The road to improved superannuation governance - Continued from Page One
My experience with helping funds improve their governance to
meet the new standards and other changes such as MySuper
authorisation, which has tighter compliance and governance
requirements, is that the best fund implementations of policy and
processes have:
• True “back to first principles” start, middle and ending
points - i.e. how does the proposed approach optimise
member benefits.
• Identification of relevant principles as the basis for policies
and expansion of those to specific appropriate tasks.
• Thorough research and understanding of the fund

demographics now and in the future, across all its population
segments, not just the average.
• A realism on the effect on the financials of the fund,
particularly costs, including from future competition and scale
and from continuing fund mergers and rising expectations of
services to members.
• Careful consideration of the big picture, including potential
future situations, not currently applicable.
• An openness to dialogue with APRA as a way of better
understanding what APRA believes is appropriate to your specific
fund given its size, demographics, business and outlook.

Sean graduates with AICD
It was quite a strange feeling - 28 years on from
sitting my last actuarial exam - here I was again
sitting a formal exam under supervision - time limits,
no books - but quite different material. Having spent
five full days and triple that in nights and weekends
between January and March attending and studying
the Company Directors Course of the Australian
Institute of Company Directors (AICD) , I was at
the moment of truth. Happily both the exam and
the separate assignment went to plan for me and I
was awarded my certificate and conferred with my
Graduate of the AICD qualification.
The course covered directors’ duties and
responsibilities, developing and executing strategy, risk
governance and management, financial statements and
performance, the board’s legal environment, decision
making and achieving board effectiveness.
The course was excellent and I highly recommend it to
those of you in a director, trustee or a C suite role who interacts
with a board or similar governing group. The presenters were
experienced practitioners with significant director experience
who were also capable trainers and communicators. Peers
on the course provided fascinating insights into different

Paul Geyer, State Manager of the AICD in Victoria, presents Sean with his GAICD
at the award ceremony in August. (Photo - McGing)

corporate, government and non for profit worlds. Interestingly
three of the thirty attendees were from the superannuation
sector. APRA would be pleased...

Words of Wisdom - A Risk Management Prayer
God grant me the serenity
to accept the things I cannot change;
courage to change the things I can;
and wisdom to know the difference.

Comment: I grew up in Catholic
Ireland with this gem of wisdom on
plaques and posters well before I had
any aspirations for an actuarial and risk
management career. With or without
God as the first word, it is a wonderful
encouragement and core focus for any
risk management journey of discovery.
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Interest rates at record lows. Unsettled and unpredictable
The Road to Improved Superannuation
equity markets grinding out low positive returns with “risk on”
Governance
one week and “risk off “ the next. Consumers nervous of job
security, and not making further voluntary superannuation
Risk Management at a Not for Profit
contributions but further embracing the benefits of technology
A Case Study - Siena College
and the web - online shopping, iPhone5, two new iPads and
“A Picture Paints a Thousand Words”
social media to mention a few. Barack Obama re-elected as
– House Prices - a Global Comparison
President in the U.S. and Julia Gillard still Prime Minister here both human examples of grinding it out.
Sean graduates with AICD
At financial services coalfaces prudential regulation has been a big focus. Life and
“Words of Wisdom”
General Insurers have grappled with ICAAP - the Internal Capital Adequacy Assessment
- A Risk Management Prayer
Process - that will underpin the new and improved risk based capital requirements. The
superannuation industry has grappled with a continuous stream of legislation and regulation
implementing MySuper and SuperStream including 11 new APRA Prudential Standards.
The article following considers some of the insights from work Sean has done on helping entities prepare for these new prudential standards.
Education has had a year of big promise with the Gonski Review but with the crush of reality around future funding in a tightening fiscal
environment competing for precious dollars. This has been exacerbated by a string of well publicised school failures.
An article on page 2 looks at Risk Management in schools, based on Sean’s experience on a school board.
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The Road to Improved Superannuation
Governance
Should we call it the long and winding road? Or
simply the hard road? After years of industry
debate and recent intense review, improving
superannuation governance has well and truly
come front and centre in 2012. The raising of
governance standards stems directly from:
• the need to be true to the legislative
objective of a superannuation fund
being maintained for the sole purpose of
providing retirement benefits to members,
or their dependants if a member dies
before retirement, and
• the responsibility of the trustee of a
superannuation fund who has a fiduciary
duty to act in the best interests of fund
members. Best interest is generally

interpreted as optimising the net of tax
and fees investment returns for members
while balancing risk to acceptable levels,
to that benefits are maximised within those
parameters.
Both ASIC and APRA have governance
improvement agendas. APRA as the prudential
regulator best illustrates the new world of
governance as it implements its wider, and long
established, financial services principles based
approach to minimising risk for fund members.
Its final Superannuation Prudential Standards
released in November and the release of related
Prudential Practice Guides on 11 December
complete the current framework.
(Photo: Flikr 401(K) 2012)
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McGing Advisory & Actuarial has a primary focus on the superannuation and wealth management
industry and provides risk management advice within and beyond financial services. We provide a
personalised consulting and support service to directors, senior executives and their teams. Sean
McGing and his support team can “embed” in your project team as a specialist, lead your team, or
provide strategic, operational or technical reviews.
Sean is also available as a professional independent non-executive director for businesses who would
benefit from Sean’s financial, risk management and varied business experience.
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A Case Study - Siena College

Risk Management at a Not for Profit
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In this article, Sean explores the process and value add of formally
developing risk management governance at a not for profit outside
the financial services industry. The article is based on a paper first
presented at the Actuaries Institute 2012 Financial Services Forum.
Sean sits on the board of Siena College where he chairs both the
Risk Management and Finance Committees. He is a member of the
Risk Management Practice Committee of the Actuaries Institute.
Siena College Ltd
Siena College Ltd is an independent Catholic secondary school
for girls in Camberwell in Melbourne, founded in 1940 by the
Dominican Sisters. Some sense of the level of risks that may arise
can be gleaned from the college statistics - around 730 students,
100 staff, revenues (school fees and grant income) of $12 million
p.a., school buildings and grounds to be maintained, and 162
external learning activities (excursions) last year.
Best practice risk management is driven from, and integrated with,
strategy. The College’s strategy is firmly based on its mission,
vision and values, which drive its risk management starting point of
retention and enhancement of its Dominican charism - the spiritual
orientation, mission and values.
Board addressing risk governance
The board put the issue of risk management on the table when it
set its strategic plan for 2009-2013. A Risk Management Working
Group (RMWG) was formed, of which the author was appointed
chair. The terms of reference were to draft a risk management
policy and a plan to implement the policy.
The risk management governance development
process
The steps taken by the RMWG were:
1. Develop an understanding of risk
All members of the RMWG developed an understanding of the
concepts of risk management,
2. Establish a risk management methodology – principles,
guidelines and implementation.
We agreed to adopt the principles and guidelines in ASX Corporate
Governance Principle 7 and to implement in accordance with ISO 31000.
3. Set principles for developing and implementing risk management
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We agreed that it was most important for Siena College
to keep a sense of perspective in developing and
implementing risk management and undertook to:
a. Develop a risk management culture among the
school staff, based on common sense and doing the right
thing.
b. Avoid overcomplicating matters and spending too
much time and scarce resources on risk management
systems and related documentation.
c. Start with a solid but relatively limited base for a risk
management system, to be enhanced over time.
2. Assign responsibilities and ownership
The director of staff and administration was assigned
responsibility by the principal for the practical
implementation of the risk management policy and plan
when approved.
3. Draft risk management policy
We developed a draft risk management policy based on a policy
for a non profit organisation, originally supplied by Don Walkley,
covering the rationale, definitions of risk, risk management, the risk
management framework and the risk management plan, guiding
principles, procedures and responsibility.
4. Identify risks
We reviewed and customised a risk analysis working template, also
supplied by Don Walkley. We identified the main sources of risk at
Siena College.
5. Assess and analyse risks
We carried out the following initial risk identification and
assessment:
a. Risk discussions in the board and in the finance and building
& grounds committees.
b. For the other major risk categories, a high level risk analysis
was conducted by the RWMG.
We refined our risk analysis template to incorporate the risk
categories (i.e. sources of risk) in the Government of Western
Australia Department of Education School framework.
The director of staff and administration completed a more detailed
risk assessment for an External Learning Activity (ELA), directly
involving the school staff with responsibility in this area. For each
individual risk it identified and assessed: the risk impact, existing
measures mitigation, likelihood, consequences and an overall risk
assessment indicating if action is required.
6. Initial Risk Appetite - The Victorian Registration And
Qualifications Authority (VRQA) Minimum Standards
We agreed that for the first couple of years we should limit the
scope of the risk management system to those risks that might
prevent the College from achieving the VRQA Minimum Standards.
This provided an objective prioritisation of the risks requiring
mitigation and maximised efficient use of scarce resources.
7. Creation of risk register
We agreed that the large number of risks to be managed at Siena,
as for any other school, demands the use of tools to organise

the risk information and to automate some of the risk monitoring
and associated actions. The College now uses risk management
software provided by Periscope Consulting®, populated with an
initial set of around fifty risks.
8. Benchmark the risk management framework
Through informal contact with other schools, we found the
sector has limited practical experience with implementing risk
management. As such, the ability to benchmark was hampered.
9. Developed implementation timeline
We set a timeline with associated tasks to track our progress.
Risk categories, risk appetite and risk
consequence
The largest part of the risk management process is the risk analysis.
Starting with the template from the Western Australia Department of
Education we selected the following risk categories:
•  Student achievement targets   •  Charism, reputation & image
•  Safety of people •  Operational efficiency & governance
•  Financial loss   •  Service interruption at school.
A key element was to determine the consequence of the risk, which
we defined as one of:
•  Insignificant.  Minor.  Moderate.  Major.  Catastrophic.
We created a risk consequence table which effectively became our
proxy for risk appetite.
Risk - threat vs opportunity
Most risks can be either threats or opportunities. It is important to
look at both aspects to ensure board and management decisions
are based on the full facts and a balanced assessment to ensure
opportunities to improve learning outcomes are not lost.
Recommendations made to Siena College Board
The RMWG recommended and the school Board approved the

draft risk management policy, the draft risk management plan and
the establishment of a risk management committee to replace the
RMWG.
Learnings and outcomes
The key learnings from the Siena College case study were:
1. The value of taking time to understand risk management and
its language at the start.
2. Pre-existing risk management framework material should be
leveraged – e.g. ASX Corporate Governance Principles and
ISO 31000.
3. Open and willing hearts and minds made for a great cooperative team dynamic and good communication.
4. Diversity of backgrounds and perspectives in the RMWG
enhanced decision-making.
5. The value of deliberately avoiding too much detail to
conserve resources – good to maximize efficiency, but
difficult to achieve at times.
Key outcomes achieved were:
6. The importance of having a positive risk culture was
recognised and the associated effort to embed that as part of
normal “doing” at the College.
7. The process has increased understanding and oversight of
the College’s risks and has reduced the fear of the unknown.
8. We established a basis from which further learning and
improvement can follow as implementation proceeds.
Acknowledgements
Thanks to the Siena College Board and Risk Management Working
Group and Committee members for their encouragement to
share their risk management journey. Also to John Muir-Smith
of Periscope Consulting and Don Walkley of Governance, Board &
Directors.
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Comment: Australian house prices have increased more than
those of other western English speaking economies over the last
20 years. Ireland shows its spectacular Celtic Tiger rise and even
more spectacular fall in the last 5 years to around 50% of its
peak. The U.S. at its peak is considerably below Australia and the
UK. Canada’s prices have risen more than its peers in the last

10 years after a quiet period before that.
A 20 year view has Australia highest at 6.2% p.a. compound growth
(all growth is capital prices only, excludes any rental income or
maintenance costs), with the U.S. lowest at 3.0% p.a. Over the
last 10 and 5 years, Canada leads at 6.83% p.a. and 3.7% p.a. vs
Ireland lowest at -1.6% and -12.8% p.a. respectively.
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