CONSTRUCTION INDUSTRY LONG
SERVICE LEAVE PAYMENTS BOARD -

" T
e wm"fce; S
i

A
sqi
eanly

el amnes

ANNUAL REPORT
2010/2011



CONSTRUCTION INDUSTRY LONG SERVICE LEAVE PAYMENTS BOARD ,HJLLL

Directory

CONSTRUCTION INDUSTRY LONG SERVICE LEAVE PAYMENTS BOARD

OFFICE:

POSTAL ADDRESS:

WEB ADDRESS:
EMAIL:
TELEPHONE:
FACSIMILE:
BANKERS:
ACTUARY:

AUDITORS:

BUSINESS HOURS:

PUBLICATIONS:

ISSN 1033-4173

1st Floor, 26 Colin Street, WEST PERTH, 6005
PO Box 1333, WEST PERTH, 6872
www.walslboard.com.au

staff@walslboard.com.au

08 9476 5400

08 9321 5404

Bank of Western Australia Limited
Pricewaterhouse Coopers
Auditor-General's Office

8.30 am to 5.00 pm Monday to Friday
Pamphlets and other material explaining the

Scheme are available from the Board's Office
and the Board’s web site.



CONSTRUCTION INDUSTRY LONG SERVICE LEAVE PAYMENTS BOARD JJJLLl

Honourable Simon O'Brien MLC

Minister for Finance; Commerce; Small Business
13" Floor, Dumas House

2 Havelock Street

WEST PERTH WA 6005

Minister
In accordance with section 63 of the Financial Management Act 2008, we hereby submit for your

information and presentation to Parliament, the Annual Report of the Construction Industry Long
Service Leave Payments Board for the financial year ending 30 June 2011.

The Annual Report has been prepared in accordance with the provisions of the Financial
Management Act 2006.

Y 4

L Gibbs
Chair

Date: 26‘/3/20//
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M McLéan
Member of the Board
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OVERVIEW

Executive Summary

The Board is now in its 25th year of operation and continues te achieve its original key objective of providing
a portable long service leave benefit to onsite employess in the construction industry. Since
commencement in 1987 the Board has made in excess of 18,000 payments to employees and the Scheme
has grown to the current peak level of 74,845 registered employees as at 30 June 2011.

The strang growth, over the past 10 years, in employees being contributed for (average for the year) is
shown in the table below;

Year Employees Percentage
Contributed Increase
For
2001 27,380 {n/a)
2002 27,171 (nom)
2003 28,406 (+5%)
2004 32,066 (+13%)
2005 34,950 (+9%)
2006 40,224 (+15%)
2007 45,022 (+12%)
2008 52,169 (+16%)
2009 56,562 {+8%)
2010 56,374 (nom)
2011 62,047 {(+10% )

In the past year 2273 payments totalling $16.9M were made to employees.

Whilst the number of emplayees has grawn to a peak level in 2011, the number of employers reduced slightly
to 4991 from the 2010 peak of 5124.

In the past year the employers’ contribution levy generated $62.7M and this was above budget. This strong
performance was as a result of industry activity, number of employees contributed for and the number of days
worked by employees in the industry.

The Board's investments performed well during the year with a return of + 8.0% (benchmark = 8.4%})
generating an above budget result of $13.6M. This investment income was a pleasing increase on last year's
result of $8.1M. Investment conditions remained challenging during the year; however, year on year, market
growih was achieved.

Over recent years the Board has suffered adversely from the Global Financial Crisis however the Statement of
Financial Position as at 30 June 2011 shows that the Board has restored its equity position and now has Taotal
Equity of $16.1M. Notwithstanding this Total Equity of $16.1M (as at 30 June 2011) it is important to nate that
at the time of writing this Executive Summary global financial markets were highly volatile.

The impact on the Australian ASX 200 Index has been significant and as at 9 August 2011 the index had
fallen to 4,035 which is -12% on 30 June 2011 level of 4,608. The shor/medium term outlook for financial
markets is one of continued volatility. A sustained market downturn will have an adverse impact on the
Board's investment portfolic and in turn the 30 June 2011 Total Equity of $16.1M.
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Executive Summary (continued)

On a more positive note the table below shows the significant growth in the assets and liabilities of the
Board over the past 5 and 10 years.

30 June 30 June 30 June 5 10
2001 2006 2011 Year Year
Growth Growth
Assets $86.7M $108.3M $223.4M 106% 158%
Liahilities $59.0M $74.8M $207.2M 177% 251%
Total Equity $27.7M $33.5M $16.1M (52%) (42%)

During the year the Board engaged its Actuary (Pricewaterhouse Goopers) to undertake an "Experience
Review" ie a detailed analysis of the Scheme in regards to key historical performance aspects including:

- growth rate in the number of employees;
- participation rate of employee;
termination rate of employees; and
- in-service rate (the rate at which employees take long service leave whilst in the Scheme).

This exercise covered the period 2006 — 2010 and has enabled the Board to update its actuarial model
to be as precise as possible — this will be of significant benefit to the Board in the forward planning of
required asset levels (investment funds) to cover the forecast growth in the actuarial liability. The
actuarial model! forecasts that the liability (as per AASB119) to employees will increase to $291M in the
period to June 2015.

In the ensuing months Board Members will carefully assess the up to date financial position of the Board
plus forecast investment earnings and liability projections and determine the contribution levy for 2012.
The preliminary view is that the levy will remain unchanged at 2.25%. The levy of 2.25% is comparable
o Schemes in other states which have a levy in the range 1.25% - 2.70%.

The Board continues to have a reasonably conservative investment strategy with the asset allocation as
at 30 June 2011 being:

Recommended Recommended Actual
Range* Benchmark* Aliocation

% % %
Australian Shares 35-75 55.0 56.7
Overseas Shares 0-15 - -
Listed Property 0-20 10.0 5.8
Total Growth Assets 35-75 65.0 62.5
Australia Fixed Interest 10 - 40 20.0 19.4
Overseas Fixed Interest 0-15 - -
Cash 10 - 40 15.0 18.1
Total Fixed Income Assets 25 - 65 35.0 37.5
Total Assets 100 100

*As per the Board's Investment Policy Statement
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Executive Summary (continued)

Scheme funds under management totalled $197.9M as at 30 June 2011. The Board's Investment Advisor is
Pricewaterhouse Coopers and funds are managed by:

- Maple-Brown Abbott Limited;

- Mercer (Australia) Pty Ltd; and

- Schroder Investment Management Australia Limited.

In addition to the above the Board held cash deposits of $10.0M as at 30 June 2011.

From an operational perspective the Board continues to review systems to improve operational efficiencies. The
Board is optimistic that legislative amendments io the Construction Industry Portable Paid Long Service Leave
Act 1985 will be finalised in the short term and that these amendments will result in the achievemeant of further
efficiencies. The Board will ensure the amendments are publicised so that parties affected are aware of the
changes.

In view of the increasing number of interstate based employers (with employees working on site in Weslern
Australia), Board staff are to undertake an interstate visit early in the new financial year to meet some of those
employers and enhance their understanding of our Scheme. This interstate visit demonstrates the Board's service
commitment to industry employers.

On a local basis the Board continues to ensure that employers which are required to be registered, are registered,
and are correctly recording service for eligible employees. Furthermore the Board's inspection team continues
with its program across both metropalitan and regional locations to ensure employers are paying the correct
contribution levy for eligible employees.

The changing nature of employment in the industry means that the Board has an increasing level of employees
with interstate service and this has resulted in an increasing level of awareness and cooperation amongst
Australia-wide Schemes to ensure employees can access their benefits with the minimum of effort. Furthermore,
all Australia-wide Schemes are working together to implement, where ever possible, best practice operational
processes.

The financial year 2011 — 2012 will be an exciting period for the Scheme as it will be the host of the 2011 National
Conference of Portable Long Service Leave Schemes — an opportunity which only comes around every 8 years.
Delegates will include Chairs, Board Members and senior executives from the eight Australian Schemes. The
Conference will be held at Mandurah in Cctober 2011 and will feature a well-qualified line up of industry speakers.
Our Minister, the Hon. Simon O’'Brien MLC, will formally open the Conference.

The Conference promises to be an impartant forum for delegates to enhance knowledge and to network with
delegates from other states.

On the Bth Jaruary 2012 the Board will achieve its 25th year anniversary milestone. The Board is very proud of

this achievement and looks forward to continuing to deliver an invaluable service to both industry employees and
employers.
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