N

/

avsuper

Annual

Trustee Report

to Members
30 June 2019

In this report:

> Summaries of
Commissions, Budgets
and Reports

‘ > Private Markets

TS L7 A7



AvSuper Annual Trustee Report to Members - 30 June 2018

ort MN{@%’C

Your super fund — AvSuper
Reports by our Chair & CEO

Royal Commission

AvSuper snapshot as we turn 30!

The Productivity Commission report

Administration Manager’s update

AvSuper insurance

O 0 O Ul Wb N

2019 Federal Budget
Personalised advice

Investment overview for 2018-19

AvSuper long term returns

Investment Manager’s overview

Making Contributions

Private markets

Investment managers

Member investment choice

Defined benefit accounts

Other investment information

Enquiries
The AvSuper Team

Retired or Retiring?

Financial statements

Your AvSuper Trustee

10
11
12
13
14
15
16
18
19
24
25
26
26
27
28

.29

Have you moved
or created a new

email address?

Log into Member Online
or call us to update your details,

Member Online arrange a rollover or apply

for insurance.

DISCLAIMER: The contents of this document have been prepared for general
advice without taking into account your objectives, financial situation or needs.
Therefore you should consider the appropriateness of the advice in light of your
own objectives, financial situation or needs before acting on the information.
A Product Disclosure Statement on any financial product mentioned in this
document should also be obtained and read prior to proceeding with an
investment decision. Although every effort has been made to verify the accuracy
of the information contained in this document, AvSuper, its officers,
representatives, employees and agents disclaim all liability (except for any
liability which by law cannot be excluded), for any error, inaccuracy in, or
omission from the information contained in this document or any loss or damage
suffered by any person directly or indirectly through relying on this information.

-F facebook.com/avsuper

twitter.comy/aviationsuper

Your Sper fund — Av%u\oer

t is with considerable pride and a sense of accomplishment that we present this 30th anniversary Annual

Report to our members who have always been and will continue to be the reason for AvSuper’s very

existence. AvSuper was started in 1990 and for 30 years has been providing outstanding service to
members on a profit for members basis - many of our members have been with us from the day we started.
You can count on us to continue to be a strongly member focussed organisation that works hard to deliver
consistent long term investment performance and low fees.

Across Australia, AvSuper members include skilled specialists such as air traffic controllers, aviation rescue fire fighters,
engineers, technical officers, pilots and aviation safety specialists, along with associated management, technical and
administration staff. We also provide membership to many Australian public service employees, especially in the Canberra region.’

An increasing number of people from other industries have also chosen AvSuper to care for their super, as well as the

families of AvSuper members.

Dio? tam vaw...

Leaving your employer, or even
the aviation industry, doesn’t
mean you have to leave AvSuper
- we welcome you to stay and
continue receiving our
personalised service. We

accept contributions from all
employers, too.

DioV Yol ko Yol can make wv\’cri\ou’ciong- at any time in Av%u\aerf)

AvSuper provides our 6,500 members (and more
than $2.35 billion of their retirement savings)
with the best of all worlds by delivering quality
superannuation and Income Stream (pension)
products and highly personalised service to
individual members.



https://www.avsuper.com.au/pdss/
https://www.facebook.com/avsuper
https://www.twitter.com/aviationsuper
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t was a busy year for AvSuper and in the super industry
Igenerally with the Hayne Royal Commission and the

Productivity Commission Report on Superannuation (see
pages 4 and 6 for details). While this created a challenging
external environment, AvSuper continued our focus on
maintaining a strong governance framework and providing
our members with a high level of personal and customised
service.

We were delighted our member engagement was recognised
with AvSuper winning the Selecting Super Members’
Choice Award for the second year in a row. We are
incredibly proud of this award as it is voted on by you, our
members. In addition, AvSuper was ranked number one
overall and in various categories on the 2018 super fund
Member Satisfaction Survey - more fantastic recognition we
thank our members for.

This year was one of change with AvSuper farewelling our
longstanding Trustee Director and Chair, George Fishlock.
Part of the Fund for almost two decades, George was a
fantastic supporter of members and the AvSuper team. George
will be missed, not only as a Chair, but as a friend and mentor
to myself and many in our team. Of course, any change brings
opportunity and as such we are fortunate to be working with
Ben Firkins as our new Chair. Ben has a long history with the
Fund and, like George before him, has a deep understanding

and passion for AvSuper and its members. Ben brings terrific
perspective and experience to the role and we are very
fortunate to have him as Chair as we enter our 30th year as a
super fund!

It is now nearly 30 years since AvSuper began as the
CAA Staff Superannuation Fund, and we look forward to
celebrating this milestone with you over the coming months.
For those members who have been with us the entire time —
congratulations and thank you for your loyalty.

Another recent change for the Fund is placing part of our
team in Brisbane. If you are in Queensland and would like
some personalised financial planning advice, it is now
much easier to get a face-to-face appointment. Of course,
appointments continue to be offered by phone across
Australia at any time, and our consultants visit various centres
throughout the year.

Finally, I want to thank all members
who participate in our surveys or
otherwise provide feedback. It is
through such feedback that we
develop initiatives over time — and
we have some exciting changes
coming in 2019-20.

Michelle Wade
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The Royal Commission: a summary

In February, Commissioner Hayne produced a report
into Misconduct in the Banking, Superannuation and
Financial Services Industry, which included thoughts
on superannuation. The report was long and included 76
recommendations which the Government is considering
(and in some cases, implementing).

Note that AvSuper was not called to the hearings nor
mentioned in the report for potential misconduct.

The following outlines what was found for superannuation:

« advice must be in a member's best interest

« fees for no service must stop

« super funds to not 'treat’ employers as an enticement to
chose that fund as a default for employees

« reduce potential conflict of interest for Trustee
directors

« aim at members having only one default super account

« maintain ASIC and APRA regulation, and look to
implementing the Banking Executive Accountability
Regime (BEAR)

A\/%ufm\( m(’wms ol hew %Jmm

+ Nathan Ham - Member Advice Consultant (Brisbane)
¢ Catherine Mukungu - Finance Officer (Canberra)
o Julie Peters - Member Advice Consultant (Canberra)

Av%u)oar gM)f%L\oJc

Electronic annual updates
Each year we send you your statement and a copy of this report - but
did you know either or both of them can be sent by email?

You can let us know you want to swap to (or from) electronic
versions on the contact details page of Member Online. Either way,
your previous statements are available at any time on Member
Online (under the communications tab).

Simpler ID Checks

As of 1 July 2019, you can now provide certain details (eg passport
or license number) and authorise an identity check instead of
arranging certified copies of ID. All relevant forms have been
updated with these details for you.

Reduced Investment Fees!

Effective 1 August 2019, all AvSuper accumulation and income
stream members will enjoy a fee reduction for their investment
options.

A\&wfw was, awarded the 1018 Corsumer Choice award, Mmg it two
Years ina row\.Mg %r votihg For w;,\.

AvSuper is now using
https throughout our site.

https:// Please update any bookmarks to ensure

you have secure access

AV%wfer - wq(%w\g Jcog@JCL\ar {or A0 \?fmrg\

AvSuper has grown and become a trusted, sophisticated superannuation fund that

maintains a member focus. AvSuper has consistently offered exemplary, personalised service
to members, strong investment returns, innovations to suit member needs, and a steady Board
and Management team. Back in 1990, there were 2 staff members, 4 directors and around 1,000
members - now, we have 14 staff (in two cities), 9 directors and about 6,500 members!

From humble beginnings in July 1990, under the name CAA Staff Superannuation Fund,

As AvSuper prepares to enter its thirtieth year of operations,
our focus on delivering effective fund operations, high level
member engagement and post-retirement solutions remains
consistent. We continue to work in your best interests by
providing a highly personalised service that strives to build long
term and loyal relationships with you as well as optimise your pre
and post retirement outcomes.

AvSuper provides a selection of superannuation products,
education, information and advice to you and your families, and
currently has around 6,500 members and $2.4 Billion in funds
under management. Investment returns for the last 10 years have
averaged 8.5% pa for our accumulation members.

AvSuper maintains a strong relationship with, Airservices and
CASA (our corporate employers), and is continuing to build
relationships with other employers of AvSuper members. AvSuper
remains in a strong financial position with both Corporate
Employers currently on a contribution holiday for our defined
benefit members.

Annual Trustee Report to Members
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1% The Government  tasked  the
a5 Productivity Commission to review the
§ ¢ \ Australian financial system. While the
review was largely focussed on banks, the
super industry was also assessed to produce
the Superannuation: Assessing Efficiency and
Competitiveness report released on 3 August
2018. AvSuper was not asked to provide input.

The final report found structural flaws within
Australia’s super system, and recommended
the system be adapted to better meet the needs
of a modern workforce and a growing pool
of retirees. The report also found:

1. evidence of both excessive and
unwarranted fees in the super system

‘% W\e %&meﬁ Cowmig&ioh R@‘oort

4. some members do not get value out of
their insurance in super

5. members should be asked to select a
default Fund only once and recommended
a “best in show” list of super offerings

6. trustee boards need to appoint skilled
board members who can better manage
unavoidable conflicts of interest

7. regulators need clearer roles,
accountability and powers to confidently
monitor trustee conduct and enforce the
law when it is transgressed

AvSuper acknowledges the recommendations
and note that AvSuper has cost-recovery based
fees, competitive insurance and a member first

Member Insurance AvSuper
Guide Financial Advice

Learn about the @ G.uide
insurance cover pidi el £ 4’@ Find out how

(automatic and financial advice

voluntary) offered wad) . can help you -

to eligible AvSuper and how to get

members ﬁ the most from it

AvSuper Guide to ;ﬁ_ Member
Redundancies g Investment Choice
Facts and (MIC) Guide
questions to Find out about the
consider while range of

investment options
AvSuper members

making decisions
about redundancy

AvSuper member guides cover a range of
topics to help you start your retirement savings

Guide to Retiring
Find out about
your choices
when it comes to
retirement

View all of the AvSuper
member guides online at
www.avsuper.com.au/pdss/

2. about 1/3 of all accounts are unintended approach in all activities. Changes relating to payments. can choose from h'\ng 100
second accounts insurance and consolidation of member knOW somet ’

3. alack of simple and salient information accounts (see page 9) legislated as a result u need to O ]
and impartial advice to help members find of this report have had little impact on e
the best super products AvSuper’s operations. * -

Browse our member factsheets onlineat —__— &

www.avsuper.com.au/resources/member-education/
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MEMBERS

year olds have the
*26"/0 are female

& highest average
54.2% of members
joined 10 or more years ago!

super balance

44%'“'
750/ 0 —C) of members have
AvSuper voluntary

of advice appointments were about ;
insurance

retirement planning

Managed 4-38 rollovers into AvSuper
accounts and 10 insurance rollovers

476 advice appointments 29-50/ 0

88% of members and £9% of income stream
members are registered for Member Online! of members
are based in

We answered 794 AvChats, 3,617 phone
Queensland

calls and over 2,513 emails during the year.

Naomi Hales,
Administration Manager

Av%u‘a@r inswance out%io?e Aus,tm? ia

While your super account can remain open
indefinitely, insurance cover can be affected by
leaving Australia.

If traveling for short periods, you are covered as long
as you don’t go to a country graded as ‘do not travel’
when you leave.

For longer periods outside Australia, the following
may apply unless you have written approval from the
insurer prior to leaving:

+ If you make a Total & Permanent Disablement
(TPD) claim, the insurer may require you to
return to Australia for tests and medical evidence.
Income Protection payments, when applicable, will
only be paid for 6 months if you are overseas, and
may recommence when you return to Australia.

Cover ceases once you have been out of the
country for three years or a previously agreed time.

Please contact me for a chat about your insurance
if you are planning (or are on) a long trip overseas.

Kw@g ol InsWwance M accowrt

s you are probably aware, new legislation from 1 July
2019 means that inactive accounts may be changed or
losed.

We can now only give you insurance cover if you have made a
contribution to your AvSuper account within the last 16
months or you have told us to keep your cover despite an
inactive account.

Likewise, we must transfer your savings to the ATO on your
behalf if your account is classified as inactive low balance unless
you tell us to keep your account open.

You can tell us to keep
your cover and/or
Popular forms account active at any

& information time via the forms on
our website (see the links

on our homepage), or
make a contribution to

* Understanding contribution limits

* Make a contribution

s EwkdhnE o keep yourdballzmcil above
* Income Stream switching form $6’900 and classed as
active.

* Read our latest bulletin

* Request our compliance letter
* Keep your AvSuper account active

* Elect to continue insurance form \/

AvSuper

Protect your family’s

+ Fees from your sup

Terms, conditions and

eligibility requirements apply 3

~p

AvSuper insurance update



AvSuper

eleased earlier than usual this year, the Government
handed down its Budget on 2 April 2019. There were
ew superannuation changes, but we’'ve summarised the

main proposals affecting AvSuper’s members below and in more
depth on our website.

Building super when over 65

From 1 July 2020, eligibility to make additional voluntary
contributions without needing to meet the “work test” will
include 65 and 66 year olds.

Members aged 65 and 66 will be given access to the bring
forward arrangements, which currently allow members under
65 to make up to three year’s worth (ie up to $300,000) of
non-concessional contributions in one year.

In addition, spouse contribution age limits will increase from
69 to 74 years.

Opt-in insurance — confirmation

The Government confirmed its intention to legislate new
opt-in insurance rules for new members under 25 and/or with
an account balance below $6,000. However, if this proposal is
legislated, the start date is delayed until at least 1 October 2019.

%u&?g&t ‘orolau%()g aly M\Za or ot be ?@gig?ﬂf@? at oLW Wotzh our
website for u\w?mtz% as JCL\@% FYDFO%?% progress

RGI7 - fee disclosure

On 30 September 2017, the Government enacted RG97
which determines how certain fees are to be disclosed to
members. You may hear of RG97 as additional changes to
these regulations are being discussed.

In short, under RG97, we now include ‘indirect costs’
as part of your fees in annual statements. This is not an
additional fee but instead shows some of the costs we pay to
investment managers prior to setting the unit prices.

Please refer to our website for full details of RG97.

\/egig{’aﬁw\ wFoVata for 011

The following changes came into effect on 1 July 2019:

1.

Superannuation fees are capped at 3%pa for members
with a balance under $6,000

Insurance cover ends for inactive members unless they
request otherwise - call us for details

The work test for members aged 65 - 74 has an
extension of one year for eligible members.

Have you visited www.avsuperadvice.com.au yet? We launched the site in 2018
to consolidate information about financial planning and our advice services.
The site will have additional information added over time and is a good starting
point for your financial planning decisions, and for information on booking an
appointment.

AvSuper’s member advice consultants will continue to answer your queries, by
phone, email or AvChat, and advice appointments with our qualified financial
planners can be booked via either site, email or phone. Our main site remains
active and the place to go for general information about AvSuper and access to
Member Online.

Check it out and remember to book an appointment before making any
major financial decisions!

Our Member Advice Consultants can help you:
* grow your super
 with your retirement planning alongside your Centrelink

entitlements to find the most effective retirement
plan for your situation

understand the financial impact of a

redundancy package

choose investment strategies

determine your insurance needs

establish strategic contribution arrangements.

§ T
dvice (financial plam;rF!

\N‘a\,superadvice,COm.au

AvSuper Advice

SEATED:
Silas Dingiria, Carl Wilson

STANDING:
Nic Miners, Debbie-Jane Campbell

ABSENT:
Nathan Ham, Julie Peters


https://www.avsuperadvice.com.au
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Investment Option |2018-19 returns ” | Benchmark return | Rolling returns

Investment Objective (CPI +) All AvSuper investment returns are shown after allowing for relevant investment fees and taxes.
SUPER INCOME STREAM

Accumulation Account Returns to 30 June

Growth (MySuper) 6.3% 4.6% 8.5% . 3.5% 4.0%
Exceed . Compound
Conservative Growth 4.5% 2.0% # Consumer Price 1.0% 1.5% Average
) ) ) Index (CPI) over ) .
Balanced Growth 5.6% 4.0% # periods by: 3.0% 3.5%

Growth Growth 70% 99% 126% 33% 96% 84% 9.6%
6.3 8.8 11.1 3.0 8.5 7.5% 8.6
FlighlGrowth 6.6% 5.5% 10.2% 4.5% 5.0% (MySuper) (default) ©>%  88% 1L1% &

Investment Option |2018-19 returns ” | Benchmark return | Rolling returns | Rolling years Investment Objective - exceed g::;i;:ratwe 45% 44% 51% 28% 4.6% 4.3% _-

Stable Growth 6.0% 69% 80% 37% 72% 63% 7.8%

Cash 1.8% 2.0% 2.8% Bloomberg AusBond Bank Bill Index Stable Growth 53% 61% 7.0% 33% 64% 56% 7.0% _—
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Australian Shares 5.9% 11.4% # 10 S&P/ASX 300 Accum Index Balanced Growth  56% 72% 9.1% 08% N/A High Growth 72% 119% 161% 23% 117% 97% 11.1%
MSCLAll Counry World Index ERGrowh SN 07K L% 200 1068 88000 gy 200 206 2w 27 23 a1k
2 0, 0, M 0,
International Shares 6.5% 8.2% # 10 (ex A51110s:/:rah;11)l Sé)bclfgdizd and Cash 1.8% 17% 17% 19% 24% 19% 2.8% P 67% 142% 163% 24% 69% 9%
unhedged in 4
0 g At 59% 124% 14.6% 17% 54% 7.9% Shares

N Returns are net of fees and taxes ~ # Long term data is unavailable for our newer options Shiaes _-
International 65% 9.8% 154% 05% 143% 92%

One of the things that makes AvSuper different to other super funds is our in-house Member Advice Team. —
We don’t outsource customer service — so when you contact AvSuper,
you can count on being assisted by experienced, qualified super
professionals and financial advisers employed in our

Trustee Office — not an anonymous call centre.

Investment earnings in our Income Stream products are tax free
Remember that past performance is not always indicative of future for members, so returns will vary from those in accumulation

erjormarice. .
perf accounts. Superannuation payments made to members aged
* Five and ten year history is not yet available for some options over 60 in either division are also generally tax free.
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record, we are pleased to return
positive results above our targets
in 2018-19 for all AvSuper members.

In a year of the lowest cash rates on

The global stock markets had a wild ride,
ending with positive investment returns
for all AvSuper investment options at
30 June 2019. Members in the default,
Growth (MySuper) option, achieved a
6.3% return after fees and taxes (above
the CPI + 3.5% investment objective). The
most important metric is the long
term investment returns which have
continued to strengthen.

Results by sector

The global economy in general slowed
over the financial year, largely restrained
by the US-China trade conflict. The
Australian economy grew 1.8%, its
slowest pace in 9.5 years.

Our conservative but active investment
approach continued while maintaining
strong cash  balances, remaining
overweight in traditional sectors. The

active approach remains robust and we
continue to monitor our investments
carefully.

Australian Shares: The market (All Ords)
was up about 6.5%. Our portfolio finished
over 9% in rolling 10 years.

International Shares: AvSuper’s shares
obtained 7.0% for 2018-19 after allowing
for our currency hedging strategy.

Real Assets: Property had a healthy 9.0%
return and Infrastructure 13.0%. We
expect Infrastructure to continue as a key
driver of performance next year.

Private Markets: Performance was as
expected at 8.9%. You can learn more
about private markets on page 14.

Alternatives & Fixed Income: This
sector includes growth and defensive
characteristics and returned 3.0%.

Currency & Cash: The Australian dollar
had another volatile year, finishing around
0.69USD. AvSuper’s passive hedging
currency strategy mitigated the impact

Sue Field,
Investments Manager

of currency volatility. Interest rates
remained at historical lows with
AvSuper’s  cash  returning  1.9%,
term-deposits 2.6% and fixed interest an
exceptional 6.1%.

Looking ahead...

We expect more volatile markets but are
preparing the portfolio to deliver results
that can withstand any unexpected
downturn in the continued low growth
environment. Despite talk, there is a
consensus that there may not be a
recession in the following year. The
Trustee remains vigilant, seeking the best
positions to gain returns in these
constrained conditions. We continue to
look for new opportunities as they arise,
reviewing and monitoring our existing
suite of managers for member best
outcomes.

Read our full investment overview
in the investments section of our
website, and subscribe to our
monthly investment commentary.

Make extra contributions to

help your super soar!

Have you thought of growing your retirement
savings with...

« Salary sacrifice contributions (with potential tax
advantages)
Regular personal contributions from your post tax
salary or bank account
Lump sum personal contributions whenever you
have some ‘spare’ money
Spouse contributions

A contribution split with your spouse (with
potential tax advantages)

Remember our Member Advice Consultants can
show you the impact of additional contributions
and different investment strategies.

Visit our website
www.avsuper.com.au for relevant
forms and direct deposit details
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Private Markets Strategy

Private Markets is a sector AvSuper uses for its long term
investment strategy — sometimes we invest with a private equity
manager for 14 to 15 years. So when AvSuper makes an
investment in this sector, we ensure that the manager has the
requisite skills and alignment of interests for the long term.

This asset sector is very illiquid and generally not available to
retail clients. The limited access to these types of investments
can be the difference between receiving medium returns versus
higher returns. Being illiquid sounds risky, however it’s a long
term investment. The Manager generally asks for an amount
to be committed (eg $20m) and then requests lump sums over
a set period (often five or ten years) as private investment deals
are found. For example, Partners Group is still investing in
their 2016 Fund (with a five year period) and has used 75% of
our original commitment of $20m. It has invested in 15 global
private companies and started to distribute some of the profits
and dividends from the underlying companies.

Private equity is essential for economic growth worldwide,
as Managers seek growing companies to build, transform
and globalise utilising the Manager’s expertise and resources.
The Manager buys a company and works to expand it in a
meaningful way, before selling the company when it can
operate on its own. This is where the Manager crystallises a gain

(or loss) in the underlying portfolio. Each quarter, the valuation
of the Manager is calculated by the underlying company’s
financial status and valued in accordance with global standard
IPEV guidelines.

AvSuper’s private market investing

At present, AvSuper’s Private Markets sector consists of debt
and equity investments. The debt investments are through our
specialist manager, Hayfin, investing in European loans to
corporate European companies. The equity portion is invested
in a number of private equity funds including Siguler Guff,
Coller and Partners Group. Each of these Managers has their
own unique style of investing and all are considered amongst the
best in the world.

Coller Capital is a pioneer
and market leader in the .
private equity secondaries CO"C]’ Cap]tal
market and one of the largest

purchasers of secondaries worldwide. The first Coller Capital
Fund AvSuper invested in is now realising its underlying
investments and at 31 March 2019 had a net internal rate of
return (IRR) to investors of 16% since inception. AvSuper’s
Investment Committee has reinvested in Coller Capital in their
2018 Fund which will follow on after the current investment
finalises some of its initial holdings.

Siguler Guff was added to our

portfolio for exposure to managers SIG[ II ER
and direct/co-investments in

structured credit, corporates, special @ GI.JFF
situations and real estate. This fund

has fully committed its capital and is now returning funds. The
majority of investments are in the US (52%), followed by
Europe (36%), Latin America (10%) and other (2%). This helps
to provide this Fund, and thus AvSuper, with worldwide
diversification benefits. This Fund has returned 14.8% net IRR
since inception for AvSuper members.

:\ ‘;Ijl 28

The Partners Group
formed the Fund we
invested in to make
direct investments in
a globally diversified private equity portfolio with a focus on
extended middle markets transactions. Partners Group teams
with its underlying companies, seeking to proactively build and
realise value with a particular focus on helping small and mid
cap companies grow internationally. This Fund has returned
10.6% net IRR since inception (to 31 March 2019).

Partners Group

REALIZING POTENTIAL IN PRIVATE MARKETS

Example investment — KinderCare Education

An example of an underlying investment in the Partners Group
portfolio is KinderCare education. This company is the largest
not for profit provider of early childhood education and care
services in the US.

Headquartered in Portland, Oregon, KinderCare has over 50
years experience and operates more than 1500 learning centres.
Partners Group noted the market leading position in a highly

fragmented market, and added a great management team which
has transformed the company’s operating strategy since PG took
over in 2012. There were a number of investment risks including
underperforming centres, poor operating performance,
mismanaged business, reputational risks and regulatory pay
considerations. Partners group works closely with KinderCare’s
management to help evaluate potential add on acquisitions,
new clients, and new centres. The company has outperformed
so far, growing revenues and EBITDA significantly. The
company is on track and has delivered a return of 29% to
31 March 2019.

The Sector was the best ]amcormiwg sector for 2017 with
2397 ow\mf retirn for Av%wfwr members.
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vSuper uses a range of professional investment managers to invest
members’ money according to specific objectives and strategies (including
trategies to guard against excessive risk) set out by the AvSuper Trustee.

Our website lists our current investment managers. As at 30 June 2019, AvSuper’s
assets were managed by the following entities:

Australian
Shares

International
Shares

Alternatives

Real Assets

Diversified
Fixed Income

Cash &
Currency

Private
Markets

*These managers have a value in excess of 5% of the total assets of AvSuper

The risk level for each AvSuper
investment option (as shown on pages
20-23) is based on the super Standard
Risk Measure to allow members to

compare investment options. It is not
a complete assessment of all forms of
investment risk, specifically it does not
take into account the impact of
administration fees or the magnitude

of investment earnings (positive or
negative).

It is important you are comfortable with
the risks (especially the risks of negative
investment earnings) associated with
your chosen investment option(s). You
can find out more about the

Want to know more about

investment markets?

Our Investments Manager provides a
commentary on market conditions and
performance each month. You can find
it on our website each month or
subscribe for an email reminder - look
in the investment section of our website.

%m\oa\r Investiment J\oio@

s an AvSuper accumulation and/or income stream

member, you can access member investment choice.

Your options are outlined on the following pages and
described in detail on our website and in AvSuper’s
Member Investment Choice Guide.

AvSuper’s investment choice enables you to choose one or any
combination of our investment options. You can have your
current super balance and future contributions (or drawdowns)
invested identically or in different ways.

You can change the way your super is invested in our
investment options at any time; this is called switching.
Even better, AvSuper doesn’t charge a fee to switch investment
options! Switching can be done online or by completing a
Nominate or switch investment options form downloaded from
our website.

If you do not make an investment choice, your balance will
be invested in the AvSuper Growth (MySuper) option (for
accumulation members) or the Balanced Growth and Cash
options (for income stream members).

Av%u\aar'g Ihvestmendt oFﬁov&

»  Growth (MySuper) « High Growth

« Conservative Growth + Cash

« Stable Growth » Australian Shares

« Balanced Growth » International Shares

« Diversified Index”

Each option has its own performance objectives, investment
strategy and risk/return profile as shown on the following pages.
Note that past performance is not always indicative of future
performance.

AvSuper sets a range for each asset class in our options to take
advantage of market opportunities by varying allocations. Thus
the asset class weighting during the year may vary from the
target asset allocation.

# The Diversified Index option is available from 1 July 2019 to all members with investment
choice.
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https://www.avsuper.com.au/risk-measures/
https://www.avsuper.com.au/risk-measures/
https://www.avsuper.com.au/publications/memberbooklets/micguide.pdf
https://www.avsuper.com.au/publications/memberbooklets/micguide.pdf
https://member.aas.com.au/Login/AS
https://www.avsuper.com.au/publications/forms/nom_switch_option.pdf
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Growth (MySuper) Conservative Growth Stable Growth Balanced Growth =
e Designed for members who accept medium risk with short term fluctuations in a Designed for members who are generally risk averse or wanting short term access Designed for members who want a diverse investment portfolio to obtain steady Designed for members who accept medium volatility and risk through a balanced | é
7k g diversified portfolio for higher long term returns. to their money, but want some capital expansion. returns over time. investment portfolio for a moderate return. | Qg
§ Investment Return objective: To achieve a return, after tax and fees, which o Investment Return objective: To achieve a return, after tax and fees, which Investment Return objective: To achieve a return, after tax and fees, which Investment Return objective: To achieve a return, after tax and fees, which =
o exceeds Consumer Price Index (CPI) over rolling 10-year periods: j M exceeds Consumer Price Index (CPI) over rolling 10-year periods: exceeds Consumer Price Index (CPI) over rolling 10-year periods: exceeds Consumer Price Index (CPI) over rolling 10-year periods: 5
jj e By 3.5% pa for super members & ° By 1% pa for super members ® By 2% pa for super members ® By 3% pa for super members g
E ® By 4.0% pa for income stream members N * By 1.5% pa for income stream members ® By 2.5% pa for income stream members 2 ¢ By 3.5% pa forincome stream members §
é Suggested minimum timeframe to hold this option: 5+ years . Suggested minimum timeframe to hold this option: 2 to 4 years Suggested minimum timeframe to hold this option: 3 to 5 years = Suggested minimum timeframe to hold this option: 4 to 6 years k=
. ) 3 | ~ '\m
§ Risk/return profile S | Risk/return profile Risk/return profile o Risk/return profile g
S Standard Risk Measure s Standard Risk Measure Standard Risk Measure = M Standard Risk Measure usz
S 3 7. - ] y -
= Risk band 5 | Risk band (2 | Risk band (3 | @ Risk band (4 | z
g Risk label Medium to high Risk label Low Risk label Low to medium " ¥ Risk label Medium
E Estimated frequency WY Estimated frequency Estimated frequency % Estimated frequency
< of negative annual 3 to less than 4 ! of negative annual 0.5 to less than 1 of negative annual 11o less than 2 ", of negative annual 2 to less than 3
b returns in 20 years S returns in 20 years returns in 20 years i \ returns in 20 years
o % A ‘
tI>J Strategic asset allocation effective since 1 February 2017 .\ Strategic asset allocation effective since 1 February 2017 Strategic asset allocation effective since 1 February 2017 | | Strategic asset allocation effective since 1 February 2017
< AssetClass | Benchmark | Range | W AssetClass | Benchmark | Range | I Wassetciass | Benchmark | Range |
Australian Shares 30% 20 - 45% Australian Shares 10% 0-20% Australian Shares 15% 5-30% y Australian Shares 22% 10 - 35%

-~ International Shares 30% 20 - 45% International Shares 10% 0-20% International Shares 15% 5-30% l International Shares 21% 10 - 35%
Real Assets 18% 0 - 45% i Real Assets 10% 0-20% Real Assets 17% 0-30% Il Real Assets 18% 0-35%
Private Markets 5% 0-15% i Private Markets 0% 0-10% Private Markets 5% 0-10% Private Markets 5% 0-10%
Alternatives 5% 0-30% & Alternatives 10% 0-60% Alternatives 8% 0 - 40% s Alternatives 8% 0-35%
Diversified Fixed Income 10% 0-30% . Diversified Fixed Income 30% 0-60% Diversified Fixed Income 20% 0-40% ™ Diversified Fixed Income 14% 0-35%
Cash 2% 0-15% @ Cash 30% 10 - 60% Cash 20% 5-40% Cash 12% 5-25%
E Default accumulation investment option Part of the default Income Stream investment strategy
et e

- . - il
Image! D injgirport courtesyof KenHodge-(undenereative commons via F-
-
A ; ....,..t .
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Diversified Index (from 1 July 2019)
Designed for members who accept the high short-term volatility of listed markets
and seek passive market returns with a long term investment horizon.
Investment Return objective: To achieve a return, after tax and fees, which
exceeds Consumer Price Index (CPI) increases over rolling 10-year periods:

® By 3.0% pa for super members

e By 3.5% pa for income stream members

Suggested minimum timeframe to hold this option: 7+ years
Risk/return profile

Standard Risk Measure

Risk band (6 |
Risk label High
Estimated frequency

of negative annual 4 1o less than 6
returns in 20 years

Strategic asset allocation effective since 1 July 2019

AssetClass | Benchmark | _Range |

Australian Shares 35% 15-50%
International Shares 35% 15-50%
Real Assets 0% 0-10%
Diversified Fixed Income 17% 0-40%
Cash 13% 0-40%

High Growth

Designed for members who accept higher risk and short term volatility through
shares and real assets for greater long term returns.

Investment Return objective: To achieve a return, after tax and fees, which
exceeds Consumer Price Index (CPI) over rolling 10-year periods:

® By 4.5% pa for super members

e By 5.0% pa for income stream members

Suggested minimum timeframe to hold this option: 7+ years

Risk/return profile

Standard Risk Measure

Risk band (6 |
Risk label High

Estimated frequency
of negative annual
returns in 20 years

4 to less than 6

Strategic asset allocation effective since 1 February 2017
Australian Shares 45% 30 - 70%
International Shares 45% 30-70%

Real Assets 5% 0-40%
Private Markets 5% 0-25%

'\

Cash

Designed for members who have a short investment
horizon for some or all of their investment and want
to safeguard their savings.

Investment Return objective: To achieve a return,
after tax and fees, which exceeds the Bloomberg
AusBand Bank Bill Index over rolling 10-year
periods.

Suggested minimum timeframe to hold this
option: 0 to 3 years

Risk/return profile

Standard Risk Measure

Risk band (1]
Risk label Very Low
Estimated frequency

of negative annual Less than 0.5
returns in 20 years

Strategic asset allocation effective since
1 February 2017

m

100%

Part of the default Income Stream investment
strategy

Australian Shares

Designed for members who want to invest in local
sharemarkets and accept higher risk for greater long
term returns.

Investment Return objective: To achieve a return,
after tax and fees, which exceeds the S&P / ASX 300
Accumulation Index over rolling 10-year periods.
Suggested minimum timeframe to hold this
option: 7+ years

Risk/return profile

Standard Risk Measure
Risk band (6 |
Risk label High

Estimated frequency
of negative annual
returns in 20 years

4 1o less than 6

Strategic asset allocation effective since
1 February 2017

m

Australian Shares 100%

International Shares

Designed for members who want to invest in global
sharemarkets and accept higher risk for greater long
term returns.

Investment Return objective: To achieve a
return, after tax and fees, which exceeds the Morgan
Stanley Capital International All Country World Index
(ex Australia) 50% hedged and 50% unhedged in $A
over rolling 10-year periods.

Suggested minimum timeframe to hold this
option: 7+ years

Risk/return profile

Standard Risk Measure

Risk band (6 |
Risk label High
Estimated frequency

of negative annual 4 1o less than 6
returns in 20 years

Strategic asset allocation effective since
1 February 2017

W AssetCiass | Benchmark | Range

International Shares 100% N/A

~p

AvSuper’s investment information




AvSuper

f you are a defined benefit member,

your super is based on a

combination of your vyears of
service, contribution rate and final
average salary. Declines in the value of
defined benefit assets dont generally
affect your final payment as the
investment risk is borne by your
employer. AvSuper’s defined benefit
division remains financially sound, fully
funded and is supported by Airservices
Australia and CASA.

Although  your  defined  benefit
arrangement must end when you cease
working for an AvSuper Corporate
employer, you can stay with AvSuper
and receive contributions from any new
employer. Unless you tell us otherwise
within 28 days of ceasing employment,
your benefit will be transferred to an
AvSuper accumulation account in your
name and invested in the default Growth
(MySuper) option.

Superannuation surcharge

The super surcharge was a contributions
tax that ended in July 2005. Your
member statement shows any applicable
outstanding  surcharge. Interest is
applied to this debt. Unless you make
arrangements to repay the debt earlier,
the outstanding debt will be deducted
from your final benefit when you leave
the defined benefit division.

Investment returns & objectives

The primary objective is an after tax and
fees return exceeding Average Weekly
Ordinary Time Earnings (AWOTE)
increases by at least 1.5% over rolling ten
years.

Contributions holiday

For our Defined Benefit members,
Airservices Australia and CASA make
lump sum contributions rather than on a
per member basis. AvSuper’s defined
benefit assets available to cover payments
sometimes moves into deficit or surplus.
Currently, there is a surplus so Airservices

Australia and CASA are on a
“Contributions  holiday” and not
contributing to the Fund in 2019. The
Trustee is satisfied this will not adversely
affect the financial position of the
defined benefit division in the near term,
but will continue to closely monitor
the situation.

Investment returns for the Defined
Benefit division (after fees and taxes)

One Year Return for 2018-19 5.2%

Five Year Compound Average Return 5.6%
Per Annum o0
Ten Year Compound Average Return

0,
Per Annum i

Long term strategic asset allocation
at 30 June 2019

Asset Class Benchmark —
Ranges
Australian Shares 15% 5-30%
International Shares 15% 5-30%
Real Assets 17% 0-30%
Private Markets 5% 0-10%
Alternatives 8% 0-40%

Diversified Fixed Income 20% 0-40%
Cash 20% 5-40%

Unitisation

AvSuper’s accumulation and income
stream investments are unitised. Units
are allocated when we receive a
contribution or rollover. Your unit
holding decreases when you make a
withdrawal, receive an income stream
payment, leave AvSuper or we deduct fees
or taxes.

Unitisation is similar to buying and selling
stocks, with frequent price changes. The
allocation price is based on that week’s
unit price so even regular transactions
often convert to a different number of
units. For members, the buying and
selling price is the same each week. We
take out some fees and any applicable tax
before setting unit prices. Our website
shows current and historical unit prices.

Diversification for risk management

In our pre-mixed options, your super is
deliberately invested with a long term
focus and diversified across several asset
classes and  multiple investment
managers per asset class. This allows
for more consistent returns and takes
advantage of various investment styles.
These options offer more diversification
than our single asset class options.

AvSuper’s Cash, Australian Shares and
International Shares options each invest
in only one asset class. However, to
maintain diversity and manage risk, they
are invested across a number of sectors
and companies, and managed by
multiple managers.

Derivatives

Our derivatives policy imposes tight
controls on our investment managers’
use of derivatives. They must only be used
conservatively and for controlling risk,
and are never used to gear portfolios.

Unlisted assets

AvSuper also invests in Australian and
international unlisted funds for increased
diversification and stability. This also
provides more buffering from inflation
and scope for direct tax benefits.

We continually monitor our portfolio and
market fluctuations, with the expectation
these assets can potentially give more
value to members’ savings.

Operational risk reserve

The Trustee maintains an Operational
Risk Financial Requirement (ORFR)
reserve to cover losses arising from
significant operational risks and risk
events (not otherwise covered).

Reserve Change from

balance prior year
2019 $10,451,297 +$398,812
2018 $10,052,484 +$618,534
2017 $9,433,950 +$610,227

—
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lease contact AvSuper if you have any queries — in most ~ When you call AvSuper, you’ll never get an anonymous call

Pcases, enquiries can be answered over the phone. centre. One of our experienced Trustee team will happily
Responses to written enquiries will generally be provided  help you.

within five business days.

1. We work hard to help with your super, but if you have any
complaints or feedback you can contact us on 1300 128 751
or avsinfo@avsuper.com.au

2. If our discussions or suggestions don't satisfy you, please When you retire you can leave your money in your AvSuper accumulation

write to: account or start an AvSuper Income Stream*.
Complaints Officer, AvSuper, PO Box 223, We currently manage nearly $298 million in income stream savings. ¥
Civic Square, ACT 2608 or al

An AvSuper Income Stream is easy to manage and offers ;iﬁ ,

email: avsinfo@avsuper.com.au many of the benefits you enjoy as an AvSuper member. N

O
o -

We will get back to you as soon as possible.
Some advantages of an AvSuper Income Stream ... What do I do next?

Low fees to protect your savings If you are in or approaching retirement, chat to us

Member investment choice or read our Income Stream Product Disclosure

Investment earnings are generally tax free Statement (PDS) (available from www.avsuper.

3. Ifyour complaint is unanswered or not resolved to your
satisfaction within 90 days, you may then have the right to
refer the matter to the Australian Financial Complaints

Authority (AFCA). AFCA is a free service and can be You choose how much you are paid, how often (Government limits apply)  com.au or by calling 1300 128 751) to see if it suits
contacted by calling 1800 931 678, via email at AVSUPER TEAM and request ad hoc PaYmer;tS online at any time, too! : you. The PDS details how to join.
info@afca.org.au or by writing to them at GPO Box 3, . L . . ? No tax on GOUE D (from B 60) : : '

Standing: Silas Dingiria, Debbie-Jane Campbell, Shan Badowski, : Your beneficiaries receive the remainder of your account if you die | "AvSuper Income Streams are issued by AvSuper Pty Ltd
Melbourne, VIC 3001. You can find out more about AFCA Kong Wilson, Naomi Hales, Sue Field ,

on their website, www.afca.org.au. . . L
Sitting:  Carl Wilson, Michelle Wade, Ursula Morley, Nic Miners,

Nick Smith, Tash Hughes
Absent:  Catherine Mukungu, Nathan Ham, Julie Peters Remember to book an advice appointment to discuss your options



https://www.avsuper.com.au/publications/pds/income_stream_pds.pdf
https://www.avsuper.com.au/publications/pds/income_stream_pds.pdf
https://www.avsuper.com.au
https://www.avsuper.com.au
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vSuper uses professional external service providers to ollowing is a summary of AvSuper’s financial statements

ensure it operates efficiently: for the last two financial years. The 2019 data is based on
unaudited accounts - the full audited financial statements

and auditor’s report will be on our website by 30 October 2019.

Administrator Link Super
Auditor Ernst & Youn
Internal auditor Towers Watson Statement of changes in net assets
Group Life Insurer Hannover Life Re Australasia for the period ended 30 June
Investment Adviser Frontier Advisors Opening balance at beginning of
Custodian BNP Paribas Australia financial year

Actuar cHr Consulting Pty Ltd

Legal Adviser Greenfields Financial Services Lawyers

2019 2018

$2,340,746,326  $2,182,629,667

Plus Income

Contributions received $73,152,342 $94,915,031
Transfer from other funds $29,578,789 $22,264,219
Net investment income $130,308,206 $169,329,412
Insurance paid to members $1,555,158 $891,982
Less Expenses

Benefits paid and payable $105,530,627 $99,386,012
Insurance expenses $2,872,788 $2,860,518
Operating & Administration expenses $5,450,338 $5,304,927
Tax on contributions $9,013,438 $12,532,112
Income Tax Expense $699,117 $9,200,416

Closing Balance $2,451,774,513  $2,340,746,326 Trustee Insurance
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avsiper

Want to opt out of

Phone: 1300 128 751 or 02 6109 6888

Fax: 02 6100 2799
Email: avsinfo@avsuper.com.au
Post: AvSuper, PO Box 223, Civic Square, ACT 2608

www.avsuper.com.au

—

i facebook.com/avsuper G twitter.com/aviationsuper

Issued by AvSuper Pty Ltd (ABN 46 050 431 797, AFS Licence No. 239078) as Trustee of the AvSuper Fund (ABN 84 421 446 069) for members and potential members of AvSuper. ~ AS 1100.7 06/ 19 1SS5
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