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Retirement Income Covenant – October 2021 

HESTA welcomes the opportunity to make a short submission on the exposure draft 

legislation that will introduce a retirement income covenant for superannuation trustees. 

HESTA endorses the overall aspirations of the draft Bill. We have made some brief 

comments in relation to the provision of data and the interaction between these measures 

and the design and distribution obligations 

Background 

HESTA holds $64 billion of assets on behalf of over 900,000 members in the health and 

community services sector, 80% of who are women. The performance of those assets and 

our members’ financial wellbeing can be materially impacted by even small changes to the 

retirement system. Our members rely on us to ensure that their retirement story is told, 

and that their working life is considered in complex policy deliberations.  

Our typical member is a 43-year-old female. She works in health or community services 

where she earns on average 15.9% less than her male counterpart doing the same job 

with the same skills1. She spends considerable time caring for others in an unpaid capacity 

which adds enormous economic benefit to the country. Because of all this, at 43, she has 

less than $30,000 in superannuation and will not be financially secure in retirement. The 

way in which HESTA operates and invests matters to our members because they 

participate in a system that doesn’t yet adequately provide them with economic security. 

Comments 

HESTA supports the retirement income covenant as envisaged in the exposure draft 

legislation and endorses the principles-based approach to the covenant. This should allow 

HESTA to build a retirement income approach that suits the needs of our membership 

base; however, only 33.7% of our members are currently on track to be retirement ready2 

due to their low incomes, the gender pay gap and broken work patterns.   

  

 

1 https://www.wgea.gov.au/data/wgea-research/australias-gender-equality-

scorecard/health-care-and-social-assistance  
2 Based on our proprietary retirement readiness score on 1 October 2021 

https://www.wgea.gov.au/data/wgea-research/australias-gender-equality-scorecard/health-care-and-social-assistance
https://www.wgea.gov.au/data/wgea-research/australias-gender-equality-scorecard/health-care-and-social-assistance
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Interaction with the design and distribution obligations 

Consideration should be given to minimising the overlapping regulatory requirements for 

funds to comply with the covenant and the design and distribution obligations that 

commenced on 5 October 2021. 

There are potentially significant similarities between a fund’s target market determination 

that is required for retirement income products under the design and distribution 

obligations, and the upcoming retirement income strategy under the covenant.  This may 

result in an increased regulatory burden for funds without any additional benefit to 

members.  

These parallel processes should not result in duplication. Regulatory guidance to 

streamline compliance with these dual obligations and reduce the associated regulatory 

burden and cost to members is needed. 

Provision of data 

Funds will be expected to take reasonable steps to gather information about their members 

to inform the formulation and review of their strategy. HESTA has superannuation-related 

data on our membership; however, it can be limited or outdated given the high level of 

disengagement of many members. Super funds do not automatically receive enough 

information to develop a retirement income strategy for beneficiaries who are retired or 

are approaching retirement, e.g. information related to externally held investments or 

Centrelink eligibility. 

We encourage the Government to explore measures to support the provision and use of 

data by trustees on a de-identified basis (from agencies such as the ATO). This would help 

to ensure the types of assistance offered are appropriate and beneficial. This data, in 

addition to publicly available data and information collected from surveys, would assist 

funds to appropriately determine classes or sub-classes of members for the purposes of 

the strategy. 


