with 
member centred design principles. 

• Technology – diversity and/or innovative retirement products may 
also call up different system needs and will certainly require a 
system build.  

To put this into practice, our view is that applying a member-centred 
design approach in the development of a retirement offering is the 
method that has the best chance of success in addressing both 
identified barriers and retirement orientation – and is expected by the 
regulator in a prospective DDO world..   

As superannuation fund members continues to age, the importance 
of retirement solutions will continue to grow.  With the impact of the 
Your Future, Your Super regime on default contribution flows, 
retention of member balances at retirement will become increasingly 
important. The funds that crack the retirement market will reap the 
rewards.   
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Insurance in Super  

The last 12 months has been another challenging 
year for trustees in managing  
their insurance arrangements. 

Whilst the implementation of Protecting Your Super (PYS) and Putting 
Members’ Interest First (PMIF) legislation feels like a distant memory, 
credible actual experience (in terms of member behaviour and claim 
experience) is beginning to emerge, which will be reflected in future 
pricing. 

Throughout 2020 there was an expectation that disability claims 
experience would worsen due to the economic downturn adding 
pressure to premium rates - but as yet no material impact has been 
observed. At this stage it is too early to determine the final impact as 
the effects of the government economic stimulus continue to wear 
off. 

Regulatory landscape  

In January 2021, APRA released a draft set of amendments to 
Prudential Standard SPS 250 Insurance in Superannuation (SPS250), 
accompanied by amendments to the relevant Prudential Practice 
Guide (SPG250) with the primary objective of addressing several 
issues identified through the Financial Service Royal Commission. 

The draft amendments (with effective date of 1 January 2022) cover 
several areas including: 

• strengthening trustee requirements around assessment of 
retirement benefit erosion impacts and linking it to member 
outcomes 

• the requirement for trustees to obtain independent certification 
(where the insurer is a connected entity or given priority or 
privilege) that it is reasonable for the trustee to form the view that 
the insurance arrangements are in the best interest of members 

• ensuring opt-out processes are in place and appropriate 
communication is provided to members. 

The requirement to obtain independent certification is with regards to 
the totality of the insurance arrangements, and is likely to impact a 
material portion of the market due to the low volume of market 
tender activity in the last three years. 
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SPG250 outlines several examples of where it is deemed that the 
insurer has been given priority or privilege. Most notably, this 
includes: 

• rights for the incumbent insurer to have its renewal offer given 
priority in the tender process or to have its renewal offer 
considered without going to tender 

• exclusive rights to an insurance arrangement for a period of time 
longer than the industry average (APRA provides a guide of 5 
years). 

Insurance data 

As part of APRA’s broader Superannuation Data Transformation 
project, a new reporting standard (SRS251) will largely replace the 
existing insurance reporting required. 

The need to maintain extensive insurance data with appropriate 
quality controls has been a consistent theme throughout various ASIC 
reports and is also reflected in the draft amendments to SPS250.  

The level of detail required covering premiums, claims and exposure 
will create significant challenges for the industry, and funds will place 
significant reliance on both administrators and insurers. 

Operationally, superannuation funds will be challenged to source 
historical data at a granular level and to develop an efficient and 
repeatable process.  

Once implemented, there are significant benefits of maintaining 
accurate, up-to-date and extensive insurance data. It enables funds 
better monitor and analyse their insurance arrangements to obtain 
insights with respect to: 

• the erosion impact on retirement benefits 

• member engagement i.e. opt-in rates, opt-up or opt-down rates 

• inefficiencies in operational processes 

• value for money (as described in the ASIC Report 675) 

• in some cases, effectiveness of disclosure and campaigns. 

These insights will enable funds to make appropriate changes to the 
product design and operational processes, consistent with DDO 
requirements and to optimise member outcomes and experience.  
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A climate of risk  
and opportunity 

Climate change and climate related risk 
management is fast becoming one of the top 
strategic priorities for super fund trustees. 

The ‘act now’ expectations of the community and regulators has been 
increasing at pace over the past few years and is driven by 
developments in Australia and abroad at an accelerating rate. 

There are three accelerating developments that are driving the call for 
action by super fund trustees in their handling of climate related risks 
and opportunities.  

The first is APRA’s consistent market signalling on the direction it 
wishes its regulated entities to head in this regard. In short, APRA is 
calling for action now instead of waiting for legislative reform or 
regulatory standards. APRA’s call to action is echoed by ASIC, the 
ASX and their international regulatory peers, central bankers and 
finance ministers across the globe. The global concern and call for 
action culminated in the establishment and recommendations of the 
Taskforce on Climate Related Financial Disclosures (TCFD). 

The second development is climate litigation and the legal exposure 
to liability for trustees and other investment fiduciaries, which 
precipitated the settlement of legal proceedings by a major Australian 
super fund (McVeigh v REST). It highlighted the potential sting in 
trustee fiduciary and statutory duties of care, which now require 
super fund trustees to manage climate related risks as current 
material financial risks.  

The third development is the accelerating commercial imperative to 
properly assess and price the potential impact of climate related risks 
into asset valuations in order to enable capital investors to make 
better informed investment decisions. There are clear signs that the 
global economic and capital markets are moving in response to 
climate related risks and opportunities, which is increasing the risk of 
stranded assets. This concern was the primary driver behind the 
recommendations of the TCFD, which are designed to enhance 
climate related financial disclosures to enable asset managers and 
asset owners to properly price climate related financial risks into asset 
valuations. 
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Regulatory call for action now 

Climate related risks represent current material financial risks for 
super funds. The industry was recently reminded of this critical point 
by Wayne Byres, the Chairman of APRA, when he stated: 

“Last month marked four years since former APRA Member Geoff 
Summerhayes gave APRA’s first speech on climate risk, declaring 
that climate-related risks were distinctly financial in nature, and that 
these risks were “foreseeable, material and actionable now”. That 
view has since been reinforced by Australia’s other financial 
regulators, including the Reserve Bank of Australia and the Australian 
Securities and Investments Commission.” [APRA Insight Issue One 
2021, released March 2021] 

Thanks to APRA’s strong and early intervention in the market with its 
clear signalling throughout that 4-year period, super funds should be 
under no illusion now that climate related risks constitute current 
material financial risks for their fund. The recent settlement of the 
climate related litigation against REST was a stark example of the 
legal reality of climate related risks as material financial risks.  

The legal consequences of the link between climate change and 
material financial risks are manyfold. First, a super fund 
trustee’s general law and statutory duties of care are enlivened, 
which means that the trustee must understand, assess, manage and 
monitor the impact of climate related risks on its investment 
portfolios. As material financial risks, climate related risks enliven 
APRA’s investment governance and risk management prudential 
standards (SPS 530 and 220). That is, climate related risks must be 
understood, assessed, managed and monitored in accordance with 
the trustee’s investment governance and risk management 
framework. The management of these risks must be 
“operationalised” into the trustee’s investment and risk policies, 
processes and investment decision making. That’s easier said than 
done as climate related risks are unique, global, multi-faceted, rapidly 
evolving, uncertain, and there is a “data deficit” that hinders the 
ability of asset owners and asset managers to properly price and 
forecast the pricing impact of those risks.  

This uncertain pricing impact of climate related risks led to the 
recommendations of the TCFD and APRA has stated that it expects 
its regulated super funds to develop a road map for assessing climate 
related risks and opportunities within their existing investment 
governance framework (in accordance with APRA SPS 530 and 220) 
and encourages the adoption of the recommendations of the TCFD by 
regulated super funds.  
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In APRA Insight Issue One 2021, released in March 2021, Wayne 
Byres reconfirmed APRA’s expectations and its commitment to issue 
formal regulatory guidance (in SPG form) to this effect by the end of 
2021. To that end, on 22 April 2021 APRA released for consultation its 
draft guidance on managing the financial risks and opportunities of 
climate change. In its media release, APRA explains that the draft 
Prudential Practice Guide CPG 229 Climate Change Financial Risks 
(CPG229) is aligned to the recommendations of the TCFD and was 
developed in consultation with both domestic and international peer 
regulators. 

The next triennial review of a super fund’s investment governance 
framework will likely be the first time that there will be an 
independent consideration of how climate related risks and 
opportunities have been integrated into the super fund’s existing 
investment governance framework consistent with APRA prudential 
standards and APRA’s encouragement to adopt the TCFD 
recommendations. 

So if the legal and regulatory baseline is now clear for super fund 
trustees regarding the need to actively manage the impact of climate 
related risks, then what is it about the nature of climate related risks 
that make them so hard to operationalise?  

This is a fair question when you look around at domestic and 
international experience. The pre-eminent asset owner alliance 
UNPRI, acknowledges that even though ESG incorporation is an 
investment norm, the signatories have a long way to go before they 
can say that responsible investment is properly integrated into 
investment practice. UNPRI state that one of their main focus areas 
going forward is to work with their signatories to improve the quality 
of responsible investment implementation, including integrating 
responsible investment into investment decision making and 
stewardship.  

Closer to home, REST has been the test case in relation to 
management of climate related risks. It is an example of how 
inadequate handling of climate related risks has legal consequences, 
and the trustee settled the legal proceedings in return for a number of 
public commitments, including the development of a road map to 
operationalise the management of climate related risks using the 
TCFD framework.  

According to the UN EP 2020 Climate Litigation Report, “a growing 
tidal wave of climate litigation is driving much needed change”. In 
2020, former High Court Chief Justice Robert French gave a similar 
climate litigation warning to Australian companies and financial 
institutions.  

KPMG ‘s own research also confirms that there is a disconnect 
between the publicly disclosed climate change policy position of 
super funds (and asset managers) and the adequacy and extent of 
their operationalisation of the management of climate related risks 
and opportunities. 

The thing is, the management of climate related risks and 
opportunities is hard to do in practice as it is not like other material 
business risks. Here are some of the key reasons why: 
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a. Climate risks are of an unprecedented nature and are global and 
systemic across the global economy and financial systems;  

b. Climate risk can impact on business in a wide variety of ways, 
including: 

— physical risks which may damage assets and disrupt 
operation and remove supply chains;  

— transitional risks which may change the cost structures, 
demand for goods and services and regulated environments 
as capital markets, governments, regulators and consumers 
respond to climate risk; 

c. The velocity of change is extreme and accelerating. We are 
seeing step changes in ambition from the many regions that are 
ahead of Australia in terms of climate response as the “rules” of 
climate are changing quickly; 

d. There is a climate data deficit – given its nature, climate risk is 
hard to understand, measure and incorporate in existing 
processes. 

Members, regulators, capital market participants and business 
partners are increasingly demanding more transparency and better 
risk management from super funds on the impact of climate related 
risks on their funds. This stakeholder demand is leading to a 
heightened need for the availability of quality data to support 
operational planning, execution and performance review, as well as 
effective reporting and disclosure.  

This ‘climate data deficit’ has been recognised by APRA as a major 
challenge for its regulated entities, relating to the availability of high-
quality data, including issues of completeness, timeliness and 
comparability when disclosing and managing climate related risks. 
Critically, APRA’s guidance is that, despite this ‘data deficit’, super 
fund trustees should not wait before they act according to APRA:  

“…Effective action now on these fronts will promote strong 
understanding and management of the potential financial impacts of a 
changing climate on current and future business prospects, allowing 
well-managed entities to minimise costs and optimise benefits” 
[APRA’s release 24 February 2020: ‘Understanding and managing the 
financial risks of climate change’] 

Addressing the ‘climate data deficit’ begins with acknowledging and 
understanding the nature of the data deficit of each organisation. This 
will lead to a level of professional judgement required to support 
decision making, risk management and disclosure requirements. 
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“…this work also highlighted the need to address the climate data 
deficit, to quantify the likely impact of the physical, transitional and 
liability risks of climate change and accurately assess and 
appropriately price these risks. This needs to ultimately be tackled 
through scenario analysis, stress testing and disclosure of market-
useful information.” [APRA’s release 24 February 2020: 
‘Understanding and managing the financial risks of climate change’] 

Establishing a framework for meeting these requirements with be 
critical in closing the climate data deficit over time. Beginning with the 
initial interpretation of the required data; appropriately capturing the 
data from a trusted source; reporting TCFD-aligned disclosures to 
market, with appropriate internal controls and robust documentation 
including the basis of preparation to support an audit and any 
market/member level disclosures.  

This complexity does not excuse a super fund from its legal 
responsibilities to adequately operationalise its management of 
climate related risks and opportunities. In 2019, APRA clearly stated 
that uncertainty over long term impacts or policy direction is not an 
excuse for doing nothing. The challenge is exactly what steps to take, 
and how and when to take them. This goes to the heart of the matter. 
What is an appropriate (and practical and prioritised) roadmap to 
operationalisation of climate related risks for super funds?  

The law demands that a super fund trustee try to answer this 
question now. This is so despite how hard it may be to operationalise 
the management of climate related risks and opportunities. Many 
super funds are now moving ahead of the broader market because 
they see the opportunities as much as the risks. It is, and will be, for 
some time a constant challenge.  

However, the stakes are very high. If a super fund trustee is not 
actively taking steps to understand and assess the impact of climate 
related risks on its investment portfolios, then how can it be confident 
that it is properly discharging its legal responsibilities and protecting 
its members against any potential adverse impacts or taking 
advantage of the potential opportunities? 

Super funds are at the top of the investment tree. They set the tone 
for external (and internal) managers and for underlying portfolio 
companies and private asset counterparties. Each super fund must 
formulate its climate change agenda and drive that down the 
investment tree. 

In this context, it is interesting to observe the approach taken in the 
UK under its recent Pension Schemes Act 2021 which introduces a 
mandatory (and strengthened) TCFD compliance regime for 
occupational pension funds. The regime requires a best endeavours 
approach by trustees which recognises climate risk management is a 
fast-developing science with the quality of metrics improving all the 
time. The UK government believes that in such an environment it is 



Super Insights 2021 

KPMG | 53 
 

©2021 KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent 
member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights 
reserved. The KPMG name and logo are trademarks used under license by the independent member firms of the 
KPMG global organisation. Document Classification: KPMG Confidential 

Liability limited by a scheme approved under Professional Standards Legislation. 

sensible to encourage trustees to disclose and address the risks they 
can, rather than wait for data to be ‘perfect’. That approach is a 
helpful guide to what a super fund trustee should be doing. In this 
regard, APRA’s public statements about how super funds should 
manage climate related risks are pragmatic and consistent with the 
UK approach. 

All superfunds, and asset managers should be taking steps now to 
understand climate related risks and opportunities and start on the 
journey to embed and operationalise the consideration of climate 
related risks and opportunities across all existing processes. 
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Regulatory change  

The Senate Economics Legislation Committee 
issued their report on The Treasury Laws 
Amendment (Your Future, Your Super) Bill 
2021on 29 April 2021, recommending that the Bill 
be passed.    The report was issued one day after 
the draft Regulations were released for 
consultation.  
The Your Future, Your Super reforms are proposed to be 
implemented from 1 July 2021 albeit the annual performance test for 
trustee-directed products will commence from 1 July 2022.    

The Financial Sector Reform (Hayne Royal Commission Response) 
Act 2020 received Royal Assent in December 2020 implementing key 
recommendations from the Financial Services Royal Commission. 

Other recommendations are outstanding. 
In March 2021 APRA released its response paper following 
consultation on its Superannuation Data Transformation proposals – 
announcing a phased approach to the changes to data reporting 
requirements, but confirming that high priority changes will go ahead 
from the September 2021 quarter. 

The RG97 revisions must be applied to exit statements from 1 July 
2021 and the Design & Distribution Obligations go live in October 
2021. 

The Government has announced that it will conduct the Quality of 
Advice Review in 2022 (date to be confirmed) to ensure Australians 
have access to high quality advice and affordable advice. 

As at the date of preparation of Super Insights the below calendar 
captures the key regulatory changes which go live or are proposed to 
go live during 2021 and 2022. 
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Risk and regulation  

No reprieve for Chief Risk and Compliance 
Officers in 2021 as the push to lift governance, 
culture, remuneration and accountability 
standards across the industry continues.   

Supervisory priorities 

In October 2020, APRA announced the commencement of the roll-
out of the Supervision Risk and Intensity (SRI) Model as a 
replacement for the PAIRS and SOARS framework. The SRI Model 
has been designed to better suit evolved prudential risks such as 
those related to cyber, governance, culture, remuneration, 
accountability, and member outcomes. Additionally, APRA’s 2020-
2024 Cyber Security Strategy necessitates greater scrutiny of 
trustees’ cyber practices, with all regulated entities expected to 
undergo one-off tripartite independent cyber security reviews.  

The initiatives implemented as a result of COVID-19, the urge for 
reflection for strategic planning and performance reviews and the 
roll-out of the SRI Model contribute to APRA’s Superannuation 
Strategy – Improving outcomes for superannuation members. As 
trustees continue to manage and recover from the impact of 
COVID-19, it is vital that they continue to strengthen risk 
governance and culture, and ensure their data and insights enable 
them to improve transparency and accountability to members and 
stakeholders. 

Risk governance 

With the spotlight now squarely on governance, culture, 
remuneration and accountability as a result of APRA’s 2021 Policy 
and Supervision Priorities as well as the new SRI model, proactive 
directors are starting to challenge their own oversight and 
assurance mechanisms. Over the past year several funds elevated 
the position of Chief Risk Officer to the executive team, beyond 
the minimum standard outlined in SPS 220. In many instances, 
this has also been coupled with revisions to risk reporting 
structures by splitting Audit and Risk Committees, as well as 
enhancements to risk management frameworks to better embed 
the three lines of defence. 

APRA is also busy reviewing governance and risk management 
standards, and will continue to do so throughout 2021. We can 
expect SPS 220 Risk Management to be refreshed in 2022 with 
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sharper guidelines including explicit compliance management 
requirements, the risk management declaration process, as well 
as the effectiveness of board obligations in respect of risk culture. 
It is also becoming increasingly likely that APRA will finally 
harmonise the risk management requirements of CPS and SPS 
220 given the recent push by APRA for superannuation trustees to 
appoint a Chief Risk Officer and split the Audit and Risk 
Committees. 

The year ahead 

We expect a continuation of what has been the prevailing 
environment for a number of years, with ongoing regulatory 
uncertainty and APRA and ASIC’s increasing expectation of 
trustees. 

Regulators will continue to uplift their supervisory processes and 
enhance monitoring and expectations. Consequently, trustees face 
regulatory pressure for continuous development of risk 
management activities that support business agility and resilience. 
For example, transparent management and board reporting that 
demonstrate risk data consumption, data-driven assessments and 
the integration of technology risk management capabilities 
throughout organisations. Trustees should have documented and 
sound change management processes and structures in place that 
enable them to adapt efficiently.  

In addition, as the scale and complexity of business operations 
continue to change, it will be crucial for trustees to reflect on the 
need to evolve their risk management frameworks to ensure 
ongoing delivery against strategic initiatives. For many trustees, 
the model of risk governance to date has been well served 
however, continued growth and increasing industry competition 
will place greater importance on the ability of 2nd line risk teams 
to challenge and boards to oversee more complex and varied 1st 
line risk activities.  

Directors will, for example, need to continue to seek the right risk 
data from management to enable them to make fully informed 
decisions. This has driven the demand for relevant and timely risk 
information. As such, increasingly trustees are reviewing the 
adequacy of their key risk indicators (KRIs) to ensure there is a 
balance of leading and lagging indicators to proactively manage 
potential future shifts in risk conditions or new emerging risks. 
Trustees are also now looking to adopt automated data 
aggregation techniques, with a move towards real-time dashboard 
reporting as well as utilising data mining and analytics to help 
identify trends and undertake root cause analysis. 

Unfortunately, there appears to be no reprieve for Chief Risk and 
Compliance Officers in 2021 as the push to lift governance, 
culture, remuneration and accountability standards across the 
industry continues.  
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Member outcomes  

28 February 2021 marked the due date  
for completion of the first member outcomes 
assessment, with the results due to be 
published by 28 March 2021. Many trustees 
have also addressed their first annual  
members meeting. 

The member outcomes assessment for MySuper products was 
fairly well prescribed by the legislation, which was in place from 
April 2019, and supported by APRA’s guidance (the final SPS 515 
issued in December 2019). There was much more uncertainty, 
openness to interpretation and the need to tailor to each 
trustee/product for the member outcomes assessment for choice 
products as well as the business performance review. 

In our work with funds and trustees implementing member 
outcomes we saw some common themes and challenges – apart 
from working under a short timeframe in a disrupted year: 

• Confusion over the interaction between the member 
outcomes assessment versus the business performance 
review in terms of what each addressed (e.g. cohorts are 
required under the business performance review, not the 
member outcomes assessment), how the requirements 
overlapped and timing of each component. 

• The articulation of strategic objectives into outcomes 
impacting members and/or the sound and prudent 
management of the business; and the linkages of outcomes 
between the annual outcomes assessment and business 
performance review. 

• Identifying suitable metrics to assess outcomes and triggers 
for action including differentiating metrics by appropriate 
cohorts relevant to that fund and product demographic.  To the 
extent possible existing metrics which were available were 
adopted; however new metrics were frequently identified as 
needing to be developed and, in some cases, new data needs 
to be collected to make the measurement meaningful. A 
recurring theme was the collation of data at a product rather 
than fund or trustee level. 

  

 

Member outcomes 

 
Ian Tracey 

 
Katrina Bacon 

 
Platon Chris 

 
Daniel Williams 

 
Amali Kiriella 

 

Ashely 
Hepyukselen 



Super Insights 2021 

KPMG | 59 
 

©2021 KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent 
member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All 
rights reserved. The KPMG name and logo are trademarks used under license by the independent member 
firms of the KPMG global organisation. Document Classification: KPMG Confidential 

Liability limited by a scheme approved under Professional Standards Legislation. 

• Combining the assessment results for each of the 
components of the outcomes assessment into the overall 
determination of whether financial interests of members are 
being met for that product was a point of understandably 
thorough and thoughtful dialogue within funds. 

• Adapting the learnings and approach taken to the requirements 
the trustee had applied to a simple MySuper product to apply 
the requirements to choice products. Particularly challenging 
has been applying the requirements to choice products with 
extensive investment option menus, including to wrap 
products where the trustee’s ability to influence an individual 
member’s outcomes is less defined. The lack of clarity and / or 
direction provided to choice products towards determining the 
appropriate peer group for comparison in the absence of the 
definition of a comparable choice product presented an 
ongoing area of continual refinement. 

• Translating the results of the member outcomes assessment 
as presented to and approved by the trustee into a 
straightforward, accessible publication that could be 
understood by members and that appropriately represented 
the assessment undertaken. 

• Feeding the results of the business performance review and 
member outcomes assessment into the business planning 
cycle. There were challenges in responding to situations 
where outcomes were not met, and timeframe challenges 
where the timing of the business performance review and 
member outcomes assessment did not naturally fit into the 
existing business cycle. 

• The sheer volume and reach of the task – extending over all 
superannuation products and all areas of operation. Even 
where a trustee was already largely meeting the requirements 
– with member centric strategic objectives against which 
performance was already measured – the collection, 
translation and linking of existing information across the 
business into a member outcomes framework and its 
components required (and will continue to require) a significant 
resource commitment. 

• Bringing the Trustee Board along the journey – as the core of 
the member outcomes requirements is how the trustee is 
meeting members’ needs, the Trustee Board needed to 
provide initial direction into what outcomes were to be 
measured and needed to absorb and be comfortable that the 
reporting developed and assessment of member outcomes 
and of business performance were adequate. 

• For some providers with multiple products and complex 
structures, particular requirements, including the expenditure 
management requirements and development of financial 
projections at a product level posed additional challenges 
(particularly where this data had not previously been leveraged 
at a product level). 
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So what next? As many trustees took a reasonable ‘best 
endeavours’ approach to the completion of their first member 
outcomes assessments and business performance review, it is 
expected that many funds will be reviewing the methodology and 
approach taken to refine their approach ahead of the next member 
outcomes iteration and in light of their DDO implementation 
programs. In combination with the expectation that APRA, post its 
own review of how funds have approached the requirements will 
begin to develop its view of what a good outcomes assessment / 
business performance review looks like, it is likely that many funds 
will take the opportunity to consider the publication documents of 
their peers and identify the opportunity for uplift in effort and 
output in the next round. 
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General versus personal 
advice – where to draw  
the line 

This article looks at the impact of the Westpac 
test case and new anti-hawking laws on 
interactive member engagement 

Overview 

• The High Court decision in Westpac/BT and the new anti-
hawking laws will impact member acquisition, engagement 
and retention strategies for all super funds. 

• Any real-time interactions where members share their 
circumstances, or the trustee uses member data and plays any 
of that personal information back to the member to assist 
them with a decision concerning their super may be personal 
advice. 

• Call to action: super funds should revisit their interactive 
contact points with new and existing members across all 
channels against these new developments in the law. 

Testing the waters 

The test case involved a superannuation consolidation campaign 
targeting existing members that resulted in the rollover of an 
additional $650 million into the BT super funds over three years.  

The facts  

• Members were sent letters offering a free service to search 
for and rollover their super into their existing super fund. 

• The letters stated that members combining their super could 
save on fees and make it easier to manage their super. 

• The letters included a link to the trustee’s website to request a 
search, as well as a rollover form. 

• In most cases, members accessed the website to request a 
search and received a call from the call centre with the results. 

 

General versus  
personal advice 

 
Zein El Hassan 

 
Nathan Robinson 

 
Cecilia Storniolo 

 
My Linh Pham 



Super Insights 2021 

KPMG | 62 
 

©2021 KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent 
member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All 
rights reserved. The KPMG name and logo are trademarks used under license by the independent member 
firms of the KPMG global organisation. Document Classification: KPMG Confidential 

Liability limited by a scheme approved under Professional Standards Legislation. 

• On the calls, members were warned that the discussion would 
be general in nature and would not consider their personal 
financial needs.  

• The callers used a script to ask the member why they wanted 
to consolidate their super and then confirmed that the reasons 
given by the member were ‘two main reasons their clients 
liked to combine their super’. A technique referred to as ‘social 
proofing’. 

• The callers then offered to help the member rollover their 
super and encouraged the member to make that decision 
during the call.  

The Decision 

• The High Court held that these scripted marketing calls to 
members involved personal financial product advice.  

Key takeaways 

• It was accepted by the parties that the callers had used a 
script and had not taken a member’s circumstances into 
account.  

• Even so, the second limb of the test was whether a 
reasonable person in the member’s circumstances might 
expect the callers to have considered one or more of the 
member’s objectives, financial situation or needs. It does not 
require a comprehensive understanding of all the member’s 
circumstances. Given the trustee’s existing relationship, it was 
held that a member might reasonably expect that the trustee 
considered the objectives that had been obtained from the 
member during the call. 

• The use of the ‘social proofing’ technique did not prevent a 
finding of personal advice. The Court held that ‘personal 
advice’ does not cease to be so because its content is 
generally applicable to all or most members in the member’s 
position as well as to the particular member. 

• Giving a warning at the beginning of the call that the caller 
would not consider the member’s personal financial needs did 
not prevent a finding that personal advice was provided. After 
giving the warning, the caller asked the member why they 
wanted to combine their super and a reasonable person might 
expect the callers to have then considered those reasons in 
encouraging the member to use the service.  

• Finally, free advice can still be personal advice. The cost of the 
advice in the circumstances was at best neutral because of the 
other benefits flowing to the trustee. 

The result 

• As the trustees were not authorised to provide personal advice 
under their AFSLs, they were in breach of their licence 
conditions and financial services laws. The High Court also 
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confirmed that if personal advice was given, then the trustees 
also failed to do all things necessary to ensure that the 
financial services covered by their AFSLs were provided 
efficiently, honestly and fairly. 

Implications for super funds 

• The decision in this case is a pause for thought for super funds 
that use call centres for marketing campaigns or to triage 
member queries and engage with members through a 
combination of general advice, intra-fund advice and 
comprehensive advice.   

• More broadly, any real-time interactions where members share 
their circumstances, or the trustee uses member data and 
plays any of that personal information back to the member to 
assist them with a decision concerning their super may be 
personal advice. 

• The risk of providing personal advice in these real-time 
interactions would apply to telephone calls, face-to-face 
meetings, interactive chat bots and interactive social media 
channels.  

• It raises the question of whether it is still tenable to use a 
general advice model in real-time interactions with members. 
This is instructive given the finding in ASIC’s report on advice 
in super that 75 per cent of advice given by super funds to 
members is general advice.   

• However, there are approaches, safeguards and controls that 
can be put in place to minimise the risk of personal advice 
been given in these circumstances. These may include giving 
greater emphasis to, and timing of, the general advice warning 
and encouraging members to seek personal advice at the end 
of the interaction, rather than encouraging them to make a 
decision during the interaction. 

• We expect that ASIC will review the examples in its regulatory 
guidance after the High Court decision but anticipate that the 
exemptions for calculators will continue. 

• In the meantime, it would be prudent for super funds to revisit 
their contact points with new and existing members across all 
interactive channels.  

• Finally, the decision should accelerate the need to find digital 
personal advice solutions that are scalable and affordable to 
members and, ideally, solutions that are integrated across 
general, intra-fund and comprehensive advice.  
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New anti-hawking laws for super 

Member acquisition, engagement and retention strategies will also 
need to comply with the new anti-hawking laws that will apply 
from 5 October 2021 in implementation of one of the key 
recommendations of the Hayne Royal Commission.  

Under the new laws which are designed to protect consumers 
from pressure selling, trustees will not be able to offer, request or 
invite members to apply for super products through meetings, 
phone calls or other real-time interactions in the nature of a 
discussion or conversation unless members have consented to the 
interaction. 

Trustees will need to ensure that the consent given by prospective 
or existing members is: 

• given before the start of the contact 

• clear and a positive and voluntary act 

• given within six weeks before the contact occurs 

• not withdrawn before the contact occurs 

• consistent with the form of contact requested by the member. 

Under the new laws, each MySuper, choice and retirement 
product will be treated as a separate financial product. That is, 
trustees will need to obtain the consent of a member before 
offering them other super products available within the fund.  

However, the insurance cover and investment options within a 
member’s existing super product are not separate financial 
products. Accordingly, consent is not required to contact members 
about their existing options. 

Importantly, advertising in compliance with the existing 
requirements under the Corporations Act is unchanged and 
recommending products as part of providing personal financial 
product advice is also permissible. 

Finally, the consent requirements under the new anti-hawking 
laws are more onerous than under the Spam Act, which allows the 
trustee to infer consent in certain circumstances and does not 
require the trustee to obtain new consent after six weeks has 
lapsed. 
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Implications for super funds 
Under the new requirements, it is still open to super funds to: 

• market their products in accordance with the advertising 
requirements under the Corporations Act 

• approach their accumulation members about their insurance 
and investment options 

• approach their accumulation members who are close to 
retirement using static communications (as opposed to real-
time interactions) to market their retirement products 

• use those static communications to obtain the consent of 
those members to engage in real-time interactions (in 
compliance with the new anti-hawking requirements) 

• recommend their products when providing personal advice, 
including intra-fund advice.  

What next? 

The High Court decision in Westpac/BT and the new anti-hawking 
laws will impact member acquisition, engagement and retention 
strategies and it would be prudent for all super funds to revisit 
their interactive contact points with new and existing members 
across all channels against these new developments in the law.  
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Data Protection  
& Privacy  

Australia is the one of the largest holders of 
superannuation fund assets in the world. The 
sector collectively holds a significant amount of 
personal and sensitive information (such as 
biographical data, financial records, and health 
information). 

The protection of this information is highly regulated, in particular 
by the Privacy Act 1988 (Cth), overseen by the Office of the 
Australian Information Commissioner (OAIC). Funds also need to 
consider the expectations of other regulators (APRA, ASIC and the 
ACCC have each indicated an interest in information protection 
and security) and their members. 

Superannuation funds face additional challenges in protecting 
personal information because of the use of third-party 
administrators – a fund can be held liable (by the regulator, and by 
its members) for non-compliant or inappropriate handling of 
personal information of the administrator. 

To manage the members’ personal information, funds should give 
consideration to: 

• strong third-party privacy management 

• inventory of personal information 

• privacy governance and risk management 

• records retention. 

Each of these is discussed in turn below. 

Strong third-party privacy risk management 

It is important to have a strong framework for managing the risks 
of a third party (such as the administrator) failing to handle 
members’ personal information in line with the fund’s 
expectations. Management should begin before the third party is 
engaged, with due diligence to understand whether the third party 
has the necessary privacy management in place to protect 
members’ information. 
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The third-party contract should include key privacy clauses, such 
as: 

• requiring information to be handled in line with legislation and 
the fund’s expectations 

• requirements for the third party to notify the fund of any 
privacy incidents 

• each party’s obligations in the event of a notifiable data breach 
(e.g. who is responsible for reporting the breach to the OAIC) 

• a right to audit the third party. 

Third-party obligations following the expiry or termination of the 
contract should also be addressed. In particular, the contract 
should specify requirements to return or destroy members’ 
information following completion of the contract. 

Inventory of Personal Information 

In order to adequately understand privacy risks, funds should have 
a detailed understanding of the personal information they hold. 
This can take the form of a data inventory or data flow map, to 
understand the flow of data both within and outside of the fund.  

Key questions to ask include: 

• What personal information is collected by the fund? 

• What personal information is disclosed by the fund, and to 
whom is it disclosed? 

• Where is the personal information held (i.e. which business 
system, location, cloud storage or on-premise business 
system deployment)? 

• What controls are in place when the information is collected, 
processed, stored, archived, and deleted? 

Privacy governance and risk management 

Funds should ensure that they have suitable internal practices, 
procedures and controls for managing privacy. This should include 
the appointment of privacy-related roles (such as a privacy officer), 
privacy risk management processes, and incident monitoring and 
reporting.  

Privacy impact assessments (PIAs) should be conducted to 
systematically assess the fund’s processes and activities, to 
identify the impact that these might have on members’ privacy, 
and set out recommendations for managing, minimising, or 
eliminating that impact. 
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Records Retention 

Retention of personal information beyond the required purpose of 
processing or as stipulated by the regulatory requirements 
presents increased risks and costs, and may be in breach of 
Privacy Act requirements. Funds should develop a records 
management framework, including documented retention periods, 
a records management policy, governance structure, and standard 
operating procedures for end-to-end records management.  
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Tax  

Having completed its Top 1000 Taxpayer 
Justified Trust Streamlined Assurance Review 
(SAR) program of the 82 largest superannuation 
funds, and issued STARs to each of those 
funds, the ATO is currently undertaking similar 
reviews of Managed Investment Trusts (MITs), 
which remain on-going.   

ATO Streamlined Tax Assurance Reports 
(STAR) – Next Actions Risk Reviews (NARR) 

The ATO has advised that engagements with previously reviewed 
funds will now focus on NARR. In this regard, superannuation 
funds are encouraged to review and take action on the 
recommendations made in their STARs, particularly on areas that 
the fund received lower assurance ratings. The scope of the ATO’s 
future engagement with those funds will be heavily dependent on 
what funds choose to do now to address these areas. The 
commonest areas to receive lower assurance ratings in the STARs 
and ATO expectations on those matters are: 

• Tax governance and risk management: expect better 
evidence of documented and tested controls and processes 
for detail with tax risks. 

• Foreign investments, particularly Limited Partnerships: 
expect greater analysis of the returns from such investments 
to properly reflect the correct Australian income tax treatment. 

• Source of foreign exchange hedging gains: expect funds to 
have regard to and show evidence of applying the guidance on 
determining source under Practical Compliance Guidance PCG 
2016/6. 

• Project costs: expect major project costs (for example) major 
IT costs to be analysed to determine if such costs are on 
capital account and not immediately deductible expenses. 

Some NARRs are also addressing other matters the ATO views as 
emerging tax risks, in particular structure arrangements to obtain 
imputation benefits and aspects of share buy-backs. These 
matters are expanded upon below. 
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Tax governance and risk management  

Tax governance is a key focus of the ATO’s Justified Trust 
methodology for large public and multinational business and the 
ATO’s Tax Risk Management and Governance Guide (ATO Guide) 
sets outs key board and management level controls.  The ATO 
encourages businesses to apply these in order to have an effective 
tax risk management framework. 

Through its recent engagement with the investment management 
industry the ATO has acknowledged that lodging entities such as 
large superannuation funds, managed investment trusts and 
insurance companies rely on data from third party providers due to 
the necessity of outsourcing in institutional investment 
environment.  

However, income tax lodgement responsibilities and duties are 
statutory requirements under the various income tax laws.  As 
such, it is the lodging entities that carry the legal responsibility for 
ensuring that the correct tax information is reported to the ATO. 
The use of third-party service providers does not extinguish the 
legal responsibility of the lodging entity.   

In its reviews the ATO identified trends of insufficient evidence of 
effective documented controls and processes over third party data 
relied upon by the lodging entities, thereby leaving gaps in tax 
governance frameworks of those entities with potential for risk of 
mis-statement arising. 

To assist addressing this, the ATO intends to develop and publish 
further guidance on what it considers to be appropriate controls 
and processes to manage and mitigate the risk of inaccuracies in 
third-party data.  

To assist it to identify the better practice elements for controls 
over third party data, the ATO has issued a Consultation Paper Tax 
risk management and governance – tax controls over third party 
data. The Consultation Paper has adopted a principles-based 
approach to tax governance. The final guidance is intended to 
apply to third party data received from custodians, administrators, 
unit registries, actuaries and investment managers. 
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In the Consultation Paper, the ATO have proposed four principles 
in relation to third party data relied upon by lodging entities: 

1 The entity needs to understand the roles and 
responsibilities of the third-party service providers 

2 The entity needs to be satisfied that the tax policies of 
third-party service providers are prepared in accordance 
with the tax law 

3 The entity needs to be satisfied that the returns and tax 
outcomes of investments are properly reflected in the 
reporting obligations 

4 The entity needs to seek assurance from independent 
parties in relation to the accuracy of the data received and 
processed by service providers 

The proposed principles have been aligned to the existing board 
and management level controls noted above. The ATO expects 
that the final guidance on third-party data tax controls will 
supplement the existing ATO Guide and will provide the minimum 
standard that the it will look for to address the proposed principles. 

Significant Transactions 
The ATO has a general expectation that entities in the investment 
management industry will keep it informed of significant 
transactions undertaken by those entities, particularly where there 
are potentially significant tax risks involved. Where appropriate, the 
ATO encourages seeking suitable guidance or advice from it. The 
risks extend beyond just complex tax technical risks – 
implementation risks are also significant, particularly where 
transactions affect third party data. 

The superannuation and the broader wealth management industry 
are undergoing significant change arising from superannuation 
industry consolidation and the separation / divestment of wealth 
businesses by banks and life insurers.  These transactions involve 
numerous tax complexities such as the access to asset rollover 
and loss transfer relief, design of appropriate group/RSE/RE 
structures, investment asset holding restructures (for which 
adequate tax relief may not be available), identifying potential 
stamp duty exposures and reliefs and tax due diligence reviews. 
The need for further tax risk management controls and procedures 
arise where such transactions involve transfer of key tax-related 
data, such as change of custodians or administrators (or significant 
changes to their systems) where strong pre- and post-transaction 
reviews are needed to ensure complete and accurate tax records 
are maintained. As such transactions are often known about in the 
public domain, it can be expected the ATO will be aware of the 
transactions and may enquire about them to ensure that tax 
compliance risks have been appropriately addressed. 
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Tax issues flagged to market 

Structured arrangements to provide  
imputation benefits 
During the recent SARs of superannuation funds, and now 
managed funds, the ATO has become aware of the common use 
of derivatives in combination with the holding of physical assets to 
obtain the desired exposure to underlying investment assets. 
Whilst the ATO have no concerns with the use of derivatives per 
se, and understand their use in a re-balancing scenario, the ATO 
expressed some concerns in relation to certain structured 
arrangements that provide imputation benefits on shares acquired 
where economic exposure is offset through the use of derivative 
instruments.  

In December 2020, the ATO released Taxpayer Alert TA 2020/5 in 
relation to structured arrangements that provide imputation 
benefits on shares acquired where economic exposure is offset 
through the use of derivative instruments. In TA 2020/5 the ATO 
articulates its views on the type of structured arrangements where 
it has compliance concerns.  In particular, the TA provides four 
examples of transactions that the ATO have concerns about. In 
addition, the TA provides the ATO’s view on how it calculates the 
delta over a parcel of shares, including the parcel of shares the 
subject of the structured arrangement. Further, where these 
shares are acquired directly or via acquiring units in a managed 
fund, the ATO shares its views on what provisions it would seek 
to rely on to deny the imputation benefits in each scenario. 

Share buybacks 
During 2018 and 2019, there were numerous share buybacks by 
public listed companies. Often share buybacks have the potential 
to provide superannuation funds with significant after-tax returns, 
particularly due to the imputation benefits from the franked 
dividend component of the buyback proceeds.  The ATO is 
focussing attention on a couple of aspects about which it has 
concerns: 

• Transactions whereby superannuation funds have deliberately 
sought to increase their holdings in companies offering share 
buybacks in order to increase the size of the potential 
participation in the buyback but, through use of derivatives, 
may not necessarily hold those additional shares exposures at 
significant risk. 

• Controls and procedures around share parcel selection 
methodologies which have the potential to select parcels of 
shares, which by their acquisition date, would be ineligible for 
participation in the buyback, with implications for potential 
incorrect capital gain/loss calculations and incorrect cost base 
information. 



Super Insights 2021 

KPMG | 73 
 

©2021 KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent 
member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All 
rights reserved. The KPMG name and logo are trademarks used under license by the independent member 
firms of the KPMG global organisation. Document Classification: KPMG Confidential 

Liability limited by a scheme approved under Professional Standards Legislation. 

Technology: data and automation 

The traditional tax compliance function is changing as a result of 
global trends impacting the tax function – political, technology, 
economic, social and regulatory. In relation to the regulator, being 
the ATO, it has been interesting to observe the pace of change at 
the ATO as they move closer to more real time analysis of data 
through the use of more advanced technology and data matching 
tools. 

Due to the sheer size of modern day superannuation funds and the 
greater complexity of investments, our clients are increasingly 
grappling with data management – whether it’s data extraction, 
the bringing together of data from multiple data sources, data 
errors, reconciliations, manual processes, and driving insights and 
value from the data. This in turn places pressure of the tax 
function at the superannuation fund, and challenges the traditional 
way that income tax returns and other tax reporting obligations are 
prepared and lodged. 

Tax compliance processes are themselves increasingly shifting 
into the realms of data management, and this trend will only 
continue as tax authorities expand their real time tax data reporting 
obligations and as tax authorities pre-fill tax returns. 

Superannuation funds are looking to increased use of technology, 
automation, analytics and visualisation tools that will improve the 
accuracy and efficiency of the full end to end tax compliance 
process.  

Funds planning technology-driven transformation programs over 
their broader finance and investment functions should seek to 
integrate the tax function requirements in the programs to ensure 
that the management of tax compliance benefits from the funds’ 
technology investments 
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Technology 

Technology plays an important role in how 
funds respond to change. More now than ever, 
technology executives are facing key questions 
on their ability to respond. 

During the COVID-19 pandemic, technology executives were 
suddenly thrust into the spotlight as they rapidly responded to a 
world of remote working and an uncertain return to the conditions 
of 2019. We have now come out into the new normal where we 
will balance remote working with office locations and the pace of 
regulatory change and appetite for further digital transformation 
has not diminished.  

As discussed previously, we are seeing funds increasing their 
efforts and corresponding investments in digital and data 
capabilities in many areas, including: 

• Preparedness for separation and integration activity 

• Building member centricity into the fund operating model and 
technology platforms 

• Ongoing efforts to digitise processes 

• Investments in data-led transformation to support a variety of 
initiatives across the fund 

• Remediating technology debt and system modernisation 

• Securing the technology environment in line with the fund's 
cyber strategy 

• Supporting regulatory change and compliance initiatives 

In preparing for the future, funds should be looking to answer the 
following key questions: 

Expectations of Technology 
• What are our members technology expectations (i.e. mobility, 

usability, channel)? 

• How do we balance the right level of technology investment 
(i.e. run the business, change the business)? 

• What is holding us back from meeting new market / member 
needs, trends, risks and opportunities? 

 

Data Protection & Privacy 

 
Matt O’Keefe 

 
David Cummins 
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Technology Operating Model 
• How should we approach innovation via technology (i.e. leader, 

fast follower, conservative, outsource etc.)? 

• Do we have the IT structures, capabilities and technology to 
deliver value to members? 

• Do we have contemporary systems, integration methods, 
service delivery models and the capacity to act in order to 
deliver business value? 

• What is my view on the 'in-house' versus 'administrator' 
technology landscape? 

Technology Delivery 
• How do we continually check we are moving in the right 

direction? 

• Are we aligned to our IT strategic intent (i.e. vision, 
architecture, service design, sourcing model etc.)? 

Deal Services 
• Do we have the required capability to assess and understand 

IT value across mergers and acquisitions? 

• Do we know how to accurately identity IT risks and synergies 
across as part of a merger or acquisition? 

Tech Risk & Cyber  
• How do we strengthen our IT governance (i.e. vendor 

management, administration management, vendor 
orchestration etc.)?  

• What upcoming regulatory changes will impact our technology 
function (e.g. CDR)? 

• How do we enable ongoing alignment with CPS 234 & 235 
requirements? 

What can funds do? 
Obviously, there is plenty to consider moving forward and any 
plans around technology needs to be made in context of the 
fund's future strategy and what outcomes they are trying to drive. 
Funds should look to refresh their technology strategy and vision 
in line with broader corporate strategy refresh cycle. Part of this 
exercise would be to conduct a diagnostic of the current 
technology strategy to take stock and reflect upon what is working 
well and what adjustments need to be made in order to better 
align technology plans to the fund's objectives. Use the questions 
posed above to help guide the assessment and ensure coverage 
across focus areas. 



Super Insights 2021 

KPMG | 76 
 

©2021 KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent member firms affiliated with KPMG International Limited, a 
private English company limited by guarantee. All rights reserved. The KPMG name and logo are trademarks used under license by the independent member firms of the 
KPMG global organisation. Document Classification: KPMG Confidential 

Liability limited by a scheme approved under Professional Standards Legislation. 

Authors 

Katrina Bacon 
Director, Actuarial &  
Financial Risk 
+61 2 9335 7661  
katrinabacon@kpmg.com.au 

David Bardsley 
Partner, Operations Advisory 
+61 3 6288 6079 
dbardsley@kpmg.com.au 

 Carmen Bekker 
Partner, Management Consulting 
+61 2 9335 8055 
cbekker@kpmg.com.au 

Sam Bourke 
Associate Director,  
Mgmt Consulting 
+61 3 9288 6508 
sbourke1@kpmg.com.au 

Noah Carroll 
Director, Mgmt Consulting 
+61 3 9288 5717 
ncarroll2@kpmg.com.au 

Platon Chris 
Director, Actuarial & Financial Risk 
+61 2 9346 6333 
pchris1@kpmg.com.au 

 Bernie Crowe 
Principal Director, Management Consulting 
+61 2 9335 7667 
berniecrowe@kpmg.com.au 

David Cummins 
Partner, Management Consulting 
+61 2 9335 8491 
davidcummins@kpmg.com.au 

Julian Darrer 
Manager, Mgmt Consulting 
+61 3 8663 8401 
jdarrer@kpmg.com.au 

Michael Dermody 
Partner, Audit Assurance Risk 
+61 2 9335 8141 
mdermody@kpmg.com.au

Eleonora de Vos 
Associate Director, Audit Assurance Risk 
+61 2 9346 5690 
edevos1@kpmg.com.au 

Zein El Hassan 
Partner, Deals Tax Legal 
+61 2 9335 8046 
zeinelhassan@kpmg.com.au 

Bernard Finnegan 
Director, Deals Tax Legal 
+61 2 9335 7016 
bfinnegan@kpmg.com.au 

Kenny Ghi 
Associate Director, Life Insurance & 
Superannuation 
+61 2 9458 1525 
kghi@kpmg.com.au 

Ashley Hepyukselen 
Manager, Audit Assurance Risk 
+61 3 9288 6835 
ahepyukselen@kpmg.com.au  

Rhian Hughes 
Associate Director, Audit Assurance Risk 
+61 2 9346 596 
rhughes5@kpmg.com.au 
 
Nathan Kessey 
Director, CFO Advisory 
+61 2 9273 5197 
nkessey@kpmg.com.au 

Amali Kiriella 
Director, Audit Assurance Risk 
+61 3 9288 5562 
akiriella@kpmg.com.au 

Neil Lamb 
Partner, Deals Tax Legal 
+61 3 9838 4088 
nlamb@kpmg.com.au 

Andrew Maudsley 
Director, Audit Assurance Risk 
+61 2 9335 7267 
amaudsley@kpmg.com.au 
  

mailto:katrinabacon@kpmg.com.au
mailto:katrinabacon@kpmg.com.au
mailto:dbardsley@kpmg.com.au
mailto:dbardsley@kpmg.com.au
mailto:cbekker@kpmg.com.au
mailto:sbourke1@kpmg.com.au
mailto:ncarroll2@kpmg.com.au
mailto:pchris1@kpmg.com.au
mailto:pchris1@kpmg.com.au
mailto:berniecrowe@kpmg.com.au
mailto:davidcummins@kpmg.com.au
mailto:jdarrer@kpmg.com.au
mailto:jdarrer@kpmg.com.au
mailto:mdermody@kpmg.com.au
mailto:edevos1@kpmg.com.au
mailto:zeinelhassan@kpmg.com.au
mailto:zeinelhassan@kpmg.com.au
mailto:bfinnegan@kpmg.com.au
mailto:bfinnegan@kpmg.com.au
mailto:kghi@kpmg.com.au
mailto:ahepyukselen@kpmg.com.au
mailto:rhughes5@kpmg.com.au
mailto:nkessey@kpmg.com.au
mailto:akiriella@kpmg.com.au
mailto:nlamb@kpmg.com.au
mailto:amaudsley@kpmg.com.au


Super Insights 2021 

KPMG | 77 
 

©2021 KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent member firms affiliated with KPMG International Limited, a 
private English company limited by guarantee. All rights reserved. The KPMG name and logo are trademarks used under license by the independent member firms of the 
KPMG global organisation. Document Classification: KPMG Confidential 

Liability limited by a scheme approved under Professional Standards Legislation. 

John Moutsopoulos 
Partner, Deals Tax Legal 
+61 2 9455 9010 
moutsopoulos@kpmg.com.au 

Meaghan Morberger 
Director, Management Consulting 
+61 3 9288 6270 
mmorberger@kpmg.com.au 

Jacinta Munro 
Partner, Audit Assurance Risk 
+61 3 9288 5877 
jacintamunro@kpmg.com.au 

Jesse Oey 
Manager, Management Consulting 
+61 3 8663 8160 
joey@kpmg.com.au 

Matt O’Keefe 
Partner, Management Consulting 
+61 3 9288 5430 
mokeefe@kpmg.com.au 

Martin Paino 
Partner, Audit Assurance Risk 
+61 2 9335 7914 
mpaino@kpmg.com.au 

My Lim Pham 
Senior Manager, Deals, Tax Legal 
+61 2 9335 7572 
mpham9@kpmg.com.au 

Bartosz Piwcewicz 
Partner, Actuarial & data Analytics 
+61 2 9335 8949 
bpiwcewicz@kpmg.com.au 

Nathan Robinson 
Partner, Audit Assurance Risk 
+61 2 9335 7010 
ngrobinson@kpmg.com.au 

Natalie Raju 
Partner, Deals Tax Legal 
+61 2 9335 7929 
nraju1@kpmg.com.au 

Damian Ryan 
Partner, Deals Tax Legal 
+61 2 9335 7998 
dryan@kpmg.com.au 

Shubham Singhal 
Associate Director, Audit Assurance Risk 
+61 3 9288 5401 
ssinghal4@kpmg.com.au 

Emma Small 
Business Development Manager, Asset & 
Wealth Management 
+61 2 9335 8114 
esmall1@kpmg.com.au 

Mark Spicer 
Director, Audit Assurance Risk 
+61 2 9335 8020 
markspicer@kpmg.com.au 

 Grant Stewart 
Director, Management Consulting 
+61 2 9335 7100 
gstewart3@kpmg.com.au 

Cecilia Storniolo 
Director, Audit Assurance Risk 
+61 2 9335 8274 
cstorniolo@kpmg.com.au 

 Ross Stephens 
Director, Deals Tax Legal 
+61 3 9288 6619 
rdstephens@kpmg.com.au 

Bharad Swaminathan 
Associate Director, Audit Assurance Risk 
+61 3 9288 6599 
bharads@kpmg.com.au 

Ian Tracey 
Partner, Audit Assurance Risk 
+61 3 9288 5272 
itracey@kpmg.com.au 

Daniel Williams 
Associate Director, Audit Assurance Risk 
+61 2 9335 7654 
dwilliams20@kpmg.com.au 

Connie van Werkum 
Partner, Deals Tax Legal 
+61 3 9288 6516 
cvanwerkum@kpmg.com.au 
 
 

 

mailto:moutsopoulos@kpmg.com.au
mailto:mmorberger@kpmg.com.au
mailto:jacintamunro@kpmg.com.au
mailto:joey@kpmg.com.au
mailto:mokeefe@kpmg.com.au
mailto:mpaino@kpmg.com.au
mailto:mpham9@kpmg.com.au
mailto:mailtobpiwcewicz@kpmg.com.au
mailto:ngrobinson@kpmg.com.au
mailto:nraju1@kpmg.com.au
mailto:dryan@kpmg.com.au
mailto:ssinghal4@kpmg.com.au
mailto:esmall1@kpmg.com.au
mailto:markspicer@kpmg.com.au
mailto:markspicer@kpmg.com.au
mailto:gstewart3@kpmg.com.au
mailto:cstorniolo@kpmg.com.au
mailto:cstorniolo@kpmg.com.au
mailto:rdstephens@kpmg.com.au
mailto:bharads@kpmg.com.au
mailto:itracey@kpmg.com.au
mailto:dwilliams20@kpmg.com.au
mailto:cvanwerkum@kpmg.com.au


 

KPMG.com.au 

 
 
January 2016 

The information contained in this document is of a general nature and is not intended to address the objectives, financial situation or needs of any particular individual or 
entity. It is provided for information purposes only and does not constitute, nor should it be regarded in any manner whatsoever, as advice and is not intended to influence 
a person in making a decision, including, if applicable, in relation to any financial product or an interest in a financial product. Although we endeavour to provide accurate 
and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one 
should act on such information without appropriate professional advice after a thorough examination of the particular situation. 

To the extent permissible by law, KPMG and its associated entities shall not be liable for any errors, omissions, defects or misrepresentations in the information or for any 
loss or damage suffered by persons who use or rely on such information (including for reasons of negligence, negligent misstatement or otherwise). 

©2021 KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent member firms affiliated with KPMG International Limited,  
a private English company limited by guarantee. All rights reserved.  

The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global organisation.  
Document Classification: KPMG Confidential. 662800831FS  

Liability limited by a scheme approved under Professional Standards Legislation. 

Contact us 

Daniel Knoll 
National Industry Leader, 
Financial Services 
+61 2 9455 9148 
danielknoll@kpmg.com.au 

Linda Elkins  
National Sector Leader,  
Asset & Wealth Management 
+61 2 8865 6113 
lindaelkins@kpmg.com.au 

 

 

https://twitter.com/kpmgaustralia
https://www.linkedin.com/authwall?trk=ripf&trkInfo=AQFGbPee-M1g-gAAAXXVts8o5p7It6B6VtApIn9LCtz5NhZMTqv-gdLyypVsyvzVol6fHdY0LTegcLQ01i60gGSAqm0Zx8Licam50Nu-4PfD5VfbRjx5CDR2izQ-BC8vLW-FeKo=&originalReferer=&sessionRedirect=https%3A%2F%2Fwww.linkedin.com%2Fcompany%2Fkpmg-australia
https://www.facebook.com/KPMGAustralia/
https://www.youtube.com/user/kpmgaustralia
https://www.instagram.com/kpmgaustralia/
https://twitter.com/kpmgaustralia
https://www.linkedin.com/authwall?trk=ripf&trkInfo=AQFGbPee-M1g-gAAAXXVts8o5p7It6B6VtApIn9LCtz5NhZMTqv-gdLyypVsyvzVol6fHdY0LTegcLQ01i60gGSAqm0Zx8Licam50Nu-4PfD5VfbRjx5CDR2izQ-BC8vLW-FeKo=&originalReferer=&sessionRedirect=https%3A%2F%2Fwww.linkedin.com%2Fcompany%2Fkpmg-australia
https://www.facebook.com/KPMGAustralia/
https://www.youtube.com/user/kpmgaustralia
https://www.instagram.com/kpmgaustralia/
https://home.kpmg/au/en/home.html
https://twitter.com/kpmgaustralia
https://twitter.com/kpmgaustralia
https://www.linkedin.com/authwall?trk=ripf&trkInfo=AQFGbPee-M1g-gAAAXXVts8o5p7It6B6VtApIn9LCtz5NhZMTqv-gdLyypVsyvzVol6fHdY0LTegcLQ01i60gGSAqm0Zx8Licam50Nu-4PfD5VfbRjx5CDR2izQ-BC8vLW-FeKo=&originalReferer=&sessionRedirect=https%3A%2F%2Fwww.linkedin.com%2Fcompany%2Fkpmg-australia
https://www.facebook.com/KPMGAustralia/
https://www.youtube.com/user/kpmgaustralia
https://www.instagram.com/kpmgaustralia/
https://home.kpmg/au/en/home.html
https://twitter.com/kpmgaustralia
https://www.linkedin.com/authwall?trk=ripf&trkInfo=AQFGbPee-M1g-gAAAXXVts8o5p7It6B6VtApIn9LCtz5NhZMTqv-gdLyypVsyvzVol6fHdY0LTegcLQ01i60gGSAqm0Zx8Licam50Nu-4PfD5VfbRjx5CDR2izQ-BC8vLW-FeKo=&originalReferer=&sessionRedirect=https%3A%2F%2Fwww.linkedin.com%2Fcompany%2Fkpmg-australia
https://www.linkedin.com/authwall?trk=ripf&trkInfo=AQFGbPee-M1g-gAAAXXVts8o5p7It6B6VtApIn9LCtz5NhZMTqv-gdLyypVsyvzVol6fHdY0LTegcLQ01i60gGSAqm0Zx8Licam50Nu-4PfD5VfbRjx5CDR2izQ-BC8vLW-FeKo=&originalReferer=&sessionRedirect=https%3A%2F%2Fwww.linkedin.com%2Fcompany%2Fkpmg-australia
https://www.facebook.com/KPMGAustralia/
https://www.youtube.com/user/kpmgaustralia
https://www.instagram.com/kpmgaustralia/
https://home.kpmg/au/en/home.html
https://twitter.com/kpmgaustralia
https://www.linkedin.com/authwall?trk=ripf&trkInfo=AQFGbPee-M1g-gAAAXXVts8o5p7It6B6VtApIn9LCtz5NhZMTqv-gdLyypVsyvzVol6fHdY0LTegcLQ01i60gGSAqm0Zx8Licam50Nu-4PfD5VfbRjx5CDR2izQ-BC8vLW-FeKo=&originalReferer=&sessionRedirect=https%3A%2F%2Fwww.linkedin.com%2Fcompany%2Fkpmg-australia
https://www.facebook.com/KPMGAustralia/
https://www.facebook.com/KPMGAustralia/
https://www.youtube.com/user/kpmgaustralia
https://www.instagram.com/kpmgaustralia/
https://home.kpmg/au/en/home.html
https://twitter.com/kpmgaustralia
https://www.linkedin.com/authwall?trk=ripf&trkInfo=AQFGbPee-M1g-gAAAXXVts8o5p7It6B6VtApIn9LCtz5NhZMTqv-gdLyypVsyvzVol6fHdY0LTegcLQ01i60gGSAqm0Zx8Licam50Nu-4PfD5VfbRjx5CDR2izQ-BC8vLW-FeKo=&originalReferer=&sessionRedirect=https%3A%2F%2Fwww.linkedin.com%2Fcompany%2Fkpmg-australia
https://www.facebook.com/KPMGAustralia/
https://www.youtube.com/user/kpmgaustralia
https://www.youtube.com/user/kpmgaustralia
https://www.instagram.com/kpmgaustralia/
https://home.kpmg/au/en/home.html
https://twitter.com/kpmgaustralia
https://www.linkedin.com/authwall?trk=ripf&trkInfo=AQFGbPee-M1g-gAAAXXVts8o5p7It6B6VtApIn9LCtz5NhZMTqv-gdLyypVsyvzVol6fHdY0LTegcLQ01i60gGSAqm0Zx8Licam50Nu-4PfD5VfbRjx5CDR2izQ-BC8vLW-FeKo=&originalReferer=&sessionRedirect=https%3A%2F%2Fwww.linkedin.com%2Fcompany%2Fkpmg-australia
https://www.facebook.com/KPMGAustralia/
https://www.youtube.com/user/kpmgaustralia
https://www.instagram.com/kpmgaustralia/
https://www.instagram.com/kpmgaustralia/
https://home.kpmg/au/en/home.html
https://twitter.com/kpmgaustralia
https://www.linkedin.com/authwall?trk=ripf&trkInfo=AQFGbPee-M1g-gAAAXXVts8o5p7It6B6VtApIn9LCtz5NhZMTqv-gdLyypVsyvzVol6fHdY0LTegcLQ01i60gGSAqm0Zx8Licam50Nu-4PfD5VfbRjx5CDR2izQ-BC8vLW-FeKo=&originalReferer=&sessionRedirect=https%3A%2F%2Fwww.linkedin.com%2Fcompany%2Fkpmg-australia
https://www.facebook.com/KPMGAustralia/
https://www.youtube.com/user/kpmgaustralia
https://www.instagram.com/kpmgaustralia/
https://home.kpmg/au/en/home.html
https://home.kpmg/au/en/home.html
mailto:lindaelkins@kpmg.com.au

	Foreword
	Emergence of mega funds

	Methodology
	APRA data explanatory notes
	KPMG Super  Insights Dashboard
	The dashboard can be accessed via our website at KPMG.com/au/superinsights
	Additional analysis or information

	Synopsis
	Key focal points in 2021
	Mergers
	Governance, risk and controls during a merger transition
	Member Centric Operating Models
	Retirement 
	Insurance in Super
	A climate of risk and opportunity
	Regulatory change
	Risk and regulation
	Member outcomes
	General versus personal advice
	Data Protection & Privacy
	Tax
	Data Protection & Privacy

	Superannuation funds  over 2019/20
	The impacts of COVID-19
	Market movements
	Inflows
	Outflows
	Resulting market position at 30 June 2020
	Other activity
	Mergers and acquisitions

	Operating expenses and MySuper administration fees
	Winners and losers
	Sector market share
	APRA Heatmap sustainability measures
	Funds attracting member contributions


	Changes in the Financial Advice market
	Trend in Financial Adviser numbers
	Financial advisers by category

	Beyond 2020
	Projecting the industry forward to 2025
	Base scenario
	Alternative scenarios


	The challenges of growth
	Meeting changing member needs and expectations
	Internalisation of operations
	Engagement with IFAs8F
	Increased scrutiny from regulators
	What does all this mean?

	Mergers – the pace of change continues  to increase
	Maturing regulatory & governance settings
	Business model sustainability
	Separation and integration: realising the expected benefits of a merger
	Globalisation
	Rising member expectations
	Unprecedented speed of retail transformation
	What’s worked in the past will not provide the same level of success in 2021

	Governance, risk  and controls during a merger transition
	Pre-merger:
	During merger:
	Post-merger:

	Member Centric  Operating Models
	Funds need to purposefully design the experience members expect.
	Super funds need to define their Member Centric Operating Model of the future and be making plans now for how to transition to it.
	Future success requires a deliberately  different approach.

	Retirement – how to  move forward
	So why it is hard?
	What can funds do?

	Insurance in Super
	Regulatory landscape
	Insurance data

	A climate of risk  and opportunity
	Regulatory call for action now

	Regulatory change
	Risk and regulation
	Supervisory priorities
	Risk governance
	The year ahead

	Member outcomes
	General versus personal advice – where to draw  the line
	Overview
	Testing the waters
	The facts
	The Decision
	Key takeaways
	The result
	Implications for super funds

	New anti-hawking laws for super
	Implications for super funds

	What next?

	Data Protection  & Privacy
	Strong third-party privacy risk management
	Inventory of Personal Information
	Privacy governance and risk management
	Records Retention

	Tax
	ATO Streamlined Tax Assurance Reports (STAR) – Next Actions Risk Reviews (NARR)
	Tax governance and risk management
	Significant Transactions

	Tax issues flagged to market
	Structured arrangements to provide  imputation benefits
	Share buybacks

	Technology: data and automation

	Technology
	Expectations of Technology
	Technology Operating Model
	Technology Delivery
	Deal Services
	Tech Risk & Cyber
	What can funds do?


	Authors

