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Section 1  
 
Australian Retirement Trust Pty Ltd 
As Trustee for Australian Retirement Trust 

 
30 Little Cribb Street 
MILTON QLD 4064 

 

Dear Directors 

We are pleased to present our report to the Trustee on the actuarial investigation into RB Super (the 
-plan of the Australian Retirement Trust as at 30 June 2023. 

Membership 

At 30 June 2023, there were 2,904 members of the Plan, comprising 599 defined benefit members 
in 421 preserved members, 227 retained members, 
645 accumulation members and 1,012 pensioners.  Of those pensioners, there were 220 pensioners 
who had retained part or all of their accumulation accounts in the Plan who were also included as 
Retained Members.  The Plan was closed to new defined benefit members in August 2014.  New 
employees can join the Accumulation section of the Plan. 

Assets 

The net market value of assets as at 30 June 2023 was $2,166.504 million, of which 
$1,704.423 million was in respect of the defined benefit liabilities.  No deduction is required for the 
Operational Risk Financial Requirement which is held separately by Australian Retirement Trust. 

A high proportion (more than 75%) of the defined benefit assets were invested in growth assets such 
as shares, property and infrastructure, with the remainder invested in defensive assets such as bonds 
and cash.  

Fund Experience 

The main features of the  experience over the three years to 30 June 2023 were: 

 The net investment return earned on the defined benefit assets averaged 10.6% per annum.  This 
was higher than the long-term net rate of investment return of 5.75% per annum assumed in the 
2020 investigation.  Considered in isolation this would have resulted in a better financial position at 
30 June 2023 than expected. 

 The average salary increases over the period were 4.7% per annum.  This was higher than the 
2.7% per annum expected salary increase (inflationary and promotional) assumption set in the 
2020 investigation.  Considered in isolation, this resulted in a weaker financial position than 
expected. 

 The actual pension increases granted over the period averaged 2.6% per annum which was 
higher than the rate of 2.0% per annum assumed in the 2020 investigation.  Considered in 
isolation, this resulted in a weaker financial position than expected. 
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 Retirement rates were in line with the expected rates and rates of employees withdrawing from 
service were lower than expected.  Active Defined Benefit death and invalidity experience over the 
period was not sufficient to allow for meaningful statistical analysis due to the small number of 
members involved. 

 Pensioner death experience over the period has been in line with the expected rates. 

Overall, the  experience over the three years to 30 June 2023 has resulted in a better financial 
position than that expected based on the assumptions in the 2020 investigation. 

Assumptions 

The key economic assumptions used for this actuarial investigation were a long-term net investment 
rate of return of 6.75% per annum, a long term gross investment return of 7.50% per annum, 
inflationary salary and pension increase rate of 3.5% per annum.  An age-based promotional salary 
increase scale also applies. 

Our starting position for the demographic assumptions was the most recent investigation of the Plan 
effective 30 June 2020.  We carried out an analysis of the demographic experience of the Plan in the 
period from 1 July 2020 to the 31 March 2023 and updated the assumptions where appropriate.  See 
Section 7 for further details. 

Valuation Results 

The actuarial investigation of the Plan as at 30 June 2023 revealed that it was in a strong financial 
position.  At 30 June 2023, for the Plan as a whole, the market value of assets was 147% of vested 
benefits.  This indicates the Plan was in a satisfactory financial position at this date based on the 
current benefit liabilities. 

The coverage of accrued benefit reserves by the market value of assets at 30 June 2023 
was 144% and the past service surplus was $659.4 million.  This indicates the  
position in respect of funding benefit liabilities over the longer term. 

The surplus is large enough that the Bank and other employers are not expected to be required to 
contribute in future.  While this is uncertain because future experience is not known, it does provide 
the opportunity to reduce investment risk and therefore the amount of possible top-up contributions if 
an adverse investment shock occurs.  The preferences of the Bank are relevant to any decision in 
respect of investment strategy because the Bank bears the consequences of investment decisions via 
its funding obligations. 

As the Plan is closed to new defined benefit members, the investment timeframe for the defined 
benefit assets will eventually decline as defined benefit members retire and move into the pension 
phase.  As the Plan matures and moves towards an increasingly higher proportion of pension 
liabilities, there may be justification for moving to a more defensive portfolio which is expected to 
provide a less volatile funding position.  However, the average age of active defined benefit Members 
is 47 years and the youngest defined benefit member is in their late-twenties, so the Plan still has very 
long term liabilities.   
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Following discussions with the Bank, we have recommended a contribution holiday in respect of 
defined benefit contributions could commence when convenient from 1 January 2024 to utilise a 
portion of the current surplus in the Plan.  We have also recommended that further investigation be 
conducted into the possibility of a move towards a more defensive asset allocation at some point in the 
next few years. 

Self-Insurance 

The Plan self-insures the death and invalidity benefits for defined benefit members.  Allowance is 
made in the cost of benefit accruals for the cost of self-
self-insurance, and the associated risks are detailed in Section 10. 

Defined Benefit Pensions  

The Plan pays defined benefit pensions.  In accordance with 23(h) of SPS160 and Professional 
Standard 410, dated June 2023, the Actuary is required to make an opinion on the probability of the 
Plan being able to meet the pension payments in respect of members currently in receipt of pensions.  

Under the Plan governing rules, the Reserve Bank has agreed to make financial resources available to 
pay the defined benefits.  The Plan is in a sound financial position.  Given these circumstances, at the 
valuation date of 30 June 2023, in my opinion there is a high degree of probability that the Plan will be 
able to meet the pension payments in respect of the members currently in receipt of pensions as 

 

Post valuation update 

Over the period from 30 June 2023 to 31 October 2023
been less favourable than our long-term asset return assumptions.  Other than already disclosed in 
this report, we are not aware of any events after 30 June 2023 which would cause us to reassess the 
financial position and our contribution recommendations. 

Recommendations 

The Bank and nominated employers should continue paying defined contributions at the rate of 18.3% 
of defined benefit salaries until 31 December 2023.  For the period from 1 January 2024 and until the 
results of the next actuarial investigation are known, we recommend the Bank and nominated 
employers cease paying defined benefit contributions to the Plan, although the employers may make 
contributions if they wish. 

We recommend that productivity contributions (where applicable) and contributions in respect of 
Accumulation Members continue to be paid. 

I also recommend the Trustee maintain the Shortfall Limit of 100%. 

We recommend that the next full actuarial investigation be made with an effective date at or before 
30 June 2026, if annual investigations are not required for the Plan. 
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The information required under SPS160 is included in summary form at the end of this report.

Yours sincerely 

Level 16, 123 Pitt St
Sydney NSW 2000

WTW
Towers Watson Australia Pty Ltd
ABN 45 002 415 349 AFSL 229921

12 December 2023

D: JD, EZ, TR: EZ, DH, LC CR/ER: DH, LC, SPR: MB
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Purpose of the Investigation 

In accordance with Clause 7 of the Plan Rules, I have been requested by the Trustee to carry out an 
actuarial investigation of the Plan as at 30 June 2023.  Clause 12.2.1 (b) requires the Actuary, as a 
result of the investigation, to recommend a rate of contribution to be payable to the Plan by the Bank 
and nominated employers.  The main aims of the investigation are to: 

 examine the long term funding of the Plan's benefits and to recommend a contribution rate at 
which the Bank and nominated employers should contribute; 

 examine the current financial position of the Plan; 

 meet the requirements of the Plan Rules and the relevant superannuation legislation; and 

 meet the reporting requirements of APRA Prudential Standard SPS160. 

Current legislation requires that where a fund is paying defined benefit pensions, an actuarial 
investigation must be undertaken at least annually unless an exemption has been granted by APRA.  
If an exemption is granted for the Plan, investigations will be required every three years. 

I have not been subject to any restrictions or limitations in the preparation of this report.  This report 
has been prepared in accordance with Professional Standards 400, 402, 404 and 410 issued by the 
Institute of Actuaries of Australia.   

Previous Actuarial Investigation 

The actuarial investigation of the predecessor Plan, which was conducted by me, was carried out as at 
30 June 2020.  The results of that investigation were set out in a report dated 27 November 2020.  The 
report showed that the predecessor Plan was in a sound financial position at that time.  The report 
recommended employer contributions be in the range 9% to 21% of active Defined B
salaries, in addition to productivity contributions (where applicable) and SG contributions for 
Accumulation members.  The Reserve Bank and other employer sponsors have been contributing at 
the rate of 18.3% of Defined B , 3% productivity contributions (if applicable) 
and SG contributions (or greater) for Accumulation members which is in accordance with the 
recommendations from the investigation of the predecessor Plan. Contribution arrangements have 
been continued in the new Plan since the transfer from Sunsuper and this is the first actuarial 
investigation of the Plan in Australian Retirement Trust.   

Changes to the Plan 

issued effective 28 February 2022 to allow for the successor fund 
transfer of RB Super from Sunsuper Superannuation Fund into Australian Retirement Trust. 
 
No other material changes occurred to the current or predecessor Plan benefits over the three year 
period to 30 June 2023. 

Reliance statement and data 

This report is provided subject to the terms set out herein and in our engagement letter dated 
23 March 2017 and the accompanying Terms and Conditions of Engagement and the services agreed 
via email in March 2023  Actuarial planning for 2023.   This report is provided solely for 
the s use and for the specific purposes indicated above.  It may not be suitable for use in any 
other context or for any other purpose.  
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Except where we expressly agree in writing, this report should not be disclosed or provided to any 
third party, other than as provided below.  In the absence of such consent and an express assumption 
of responsibility, no responsibility whatsoever is accepted by us for any consequences arising from 
any third party relying on this report or any advice relating to its contents. 

The Trustee may make a copy of this report available to its auditors, the employer sponsors and to 
any person to whom the Trustee may be required to provide a copy under our engagement or relevant 
legislation, but we make no representation as to the suitability of this report for any purpose other than 
that for which it was originally provided and accept no responsibility or liability to the s 
auditors, the employer sponsors or any third party in this regard.  The Trustee should draw the 
provisions of this paragraph to the attention of its auditors and the employer sponsors when passing 
this report to them. 

In preparing this valuation, we have relied upon information and data provided to us orally and in 
writing by the Trustee and other persons or organisations designated by the Trustee.  We have relied 
on all the data and information provided, including Plan provisions, membership data and asset 
information, as being complete and accurate.  We have not independently verified the accuracy or 
completeness of the data or information provided, but we have performed limited checks for 
consistency.  The data and information we have relied upon is shown in Section 2. 

In our opinion, all calculations are in accordance with requirements of applicable legislative 
requirements, and the procedures followed and the results presented conform to applicable actuarial 
standards of practice. 
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The asset allocation is expected to support the long-term funding position of the Plan by generally 
producing higher real returns, but it carries a degree of cashflow mismatch between the defined 
benefit assets and the defined benefit liabilities.  As at 30 June 2023, the defined benefit section of the 
Plan is well funded and the Bank ultimately bears all of the investment risk for funding the defined 
benefits. 

As the Plan is closed to new defined benefit members, the investment timeframe will eventually 
decline as defined benefit members retire and move into the pension phase.  As this occurs, there 
may be justification for moving to a more defensive portfolio which would reduce the expected volatility 
of the financial position of the Plan.  The current financial position of the Plan does support a move to 
a more defensive portfolio and we have recommended that further investigation be carried out to 
understand the implications of such a change. 

The Plan has a very long term investment horizon with the youngest active defined benefit members 
aged in their late-twenties.  If they remain in the Plan until retirement age, they will be able to take a 
pension which could be payable for another 40 or 50 years, taking the total investment horizon out to 
over 70 years.  Given this very long investment timeframe we consider that the investment objectives 
and strategy adopted by the Trustee for the defined benefit assets of the Plan are appropriate, 
however moving to a more defensive portfolio could be considered in the coming years if the strong 
funding position is maintained or strengthened by favourable experience.  In our opinion, an 
appropriate investment strategy should also depend upon the preferences of the Bank. 

Accumulation Balances Member Investment Choice 

Member Investment Choice (MIC) is available to all accumulation accounts of Plan members.  Under 
MIC, members are entitled to select from a range of investment options available to apply to their 
accumulation accounts.   
required to be invested in any particular investment option. 

The default option is a Lifecycle Investment Strategy for members who do not elect investment choice.  
The Lifecycle Investment Strategy transitions from a balanced investment strategy for ages up to 55 to 
a more defensive investment strategy as the member approaches age 65. 

underlying unit prices of the investment options chosen by those members.  Unit prices are calculated 
daily based upon the value of the underlying assets in each investment option and the number of units 
issued to members. 
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Section 5  
Over the life of a defined benefit fund, the total income (mainly contributions and investment income) 
must be sufficient to meet the total expenditure (mainly benefits, tax and any expenses met from the 
Plan).  The funding method is the method by which the actuary considers the long-term financial 

meet its liabilities as they arise. 

The amount of benefits which the Plan will be liable to pay from the pool in future cannot be known in 

membership at that date and their reason for leaving.  The amount of future tax and expenses also 
cannot be known in advance.  It is therefore necessary to estimate these future liabilities and hence 
the amount that will be required in the pool of assets.  The estimate is made based on a set of 
assumptions about future experience.  More details on the individual assumptions used are included in 
Section 7 of this report. 

The amount in the pool of assets at any time is determined by the level of contributions and 
investment income.  The rate at which the employer contributes to the Plan is usually the only variable 
inflow over which the employer can exercise control and is the main determinant of the pace of funding 
of benefits.  The actuarial funding method is the method of determining this contribution rate. 

For this investigation we have used the Attained Age funding method.  The defined benefit section of 
the Plan has been closed to new members since 2014, and this is a suitable funding method as it can 
be expected to adequately fund accrued benefits without over-funding, with the annual employer cost 
related to the actual increase in the cost of accrued benefits each year. 

This method involves calculating a Normal Cost, which is the employer contribution required to fund 
benefits for current members accruing over their future working lifetimes, ignoring any over or under 
funding of Accrued Benefits at the investigation date.  We then calculate an adjustment to the Normal 
Cost to take account of any over- or under-funding of Accrued Benefits at the investigation date. 

The Normal Cost is determined by: 

 calculating the amount of benefits expected to be paid in all future years to existing members in 
respect of future membership following the investigation date, allowing for all the contingencies 
under which benefits can be paid (retirement, death, invalidity and resignation) and for future 
salary increases; 

 discounting these amounts to determine the present value of benefits arising in respect of future 
membership for current members; and 

 dividing by the present value of future salaries to determine the cost of benefits as an annual rate. 

Adjustments are also made to allow for taxes and administration costs. 

As a percentage of salary, this Normal Cost is an approximation of the employer contribution required 
over the remaining lifetime of the membership based on the profile of existing members. 

By varying the way in which any surplus or deficit is spread, this allows us to directly target a 
contribution rate and to understand any implications of doing so.  We can also develop funding 
strategies based on other objectives, for example the level of risk of a short term deficit or a longer 
term approach to stable funding.  
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Section 6
 

the Plan, as described in Section 5.  To value the liabilities, it is necessary to make assumptions 
regarding the timing and amount of future benefit payments, expenses and contributions since these 
cannot be known in advance.  These assumptions are divided into two categories: 

 financial assumptions relating to the rates of salary growth, inflation and investment income; and 

 demographic assumptions relating to the rates of retirement, resignation, death and invalidity. 

assumptions to some extent.  However, it is intended that over longer periods, and when all the 
assumptions are combined, they will provide a reasonable estimate of the likely future experience and 
financial position of the Plan. 

will result in the financial position of the Plan being different from that expected.  Comparing actual 
experience to that expected based on the assumptions used in the last investigation also enables an 
explanation of changes in the financial position of the Plan.  It should be noted that any change in the 
assumptions will itself have an impact on the financial position of the Plan as measured by the long-
term funding calculations.  To maintain as much consistency as possible in the employer contribution 
rate over time, it is therefore appropriate to change the actuarial assumptions only when there is 
sufficient evidence to suggest that the previous assumptions are significantly differe
expected long term future experience. 

A summary of the assumptions used in this investigation is included in Appendix B. 

It is likely that actual future experience will be different to the assumptions used in this valuation.  
This will impact on the future financial position of the Plan.  Accordingly, it is appropriate to review the 
sensitivity of our valuation results to changes in the assumptions where material.  Those results are 
set out in Section 8 of this report. 
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Section 7
 

In this section, we have compared the actual experience of the Plan for the three year review period to 
the financial and demographic assumptions made in the actuarial investigation in 2020.  A summary of 
our review of the main financial assumptions is set out below: 

 An increase in the expected rates of investment return by 1.00% per annum to 6.75% per annum 
(net of tax) for active and preserved members and an increase of 1.25% per annum to 7.50% per 
annum (gross of tax) for pensioners.  A reduction of 0.06% per annum has been made to the 
gross of tax expected return as an allowance for pension administration expenses; 

 An increase in the salary inflation assumption of 0.5% per annum to 3.5% per annum.  The salary 
inflation assumption at the last valuation was 3.0% per annum with a short-term salary inflation 
assumption of 2.00% per annum for the first three years; 

 An increase in the assumed rate of increase for pension indexation based on Male Total Average 
Weekly Earnings (MTAWE) by 0.5% per annum to 3.5% per annum.  The pension indexation 
assumption at the last valuation was 3.0% per annum with a short-term rate of pension indexation 
of 2.0% per annum for the first three years; and 

 No change to the assumed rate of increase for preserved member benefits which is based on the 
Consumer Price Index, which is assumed to be 2.5% per annum over the long term. 

A summary of our review of the demographic assumptions is set out below: 

 For Defined Benefit Members in active employment with the Bank: 

 A change to the age-based rates of promotional salary increases, that extends the duration of 
the higher promotional increases;  

 A change to the resignation rates, whereby it is now assumed that all members stay until 
retirement age; 

 No change to retirement rates; 

 Updated rates of death and invalidity based on the 2023 RB Super Plan death and TPD 
insurance premiums; 

 No change to the pension take-up rate for retiring active members or for preserved members 
which has remained at 100%; and 

 Updated assumptions for the proportions of members assumed to have a spouse, whereby 
now it is assumed that 90% of all active members are assumed to have a spouse. 

 For pensioner members: 

 No change to the base rates of mortality for pensioners where is it assumed to be in line with 
ALT 15-17, scaled by 60% up to age 65, reaching 100% at age 105, with 25-year 
improvement factors from 30 June 2016. 

Further detail on these assumptions are set out in the rest of this section. 
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Investment Returns 

In the previous actuarial investigation of the Plan a long term net investment return assumption of 
5.75% per annum was used for active and preserved members and 6.25% per annum gross of tax 
was used for pensioners. 

2020 to 30 June 2023 
was 10.6% per annum for active and preserved member assets and 11.6% per annum for pension 
assets based on unit prices provided by Australian Retirement Trust over the period. 

We have based our assumptions for future investment returns on the investment objectives and 
strategic asset allocation for the assets backing the liabilities, which are invested as described in 
Section 4.  While short term differences between actual investment return experience and the actuarial 
assumption can affect the long term financial position of the Plan as measured by the actuarial 
investigation, the assumption used in the investigation must be based on long-term expectations since 
the investigation involves valuing expected payments for many decades into the future. 

In setting the financial assumptions, we have considered output from the WTW Investment Modeller 
which enables us to set assumptions for different funds on a consistent basis having regard to 
differences in their long term asset allocations.  This model uses sector specific expected returns, 
standard deviations and correlations generated from past experience along with Plan specific 

We have used the asset allocation effective 30 June 2023 and asset class returns for a 50 year term in 
the model. 

Our best estimate for future asset returns is 6.75% per annum (net of tax) for active and preserved 
members and 7.50% per annum (gross of tax) for pensioners for this investigation.  In comparison with 
the 2020 investigation of the Plan, these return assumptions are higher by 1.00% per annum (net of 
tax) and 1.25% per annum (gross of tax) mainly reflecting higher assumed underlying cash returns. 

Salary Increases 

For the purpose of the actuarial investigation, salary increases are generally split into two components, 
namely inflationary (non-promotional) increases and promotional increases.  Inflationary increases are 
generally assumed to be in line with increases in Average Weekly Ordinary Time Earnings over time 
while promotional increases are often related to age, the industry in which members are employed and 
the type of work performed. 

The average salary increase over the investigation period for active Defined Benefit members who 
were in the Plan at 1 July 2020 and remained in employment at 30 June 2023 was 4.7% per annum, 
compared to 2.7% per annum expected under the 2020 investigation assumptions, after including 
inflationary and promotional components.  Over the same period, average national salary inflation 
measured by the increase in Average Weekly Ordinary Time Earnings for full-time adults) was around 
2.4% per annum. 
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gap of 2.05% per annum. The actual real rate of return (net of tax), in excess of actual salary growth, 
achieved by the Plan over the three years to 30 June 2023 was 5.90% per annum. 

It is appropriate to value long term superannuation liabilities based on expectations for real rates of 
return over the long term.  gap  (before allowing for promotional 
increases) has increased by 0.50% to 3.25% per annum.  We have estimated that promotional salary 
increases are expected to be 1.2% per annum through to the next investigation in 2026.  Hence, there 

05% per annum after considering the effect of promotional increases.  
The effective average unchanged from the 
last investigation. 

The long term turn and assumed rate of 
future pension increases has increased from 3.25% per annum to 4.00% per annum for this 
investigation.   

Expenses 

The administration expenses for the Plan overall are met by a deduction from the defined benefit 
assets.  For this investigation, an allowance of 0.5% of defined benefit salaries has been assumed for 
expenses in relation to active members of the Plan, and an allowance of 0.06% per annum of pension 
assets has been made by adjusting the assumed gross future rate of investment returns to meet the 
cost of expenses in relation to pensioners, over the period until the results of the next actuarial 
investigation are known. 

The expense allowance will need to be reviewed and updated at each actuarial investigation as it is 
largely based on asset-based fees charged to the Plan and not correlated with changes in the defined 
benefit salaries.  The expense assumption remained unchanged from the previous investigation. 

Insurance 

The Plan presently self-insures all death and invalidity benefits for defined benefit members.  We have 
maintained an allowance of $1 million for claims incurred but not finalised in the accrued benefit 
liabilities.  Further discussions on the self-insurance arrangements in respect of death and invalidity 
benefits are included in Section 10. 

Taxation 

We have assumed that the current taxation regime will continue and that the tax rate presently 
applying to the Plan will be maintained in future i.e., a concessional tax rate of 15% is applied to net 
deductible contributions and investment earnings. 

Demographic Assumptions 

An overview of the demographic assumptions adopted and experience over the period from 
1 July 2020 to 31 March 2023 is shown below. As part of this investigation, we have analysed the 

the assumptions used in the last investigation.  This analysis has been used to determine the effect of 
 financial position and to modify the assumptions for this investigation in 

the light of the P  

Where relevant, detailed age-based tables of rates are provided in Appendix B. 
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Retirement

The occurrence of retirements may place a small strain on the Plan due to the benefit paid being 
slightly greater than the actuarial reserve held for the member at that time.  We would ideally not 
underestimate the rate of early retirements in making assumptions about the Plan's future experience. 

Our analysis of the underlying rates of retirement in the Plan over 2020 to 2023 showed a total of 
66 Defined Benefit members retired from the Plan during the investigation period, compared to 
67 expected retirements based on the assumptions used in the previous investigation. 

The experience shows that the actual level of early retirements was similar to the expectations.  
We have retained the retirement assumptions from the last investigation. 

Death and Invalidity 

The Plan self-insures the future service portion of the death and invalidity benefits for defined benefit 
members.  A potentially large cost is incurred when a death or invalidity occurs because the benefit 
paid from the Plan is generally greater than the actuarial reserve held for the member, however the 
expected number of deaths and disablements in any three-year period is typically in the range of two 
to four members. 

Amongst the Defined Benefit members, there were four deaths and one invalidity over the 
investigation period. 

Given the relatively small numbers of members, it is difficult to develop statistically reliable information 
on the -based table of rates.  We have therefore 
based our assumptions for deaths and invalidity on the underlying insurance premium rates for the 
accumulation members of the Plan.  This has been updated since the previous investigation to be 
based on the RB Super death and TPD premium rates applying in 2023. 

Resignation 

The lump sum resignation benefit for some defined benefit Members can be less than the actuarial 
reserve held for the member, so that if more members resign than were expected, it can lead to some 
excess assets.  The actuarial assumptions should not overestimate future resignations as a safeguard 
against overestimating any excess generated by resignations. 

The number of lump sum resignations observed over the review period was 17 compared to 
62 expected based on the assumptions used in the previous investigation.  Given the small numbers 
of lump sum resignations, and the desire to not overestimate, we have reduced the lump sum 
resignation rate to nil for all ages at this investigation.  This effectively assumes that all members 
withdrawing from the Plan take a lifetime pension (by age 65). 

Pensions or Lump Sums 

Our analysis showed that approximately 92% of active members retiring over the period from 2020 to 
2023 chose to take their benefits as a pension rather than a lump sum benefit.  Given the consistently 
high rate of retiring members to take a lifetime pension and the higher actuarial value placed on a 
pension compared with a lump sum, we have maintain the pension take-up rate of 100% for active 
retiring members at this investigation. 
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Section 8
 

When assessing the adequacy of the assets and future contribution rates, both the long term funding 
and short term solvency positions should be considered.  The measures we have calculated and a 
brief explanation of their purpose are set out below. 

 Vested Benefits Index  
the ratio of the fund assets to the vested benefits is 100% or more.  The value of vested benefits 
represents the total amount the fund would be required to pay if all members were to voluntarily 
leave service on the valuation date.  This a short-term solvency measure and is the focus of the 
superannuation regulator, APRA. 

 Minimum Requisite Benefit Index  
the Minimum Requisite Benefits Index is 100% or more.  This index represents the ratio of the 

Minimum Requisite Benefits  (MRBs) on the valuation date.  The 
MRBs are the minimum benefits that must be paid under Superannuation Guarantee legislation.  If 

management of payment of benefits from the fund. 

 Accrued Benefits Reserve Index  this is a measure of progress towards fully funding the 
benefits on a going concern basis and is a long term measure rather than an immediate solvency 
test.  This index compares the actuarial value of assets with the present value of the accrued 
benefits of members at the valuation date.  The method of calculating the accrued benefit reserves 
is the same as that used to determine the present value of accrued benefits for the purposes of 
AASB1056. 

Vested Benefits Index (VBI) 

 By vested 
benefits we mean: 

 For defined benefit members and preserved members aged under 55, the greater of: 

 the equivalent capital value of their pension at age 55 discounted to date, based on 
membership to date and current salary, with full allowance for preservation to age 55; and  

 their lump sum benefit based on membership to date and current salary. 

 For defined benefit members aged 55 or above  the equivalent capital value of their pension 
based on membership to date and current salary. 

 In addition, for all members  their accumulated member, award and superannuation guarantee 
accounts. 

 For current pensioners  the equivalent capital value of their current pension. 

  











28 RB Super in the Australian Retirement Trust

 

 © 2023 WTW. Proprietary and confidential  
 For WTW and WTW client use only  
 wtwco.com 

This may be attractive to the Bank as the Plan is a defined benefit fund which provides pensions, and 
the Bank may prefer a lower risk of funding shortfalls once there are few employed members and the 
Plan is predominantly pensioners.  This means considering the asset allocation for the defined benefit 
assets and whether these should be moved away from higher return/high risk assets such as equities 
and towards a more conservative or defensive investment arrangement over a suitable period.  This 

-  aims to lower the risks of volatile asset movements by 
reducing exposure to growth assets, thereby leading to a more stable funded status. 

This will become particularly important when the Plan no longer has any active employee members 
and consists solely of former employees and their dependants who are in receipt of pensions.  Given 
the average age of the active defined benefit members is currently 47 years and the youngest defined 
benefit member in their late twenties, this position is many years away.  However, the pension 
liabilities held by the Plan represent over 59% of the defined benefit liabilities and this proportion will 
gradually increase over time. 

The cost to provide the pensions will ultimately depend on investment returns earned, the mortality 
experience and how the pensions change with indexation.  The estimated value of the liabilities is also 
very sensitive to the assumed rates of return on the Plan assets.  While we expect the Bank and the 
nominated employers would wish to minimise the long-term cost of funding the liabilities of the Plan, 
we also expect that they would seek to minimise short-term volatility in the funding level and the 
potential need for additional contributions to eliminate a funding deficit if one should occur due to poor 
investment returns.  It is therefore important to consider the expected return as well as the level of risk 
of the investment arrangements. 

Member benefit payments ultimately need to be funded from investment returns, contributions or 
surplus assets in the Plan.  However, if the cost of de-risking can be funded from existing surplus in 
the Plan, there is no immediate payment required from the Bank to support that de-risking. 

Any change in the allocation to growth assets will result in a trade-off between long-term funding costs 
and the stability in asset level and funded status and the desired level of risk tolerance is a decision for 
the Bank.  We also note that it is the obligation of the Trustee to determine the investment strategy, 
while acting in the best interest of members and taking into consideration the views of the employer 
sponsor on its willingness to accept volatility in contributions (as the employer ultimately bears the cost 
of providing the benefits). 

To illustrate the effect of de-risking, we have valued the Plan liabilities on an alternative assumption 
set, which is based on a more defined 
benefit liabilities.  We note the modelled scenario is similar to a move to the ART Conservative 
investment option.  We have assumed a net of tax investment return of 4.75% per annum (in respect 
of Active member assets) and a gross of tax investment returns at 5.50% per annum for assets 
supporting pensions.  All other assumptions are unchanged. 
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The majority of the self-insured liabilities are expected to be paid out in the form of a pension to a 
member or their dependants.  As shown above, the assets available in the Plan at the 30 June 2023 
exceed the total value of death and invalidity risk benefits and therefore it is extremely unlikely that any 
benefits payable over a short period would exceed the assets available in the Plan (i.e. only in the 
event of a very significant investment market shock). 

As the cost of self-insurance is incorporated into the recommended Bank contributions, under 
reasonable and foreseeable circumstances, the Plan
benefits that emerge over time. 

Claims incurred but not finalised 

The valuation of liabilities allows for current members who may become disabled or die in future.  It 
does not allow for members who may already be in the process of a claim (claims incurred but not yet 
finalised).  We have made an allowance of $1 million for such claims in determining the accrued 
benefits for the Plan, considering the very small number of claims expected from time to time. 

Claims history 

The claim history in the OSF and the predecessor and current Plans has been consistently low, with 
only 20 claims over the past 12 years, comprising 17 deaths and three invalidity claims.  Amongst the 
defined benefit members, there were four death claims approved and one invalidity claim approved 
over the three years to 30 June 2023.  Over the same period, the expectations based on assumptions 
were for approximately four invalidity and three deaths claims.  It is noted that experience has not 
been sufficient to allow for a meaningful statistical analysis due to the small numbers of members and 
claims involved. 

Impact of a catastrophe or pandemic 

Based on the small number of deaths and disabilities and the level of actuarial surplus, we determined 
that it was extremely unlikely that the death and invalidity benefits payable over a short period would 
exceed the assets available to meet payments.  This assumes the statistical independence of the 
claims, where the occurrence of one claim makes it neither more nor less probable that another claim 
occurs.  If the assumption of independence fails, e.g. in the event of a catastrophe or a pandemic, the 
above analysis is not applicable. 

The majority of active Plan members are employed at a small number of locations in Sydney 
(notwithstanding patterns of working from home), creating a risk that a catastrophic event involving 
head office could result in a significant number of death or invalidity benefits being paid.  There is also 
a risk that a pandemic affecting the general population could lead to a significant number of deaths or 
invalidities, although the impact could be offset to some extent by deaths among the current 
pensioners.  If an event such as those described were to happen, there could be a requirement for 
additional funding. 

Although there has been a sustained number of deaths attributed to the COVID-19 pandemic over the 
last several years, we are not aware of Plan members being significantly adversely affected by the 
COVID-19 pandemic at this stage.  The total number of deaths that have occurred in Australia as a 
result of COVID-19, as reported by the World Health Organisation (WHO)1, was 23,188 as at 

 
 
1 https://covid19.who.int/region/wpro/country/au  
2 https://www.actuaries.digital/2023/10/06/covid-19-mortality-working-group-while-still-high-excess-mortality-falls-a-little-in-june/  
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4 October 2023.  The Actuaries Institute COVID-19 Mortality Working Group1 estimates that excess 
mortality in the first six months of 2023 was 7%, with just over half of the excess deaths being directly 
as a result of a COVID-19 infection.  It is noted, however, that the majority of the excess deaths are in 
people above working age (65+ years) who would not be active members of the Plan with a self-
insured death benefit.  It therefore does not appear likely that the COVID-19 pandemic will materially 
impact the overall financial position of the Plan. 

There remains a risk that further developments in the current pandemic (for example incursion of 
vaccine resistant variants, or long term post-viral effects), or indeed another type of pandemic, could 
lead to a significant number of deaths or invalidities of active members.  If this were to happen, the 
financial impact may be offset to some extent by deaths among the current pensioners.  The more 
significant impact of such a pandemic could be on investment markets resulting in negative investment 
returns.  If events such as those described were to happen, there could be a strain on the financial 
position.  We will continue to monitor the emerging experience of mortality and morbidity for the Plan 
and in Australia more generally. 

Sensitivity Analysis 

We have carried out 
funding level to adverse experience in claims.  We have considered invalidity claims in this testing as 
their value is typically higher than the value of the death benefits. 

The first scenario assumed the number of claims in a year is three standard deviations from the mean 
(on the basis the claims are independent), where the mean is the experience over the three years to 
30 June 2023.  This equates to approximately 1.7 claims in a year, resulting in self-insured benefit 
payments with a lump sum present value of $1.2 million.  This was calculated based on the average 
self-insured invalidity benefit of approximately $687,000 at 30 June 2023.  If this scenario were to 
occur, the value of additional claims at $1.2 million would be covered by the Plan assets in excess of 
vested benefits as at 30 June 2023. 

The second scenario assumes that a catastrophe or pandemic leads to 10% of the active defined 
benefit workforce with an invalidity claim.  This equates to approximately 60 invalidity claims in a year, 
resulting in total self-insured invalidity retirement benefits with a present value in the order of 
$41.2 million. 

The Plan had surplus assets, in excess of vested benefits, of $697 million as at 30 June 2023 which 
would mean that if this scenario were to occur, the claims would be covered by the Plan assets.  We 
also note that a high proportion of the self-insured liabilities are expected to be paid out in the form of 
a pension to members or their beneficiaries and therefore the whole present value of benefits is not 
due to be paid out immediately.  Therefore, it is currently extremely unlikely that the self-insured 
benefits payable over a short period would exceed the assets available to the Plan. 

funding level, and the self-insurance arrangements of the Plan are appropriate. 

  



34 RB Super in the Australian Retirement Trust

 

 © 2023 WTW. Proprietary and confidential  
 For WTW and WTW client use only  
 wtwco.com 

Underwriting and Claims Management 

From 1 August 2014, all new employees are offered Accumulation membership (which does not have 
self-insurance exposure), hence there is no need to maintain an underwriting process. 

We have been advised by Australian Retirement Trust that the assessment of self-insured 
disablement claims is carried out by the additional support being 
sourced as required. We are not aware of any concerns with the effectiveness of the claims process. 

Ongoing monitoring 

On an annual basis, the actuary determines the total self-insured benefits for the Plan in the course of 
preparing certain actuarial certificates and other year-end reporting.  Claims made and claims in 
progress are also reported as part of that process.  That information can assist the Trustee in 
determining whether they can attest that, in formulating and maintaining their policy in relation to self-
insurance, the Trustee continue to act in the best interests of beneficiaries as required under APRA 
Prudential Standard SPS 160 (refer to paragraph 36(c) of this Prudential Standard). 

This actuarial investigation, and the separate annual reporting, provide the ongoing actuarial oversight 
of the self-insurance arrangements required by paragraph 37 of APRA Prudential Standard SPS 160.  
In accordance with paragraph 36(a) of this prudential standard APRA has approved other 
arrangements in respect of the management of the self-insurance arrangements so it is not necessary 
to hold a self-insurance reserve. 

External Insurance 

In the event that the Trustee decided that it is not appropriate to continue to self-insure the death and 
invalidity benefits, it would be necessary to tender the insurance for cover with an external insurer. 

It may be possible for the Trustee to obtain insurance for the death and invalidity benefits provided by 
the Plan.  However the death and invalidity benefits for defined benefit Members of the Plan can be 
paid in pension form and this adds a level of complexity to the nature of the insurance cover required.  
This may make it more difficult to completely insure against the risks for death and invalidity benefits.  
For example, the insurer may pay the Plan a capital sum on the death of a member, which can then be 
used to support the payment of a pension to the surviving spouse.  The Plan would bear the risk that 
the capital sum (along with the other Plan assets) would be insufficient to provide the pension over the 
life of the spouse.  



RB Super in the Australian Retirement Trust 35

 

12 December 2023 
wtwco.com 

Conclusion 

The Plan is large enough to retain some risk relating to death and disability benefits and we have no 
concerns about the level of self-insurance provided or the funding arrangements for the self-insurance.  
We have concluded that the level of self-insurance remains reasonable given that: 

 The Plan has more than sufficient assets to cover claims under the valuation assumptions; 

 In circumstances where the assets of the Plan are not sufficient to cover claims, e.g. in the event 
of a catastrophe or a pandemic, the Bank has agreed to support the Plan and ensure that the 
shortfall in benefits can be covered (Rule 13.19 in the Plan Rules); 

 There is annual and triennial monitoring of the self-insurance arrangements;  

 The nature of the insured benefits provided means that it may be difficult to fully insure all the 
death and invalidity risks; and 

 The claims history in the OSF, the predecessor Plan and the current Plan have been consistently 
low. 
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Section 11  
The purpose of this section of this report is to identify the material risks for the Plan which are 
associated with the actuarial assumptions or actuarial management of the Plan, of which we are aware 
as Actuary that have not already been raised elsewhere in this report.  We also comment on the way 
in which the identified financial risks are being managed by the Trustee.  The material risks are: 

Underperformance of Investments 

The risk faced by the Plan is that the investment returns earned on the assets will not be as high as 
expected over the long term.  This means that the financial position of the Plan could deteriorate and 
employer contributions may need to increase.  Given the current investment strategy, there is a 
significant risk of short term volatility in investment performance from the mismatch between the Plan
assets and liabilities.  This investment strategy remains appropriate on the basis that the Bank 
continues to support the mismatch risk. 

Inflation 

The defined benefit liabilities are linked to salary and therefore a higher than expected rate of inflation 
could have a negative impact on the financial position.  Salary increases should continue to be 
monitored at each triennial valuation, in order to determine if adjustments to the employer contribution 
levels are required.  Similarly, pension liabilities are linked to Male Total Average Weekly Earnings and 
increases above those assumed could lead to an increase in employer contributions. 

Increasing Life Expectancy 

The majority of the Plan liabilities relate to current or future pensioners.  The assumptions regarding 
pensioner mortality that were used for this valuation allow for future improvements in mortality.  
However, a future breakthrough in medical diagnosis or treatment which leads to a significant increase 
in life expectancy could increase Plan liabilities and require increased employer contributions. 

Mortality experience should continue to be monitored at each triennial valuation, in conjunction with 
relevant population data, to assess whether adjustment to the employer contribution rates are 
necessary. 

Credit Risk 

The continuation of the Plan is dependent on the continued funding support of the Bank.  If the Bank 
was unwilling or unable to pay defined benefit contributions to the Plan, that may affect the ongoing 
viability of the Plan.  Given the nature of the enforceable obligation from the Bank, and the 
responsibilities of the Commonwealth under the Reserve Bank Act (1959), we do not believe that 
credit risk should be seen as a material issue. 

Credit risk from the investments of the Plan is managed by holding a diversified portfolio of assets. 
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Liquidity Risk 

The majority of 
out over a very long timeframe.  This allows the Plan to hold some illiquid investments consistent with 
the term of those liabilities.  The Plan needs sufficient liquidity to make regular pension payments and 
any lump sum payments required in respective of defined benefit and preserved members. 

Given the small proportion of Plan assets that were held in unlisted investment vehicles and 
considering the long-term nature of the defined benefit payments, we do not consider the liquidity risks 
to be material. The Plan is also part of the much larger Australian Retirement Trust which can 
effectively provide liquidity to sub-funds such as RB Super in the short term. 

Total benefit payments over a 12 month period are expected to be approximately $48 million, including 
expected pension payments of $46 million for 2023/2024.  The Plan has access to sufficient liquid 
assets and cash flow to meet the expected pension and lump sum payments as they fall due. 

Other 

The Plan faces a variety of operational and other risks which may in some circumstances lead to cost 
increases.  We understand that the Trustee monitors and takes action on such risks as part of the risk 
management framework.  An Operational Risk Financial Reserve (ORFR) is held in a separate 
reserve to help mitigate any loss arising from operational risks. 
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Appendix A: Summary of Benefits and 
Conditions 

Full details of the benefits applicable to members are set out in the Australian Retirement Trust Trust 
Deed and the RB Super Plan Rules.  A summary of the RB Super rules is set out below. 

Definitions 

Defined Benefit Membership 

Final Salary 

The highest full-time annual base salary over the course of membership.  For preserved members, 
final salary is increased on 1 July each year in line with the annual increase in the Consumer Price 
Index for the previous March quarter. 

Normal Retirement Age 

The age of 60 years. 

Early Retirement Age 

A member may retire within 5 years of the normal retirement age. 

Pension Increases 

The indexed pension is increased on 20 March and 20 September each year in line with the prior six 
month increase in the Male Total Average Weekly Earnings. 

Member Contributions 

Member contributions to the Plan are voluntary.  Members are able to contribute from either pre tax 
(salary sacrifice) or post tax salary, or a combination of both. 

Accumulated Contributions 

Contributions paid by the member to the Plan together with net earnings on those contributions.  
Compound interest is at the rate determined by the Plan Trustee applicable to each member 
investment option, having regard to the net earnings attributable to each member investment option. 

Membership 

Membership is measured in days. 
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Early Retirement Before age 60 

The Early Retirement Benefit is available from age 55 and is calculated in the same way as the 
Normal Retirement Benefit. 

Invalid Retirement Before age 60 

The Invalid Retirement Benefit may be taken as a lump sum or an indexed pension, or a combination.  
The benefit is equal to a multiple of final salary.  The multiple is based on member's prospective 
membership to age 60 and is calculated in the same way as the Retirement Benefit.  Membership is 
limited to a maximum projected service of 30 years.  Where a pension is being paid, the age 60 
reduction factor applies. 

Death before Retirement 

The spouse of a member who dies in service is entitled to a lump sum benefit of 100% of the 
member's Invalid Retirement Benefit. 

Alternatively, the spouse may elect to take a pension equal to 67% of the deceased member's Invalid 
Retirement Pension.  If there are also dependent children then an additional pension of 11%, 22% and 
33% (of the member's Invalid Retirement Pension) is payable where there are one, two and three or 
more dependent children, respectively.  In addition to the pension, a lump sum is payable equal to 3.3, 
2.2, 1.1 or 0 times the member's Invalid Retirement pension where there are 0, 1, 2 or 3 or more 
dependent children respectively. 

If there are no dependants, the lump sum Resignation Benefit is paid to the member's estate. 

If the member dies after age 60, similar benefits are available to the spouse and children, but are 
related to the Retirement Benefit instead of the Invalid Retirement Benefit. 

Benefit on Resignation 

Cessation of Membership 

A member is entitled to a lump sum Resignation Benefit.  The Resignation Benefit is equal to a 
multiple of final salary.  The multiple is derived having regard to the scale set for deriving the lump sum 
Retirement Benefit and the member's prospective membership to age 55.  This multiple is then 
reduced by the ratio of actual membership to prospective membership at age 55.  A compound 
reduction of 1.5% per annum for the period (in days) from the member's age at resignation to age 55 
years is also applied. 

Preserved Membership 

not to take his Resignation Benefit immediately become a "preserved member" and preserve their 
benefits in the Plan.  A preserved member may elect to take his Accumulated Contributions as a lump 
sum or may preserve this benefit as well. 
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Minimum Level of death cover

Some accumulation members have been provided with a minimum level of death cover as a result of 
past legislative requirements and this is payable in additional to their account balance.  The amount 
payable is based on an age related scale ranging from $50,000 for those aged under 35 and reducing 

does not exceed the sum of their resignation benefit and the mandatory minimum level of cover as 
described above, the death benefit is increased to ensure the total death benefit meets the minimum 
cover requirements. 
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(d) Minimum Benefits

At 30 June 2023 the value of the minimum benefits of the defined benefit members of the Plan were 
$774.8 million which was less than the defined benefit assets at that date.  Minimum benefits are as 
defined in Regulation 5.04 of the Superannuation Industry (Supervision) Regulations.

The coverage of the MRBs for all defined benefit and pension members of the Plan as at 
30 June 2023 was 220%, and for all Plan members (including accumulation members) was 175%.

(e) Financial Position

The financial position of the Plan as at the valuation date of 30 June 2023 is not unsatisfactory and 
I have recommended the Trustee maintain a Shortfall Limit of 100%.

(f) Funding and Solvency Certificates

Funding and Solvency Certificates have been obtained for the Plan covering the period from 
28 February 2022 to 30 June 2023 for the current Plan and in respect of the period 1 July 2020 to 
28 February 2022 for the prior Sunsuper Plan. The Plan was solvent, as defined in the 
Superannuation Industry (Supervision) Regulations, at 30 June 2023 and in my opinion, under the 
valuation assumptions, the solvency of the Plan will be able to be certified in any Funding and 
Solvency Certificate required under the Regulations during the three year period to 30 June 2026.

(g) Recommended Employer Contributions

The Bank and nominated employers should continue paying defined contributions at the current rate of 
18.3% of defined benefit salaries until 31 December 2023.  For the period from 1 January 2024 until 
the results of the next actuarial investigation are known, we recommend the Bank and nominated 
employers cease paying contributions to the Plan in respect of defined benefit liabilities. Contributions 
in excess of this recommendation are also acceptable.

Productivity contributions (where applicable) and contributions in respect of Accumulation Members
are to be paid in addition to the amounts described above.

(h) Defined Benefit Pensioners

In my opinion, as at the valuation date of 30 June 2023, there was a high degree of probability that the 
Plan will 

12 December 2023






