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CONSTRUCTION INDUSTRY LONG SERVICE LEAVE BOARD

VISION

To be and be recognised as a professional, innovative, progressive client driven worker
benefit scheme administrator contributing to the prosperity of the construction industry
in South Australia.

MISSION

In accordance with statutory requirements, we will deliver a range of worker benefit
services of the highest order to the construction industry through professional
administration and service delivery and prudential fund management.

BUSINESS OBJECTIVES

Utilise technology in a cost effective manner to improve business operations;

Maximise investment returns through prudential fund management and investment
strategy;

Monitor industry developments and liaise with industry in contributing to the
formulation of Government policy regarding portable long service leave:

Implement marketing initiatives that promote the concept of industry based long
service leave;

Develop programs and processes designed to provide ethical and superior customer
service; and

Introduce policies and training initiatives aimed at promoting self development of staff
and a culture focused on continuous improvement.



HIGHLIGHTS

e 13.7% return on investments.

e Investment income up 46.7% to $3.1m.

e Levyincome down 6.2% to $2.3m.

e Accrued liability of $26.49m (1988/99 - $24.6m).

o Total assets of $26.52m.

o 3.4% increase in registration levels.

e 856 claims paid at a total cost to the Fund of $3.1m.

o Staffing level reduced by 12.5%.

e Ratio of staff to clients increased by 18.9%.

e Launch of Board web site www.cbserv.com.au.

e 198 new employers and 2310 new employees registered.



The Construction Industry Long Service Leave Board was first established in
1977 with the objective of providing a long service leave scheme for construction
industry workers based on service accrued within the industry rather than with

the one employer.

Since the inception of the scheme, 61,600 workers have been registered. In that
time the Board has paid out $46.6 million in claims to 12,700 workers. 59.3% of
the Board’s database have sufficient service to qualify for long service leave
accrued with more than one employer. In the absence of the portable scheme,
many of these workers would have been denied the opportunity to take long

service leave.

The Board, through the Minister for Workplace Relations, is a signatory to a
National Reciprocal Agreement, which extends the scheme’s portability

nationally.

The Board has traded as Construction Benefit Services since the 1°' May 1997.
This trading name was adopted to reflect a more commercially based approach to

operations and the future strategic direction.

The Board employs a small unit of experienced and professional staff
contributing to the present and future success of the Board. More than 90% of

clients rate the Board’s performance highly. This is testimony to our success.



PRESIDING OFFICER’S REPORT

In accordance with Section 42 of the Construction Industry Long Service Leave Act, |
have pleasure in presenting the Construction Industry Long Service Leave Board’s
Annual Report for the year ended 30" June 2000. The Report represents a
comprehensive overview of operations and progress towards achieving the Board’s
vision and mission.

1999/2000 was a year of enforced consolidation for the Board. Lack of progress in
negotiations with Government to amend the Act, prevented the Board from both
administering the scheme in the best interests of the construction industry and
preserving the sufficiency of the Construction Industry Fund.

Contrary to economic forecasts of a downturn in construction activity during 1999/2000,
total registrations increased by 2.5%. This is a positive result, particularly when the
impact of the completion of the Roxby Downs Olympic Dam project is taken into
account. This trend is however unlikely to be maintained due to rising interest rates and
their consequential impact on affordability and business investment and the wind back
of the pre-GST boom.

The appointment of a new Board in September 1999 became a catalyst for undertaking
a strategic review of operations. This incorporated an examination of critical business
and industry issues that impact on the Board and the identification of barriers that
limited the Board from achieving its full potential. The Board has since initiated further
reviews of the Construction Industry Long Service Leave Act and met with the Minister
for Workplace Relations to discuss the future status of the Board.

The tenuous nature of the Construction Industry Fund’s sufficiency was highlighted
during the year when the scheme operated with an unfunded liability. This resulted
from the impact of poor investment returns for the period July to October 1999 and
enterprise bargaining agreements continuing to drive up average earnings and inturn
the scheme’s accrued liability. Following an actuarial review of the Fund as at 30" June
1999, the Board recommended to Government the levy rate be increased.

| would like to thank my colleagues on the Board for their diligence and focus during a
challenging and difficult year. | also wish to thank management and staff for their efforts
and contribution.

The Board remains resolute and committed to the future of the scheme. The Board is of
the view the recently commenced 24™ year of the portable long service leave scheme
will be the beginning of a new direction resulting in expanded client base and business
opportunities within the construction industry.

Irrespective of the Board’s monopolist status as a statutory authority administering a
mandatory scheme, it remains mindful of its responsibilities to key stakeholders within
the industry. It is the duty of the Board to administer the scheme for defined workers at
a minimal cost to employers. Operational, investment, information technology
strategies and continuous improvement programs contribute to this objective. We enter
the new millennium with a fresh sense of purpose and exciting set of challenges. The
Board looks forward to 2000/2001 with a sense of expectation.

David NcNeil
Presiding Officer



CHIEF EXECUTIVE OFFICER OVERVIEW

| am pleased to report on another successful year of operations for the Construction
Industry Long Service Leave Board. Apart from legislative reforms and associated
implementation and marketing strategies, all key objectives were achieved.

As the body of this Report documents the outcomes of the Board’s operations in some
detail, this Overview will only focus on a few major issues.

1999/2000 was characterised by the increasing demands to contain scheme
administrative costs. Despite the increase in the number of clients, we were able to
reduce the number of staff and also reduce the unit cost per client. This was critical to
the ongoing sufficiency of the Construction Industry Fund.

During the year the Board paid out $3.1 million in worker claims. Levy income for the
corresponding period was $2.3 million. This shortfall serves to highlight the importance
of investment policy and returns. The investment return for the year was 13.7%.

The actuarial review of the Fund at 30" June 1999 identified a reserve (excess of
assets over liabilities) of 1%. The actuary recommended the levy rate be increased to
either 1.5% or 1.6% dependent on the Government’s decision regarding the removal of
the zero levy rate for apprentices. The actuarial report was submitted to Government in
November 1999. The Minister for Workplace Relations has recently advised he will
support the increase subject to industry consultation. Further to the 1999 review, the
actuary has now reported on the Fund as at 30" June 2000. The total accrued liability
is $26.49m which when applied against the state of the Fund ($26.52m), results in a
small surplus balance of $19,500 (reserve — 0.07%).

On a national front, industrial relations remains a concern in that the outcome of the
Federal Government's package of reforms is unknown. Although the concept of
industry funds preserving a worker’'s entitlement is now recognised, the Government’s
National Employee Entitlement Support Scheme has the potential to undermine the
scheme. Conversely, subject to the freeing up of current restrictive legislation, the
Scheme represents a potential expanded business opportunity to the Board.

In December 1999, the Board launched its own web site as part of an e-commerce
business strategy. This has enabled clients to access scheme information through the
internet. This initiative is a forerunner to expanded on-line development that will extend
our range of services to clients.

In March 2000, the Board conducted a strategic directions workshop. The key result
areas included freedom from Government processes and bureaucracy, a restructuring
of the Fund, application of e-commerce business strategies, investment strategy and
returns, scheme nationalisation and strategic alliances. Follow up work has
commenced on these outcomes and is reported on in more detail in the later sections of
this Report.

Going forward, management will not change the strategies that have served the Board
well and will continue to maintain an emphasis on productivity and efficiency. The year
ahead will provide additional challenges through the anticipated implementation of an
increased levy rate and legislative amendments. The major focus will be to contain
costs, increase the client base and further strengthen our customer service
commitment.

| would like to express my appreciation to staff for their dedication and contribution
towards making the Construction Industry Long Service Leave Board a recognised
leading worker benefit scheme administrator.

lan Hopkins
Chief Executive Officer



FINANCIAL PERFORMANCE

Investment

The Board’s investment objective is to achieve a real rate of return relative to the CPI of
at least 4% in the medium to longer term with a probability of a negative nominal return
of no more than once every five years.

The overall return on the Board’s investment portfolio for the year was 13.7% (1998/99
— 8.2%). This compares favourably with that achieved by pooled superannuation fund
managers where the upper quartile of managers achieved returns of 14%.

Return on Investments
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An integral feature of the Board’s investment strategy is the adoption of a growth-
oriented focus with the investment portfolio framed on the ratio of 70% growth assets to
30% income assets. The asset allocation at the end of the financial year was:

Sector Strategic Exposed Position
Benchmark %
%
Cash 5 10.5
Fixed Interest 15 17.0
Indexed Bonds 10 9.0
Aust. Equities 40 32.5
Int. Equities 20 20.2
Direct Property 10 10.8

The above asset mix was determined having regard to the risk/return characteristics of
the Construction Industry Fund.



Investments by Asset Allocation
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Details of the specialist fund managers appointed by the Board and their performance in

1999/2000 is set out hereunder.

International Equities MLC Investments

Australian Equities Credit Suisse
Macq. Day Cutten

Fixed Interest UBS Brinson

Inflation Linked UBS Brinson

Cash UBS Brinson
Adelaide Bank
Adelaide Bank

Int Equities

17%

Aust Equities
38%

Int Equities

20%

Aust Equities
32%

Portfolio Return
Valuation %

$5,241,497 25.6
$4,047,285 17.7
$4,383,919 6.2
$4,398,329)

$2,344,646) 7.4
$ 594,933)

$1,000,000 6.5
$1,000,000 7.0

The monitoring of fund manager performance remained in-house with the Board
receiving monthly valuations, quarterly reports and meeting with respective fund
managers on a biannual basis. The Board proposes in 2000/2001 to assess the
feasibility of contracting an investment consultant to report on the performance of fund
managers and asset allocation targets.
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The Board recognises the level of return achieved in 1999/2000 is unlikely to be
sustainable in the short term. More modest returns are expected in 2000/2001 due to
the slowing of the economy, the present cash tightening cycle and the resultant impact
on fixed interest investments and company valuation levels.

The Board supports the concept of strategic alliances in order to improve rates of return,
investment diversity, sharing of costs etc. This may best be achieved by placing the
Board’s investment portfolio under the management of another agency with similar
risk/return characteristics. The National Forum of Scheme Administrators has
commenced an analysis of pooling investments.

Financial Operations

Total income to the Board in 1999/2000 was $5.4m (1998/99 — $4.6m). This was made
up of $2.3m from levies and $3.1 from investments (including rent).

Average contributions per billing cycle were $381,600 (1998/99 - $404,250). This
decrease is directly attributable to the completion of the Roxby Downs Olympic Dam
project. Total claims paid in 1999/2000 was $3.1m. Comparison of this data on both a
bi-monthly and annual basis with income, highlights the tenuous position of the Fund.

% Sources of Revenue

Other
2%

Levies
Investment 47%

51%

1998/1999

Other
0%

Levies

43%
Investment

57%

1999/2000

The state of the Construction Industry Fund at 30" June 2000 was $26.52m (1998/99 —
$25.1m). This represents a surplus balance at 30" June 2000 of $19,500 and a reserve
of 0.07%. The future direction of the Fund will be dependent on the volatility of the
investment markets and Government action to increase the levy rate. (In November
1999, following consideration of a report on the actuarial review of the Fund at 30" June
1999, the Board recommended to Government the levy rate be increased to either 1.5%
or1.6%. The recommendation was framed having regard to the reducing Fund reserve,
new EBA negotiations within the industry, future investment returns and the inevitable
unfunded scheme liability.) It is understood the Minister supports the increase in the
levy rate subject to the Board consulting the industry on the matter.

11



Fund Reserve

1995/96 1996/97 1997/98 1998/99 1999/00

Asset base $24.1m $25.1m $24.4m $25.1m $26.52m

Accrued liability $19.63m $21.11m $22.5m $24.6m 26.50m

Fund Reserve $ $4.47m $3.99m $2.15m $0.5m 0.019m
Fund Reserve % 23 19 10 1 0.07

The Board shares the actuary’s view the real cost of the portable long service leave
scheme in South Australia has been hidden due to the existence of a surplus of assets
which enabled employers to contribute at a reduced rate.

The Board’s audit services are provided by Pannell Kerr Forster. A Balance Sheet,
Income and Expenditure Statement and Statement of Cash Flows have been prepared
and are attached to the Report

Property Management

The Board’s investment in direct property (target asset allocation of 10%) is confined to
two adjoining properties on Greenhill Road. The combined value of the properties is
$2.81m and generated a return of 8.9% in 1999/2000. Management of the properties is
undertaken in-house.

Over the last two years, leasing activity in South Australia has impacted on vacant office
space but demand has been below average. Office demand did however improve
further in 1999/2000 with the Board experiencing no difficulty in letting available office
space. While rents have bottomed, only average rental growth is expected over the
next two years. In the context of construction activity, it is disappointing to report
forecast rents are insufficient to make new buildings viable.
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OPERATIONS

Legislation

As indicated earlier in this Report, all key objectives were achieved excluding the
implementation and marketing of the proposed amendments to the Act. These became
the subject of negotiation between the Board and Government. The amendments
sought to make the Act more relevant to the industry today and to protect the sufficiency
of the Fund. The critical issue for Government was the Board proposal to reintroduce
the levy for apprentices.

At the 30™ June 2000 agreement had been reached to proceed with the introduction of
a Bill into Parliament later this year to amend the Act. A separate submission has been
forwarded to Government recommending the increase in the levy rate, operative from
the 1st November 2000.

The Board has continued its proactive approach to the administration of the scheme.
Further reviews of the Act have been commenced (predominance rule, scheme
coverage, industry definitions).

The appointment of a new Board in September was viewed as an opportune time to
conduct a strategic review of operations and future direction. With regard to legislation,
the Board determined to consider privatisation as a means of improving service
delivery, reducing costs and providing greater flexibility and responsiveness. The
Tasmanian and Victorian schemes have since been reviewed and a position paper is
currently before the Board. In light of the escalating rates of remuneration within the
construction industry, Board management has commenced a review of existing levy
collection and payment provisions and formulae.

While it is pleasing to report on a reduction in costs per registered member, the Board
recognises further operational saving opportunities will be limited. Therefore, there is a
need to focus on business growth. At this time the Act remains too restrictive,
precluding the Board from pursuing additional business within the industry. Increased
business growth will enable the Board to reverse the trend of increasing levy rates to
support the scheme.

The National Reciprocal Agreement was extended during the year to include service
accrued under the Tasmanian scheme. The National Forum has however identified
various interpretations of what States are required to pay under the Agreement. This
has resulted from relevant governing legislation. The Forum is seeking legal advice on
the Agreement. Other issues considered by the National Forum during the year
included the implementation of the Goods and Services Tax, scheme coverage, activity
based costing, e-commerce initiatives, managed investments legislation.etc.

In February, the Federal Government announced the establishment of the National
Employee Entitlement Support Scheme. The Scheme provides benefits cover for those
employees dismissed through employer insolvency. This initiative recognises the value
and purpose of portable benefit schemes. Due to the flexibility of their rules, the
Victorian Board has sought to tender for the future administration of the scheme.

The Construction Industry Long Service Leave Act will remain central to the Board’s
operations in 2000/2001. It is however likely to be in a revised form in view of the
reviews currently being undertaken, potential moves to facilitate business opportunities,
flexibility in levy rate determination and privatisation.
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Computing Services

The importance of technology in the provision of information services across all sectors
of the Board’s operations is recognised. It will continue to be a critical success factor in
the Board achieving its business objectives. Information technology/application of e-
commerce represents a significant future challenge and opportunity to improve and
extend services, expand business opportunities and achieve savings.

Since August 1999, the Tasmanian Board (TasBuild) has provided remote IT support to
the Board. This cost effective sharing of resources has been facilitated by the joint
adoption of the in-house proprietary software NewTech and serves to justify the work
now being undertaken on a broader front by the National Forum to develop a common
front end on the internet. This will enable the accessing of information from state
databases via the net. The Board launched its web site in December 1999 primarily to
disseminate information on the scheme. The web site incorporates links to other Board
sites. In 2000/2001, this will be extended to enable workers to query service credits and
for employers to lodge returns.

This interactive client capacity is an integral feature of an IT Strategic Plan approved by
the Board in February 2000. The Plan was framed around four strategies.

e To maintain a hardware and software acquisition policy both consistent with
industry standards and sufficient to support the existing applications;

e To amend the existing systems or implement new systems to improve access to
scheme data;

e To investigate, test and implement new technologies to improve the operation
and management of the scheme; and

e To maintain, amend and enhance the existing system database as required.
Compliance

In March, following a review of the Industry Liaison Officers’ role, the Board approved of
transferring responsibility for scheme compliance to the Field Services Unit. This was
viewed as a more effective use of resources and provided a more visible point of
contact, mediation and collection.

It is disappointing to report that on average up to 50% of employers breach legislative
requirements to lodge returns by the due date. These employers appear oblivious to
the costs incurred by the Board in following up outstanding returns and levies, a cost
which is passed on back to the industry through increases in the levy rate.

In 1999/2000, penalty fines and penalty interest totalled $27,000 and $47,500
respectively. A total of 815 fines were imposed on 460 employers during the year. This
represents an small decrease on the previous year. Clearly evidence exists that the
$75 late payment fine is not seen as a deterrent.

Regrettably the Board has had no option but to progress several matters to litigation. In
all cases the Civil Court supported the Board directing employers either pay the
outstanding debt or enter into an arrangement. Costs were awarded to the Board.

Management is currently working with Industry Liaison staff to identify a new approach
to compliance incorporating the use of debt collection agencies, innovative measures
within the parameters of the Act and greater use of the computer system to profile
offending employers. It is anticipated these measures will be implemented early in
2000/2001.

14



FIELD SERVICES
Marketing

The marketing of the scheme is now a prime responsibility of field staff. Ongoing
marketing initiatives carried out under the former “what’s in it for me” theme have been
progressively wound back in light of their cost effectiveness. The industry survey
conducted in 1998, highlighted an industry requirement for the Board to reduce site
activity and to adopt more effective advertising strategies. These have been pursued as
part of a revised basic marketing approach.

Field staff are now multi skilled and since March 2000 have been based in the office.
The Board’s focus is now to identify, contact and register. This is pursued through
utilisation of databases, mail out campaigns and individual trade audits and promotion.

In 1999/2000, the Board gave 18 presentations at TAFE Colleges to approximately 250
apprentices. This was supplemented by site presentations which may/may not be done
in conjunction with representation from C+BUS and BIRST. The Board has also worked
with the CEPU in organising an information seminar to apprentice plumbing students.

An 11.8% increase in levies identified and 43% increase in new registrations in
1999/2000 are testimony that the new approach is working effectively.

Levies Identified by Inspectors
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The preparation of promotional material was deferred in view of the delay in amending
the Act. This will be undertaken in 2000/2001 through the issue of brochures and the
Board’s website. Specific marketing strategies have been developed to explain the levy
rate increase to the industry.

The Board will continue to promote the scheme, its role, functions and programs and
seek to raise industry awareness. In-house market research will be utilised to ensure
we are responsive to clients’ needs and expectations. That is the Board’s overriding
marketing objective.

15



Registrations

At the 30™ June 2000 there were 1797 employers (1998/1999 — 1688) and 9440
workers (1998/99 — 9273) registered. A total 253 contractors contribute to the scheme
on a regular basis.

Registrations
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In an effort to more accurately determine the size of the construction industry and
optimum registration levels, the Board worked with the ABS in breaking down
statistically construction industry employers and workers in South Australia. The results
highlighted significant discrepancies between Board and ABS data. This will be the
subject of further investigation in 2000/2001.

A major registration issue confronting the Board in 1999/2000 was the emerging
practice whereby the registration of non-defined workers was sought through Certified
Agreements and Australian Workplace Agreements under the Workplace Relations Act.
Legal advice obtained by the Board was to the effect registration should only proceed if
the Act’s eligibility criteria were met.

Payments

The Board paid out a total of 856 claims in 1999/2000 at a cost of $3.1 million (1998/99
— 871 claims, $3.2m.) Enterprise bargaining agreements again impacted on the
average weekly earnings and rate of remuneration used in the calculation of payments.
It is the view of the Board’s actuary the high level of wage increases in the industry is a
strain upon the finances of the scheme. This may in time require modifications to
benefits.

A total of 69 payments were made under the National Reciprocal Agreement involving
either payment to interstate Boards for service accrued in South Australia or seeking
reimbursement for interstate service recognised and paid to a worker on another
scheme’s behalf.

The incidence of excessive remuneration continues to be closely monitored. Criteria
were developed during the year to address circumstances where a worker's
remuneration increases significantly prior to application for
payment.
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Average Weekly Earnings
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Human Resources
Staffing

The Board’s staffing level at 30" June 2000 was 8FTE, a further reduction of 12.5% on
the previous year. The contracting out of the payment of worker claims and accounting
functions (and systems support to TasBuild as discussed earlier in this Report) to staff
of the Building Industry Redundancy Scheme continued in 1999/2000. This
arrangement is cost neutral to the Board as it reciprocates through the provision of rent
free office space, reception and system development services.

The ratio of staff to clients is 1:2715. This performance indicator has improved 9% on
1998/1999 but still falls short of the scheme benchmark. To this end the Board will
undertake a cost benefit analysis of operations in 2000/2001.

The organisation structure at 30™ June 2000 is set out hereunder.

MINISTER
BOARD
CHIEF
EXECUTIVE
OFFICER
MANAGER
OPERATIONS
FINANCE SENIOR
Outsourced to INDUSTRY
BIRST LIAISON OFFICER |
| SYSTEM SUPPORT
Outsourced to
TasBuild
INDUSTRY INDUSTRY
LIAISON LIAISON
OFFICER OFFICER
PAYMENTS
Outsourced to ACCOUNTS G =l=Lhy RECEPTION
BIRST LIAISON

The Board continues to place a high emphasis on training and development. In the
main, the Board is now supported by staff experienced in their roles and responsibilities.
In the absence of clearly defined career paths within the organisation, it is necessary to
focus on personal development with the aim of improving productivity.

Occupational Health and Safety

The Board is committed to the provision of a healthy and safe working environment for
its staff and clients.

OHS instructions, procedures and policies have been developed for application within
the Board’s work environment (office and on-site).

No days were lost due to work related accidents in 1999/2000.
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CORPORATE GOVERNANCE

The Construction Industry Long Service Leave Board is a statutory body established
under the provisions of the Construction Industry Long Service Leave Act.

The Board consists of seven members. Three members are appointed to represent
employers. They are nominated by Business SA, Engineering Employers Association,
Labour Hire Association, and the Master Builders Association. To represent
employees, three members are selected from nominations by the United Trades and
Labor Council. The Presiding Officer is appointed by the Minister.

The Board is responsible for the administration of the portable long service leave
scheme established under the Construction Industry Long Service Leave Act, 1987.
The Board is entirely self funded. It is subject to the direction of the Minister for
Workplace Relations.

The Board in conjunction with senior management, is responsible to clients within the
industry for overall business performance. It approves corporate goals and objectives,
strategic plans and performance targets. The Board ensures appropriate policies,
procedures and systems are in place to manage risk, optimise business performance
and maintain high standards of ethical behaviour and statutory compliance.

Following consultation with the industry, a new Board was appointed on the 16"
September 1999. The members of the Board are as follows:

Mr David McNeil Presiding Officer

Ms Sandra Renneisen Master Builders Association

Ms Gail Baranovskis Labour Hire Association

Mr David Steel Business SA

Mr Ben Carslake United Trades and Labor Council
Mr John Gresty United Trades and Labor Council
Mr David Smith United Trades and Labor Council
The Deputy Board members are:

Robert Geraghty

Peter Kennedy

Martin O’Malley

Trevor Trewartha

In November 1999, Sandra Renneisen resigned from the Board. The resultant vacancy
was filled by Mr Peter Kennedy with Mr Jim Whiting appointed as deputy.

Board Committees

The Board has implemented changes in the way it carries out its role. The Board
considers it necessary, at this point in time, for matters on which it was previously
assisted by subcommittees (audit and investment) to now be addressed by the full
Board. The Audit and Investment Committees were therefore not retained during the
year.
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Remuneration of Board Members

Board members receive fees as determined by the Government. The level of fees are
categorised having regard to such matters as the degree of policy and operational
advice provided to Government and the private sector, the size of the operation under
management, annual budget, etc.

Attendance of Board Meetings

Since the appointment of the new Board in September 1999, the Board has met on nine
occasions. Other meetings may be held to consider specific matters that require
attention between scheduled meetings. The regular business considered by the Board
includes the following areas:

e Chief Executive Officer’s report
e Finance and investment
e Scheme administration (policy and general)

e Management and operational issues

Board Member Eligible to Attend Attended
D McNeill 9 6
P Kennedy 7 4
D Steel 9 7
G Baranovskis 9 9
B Carslake 9 8
J Gresty 9 6
D Smith 9 7
S Renneisen 2 1

Deputy Member
No deputy members attended a Board meeting.
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FINANCIAL STATEMENTS



CONSTRUCTION INDUSTRY LONG SERVICE LEAVE BOARD
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED
30 June 2000

STATEMENT OF ACCOUNTING POLICIES

GENERAL

The Construction Industry Long Service Leave Board is responsible for administering the
Construction Industry Fund which controls levies collected and long service leave payments
(worker payments) for employees in the construction industry.

The financial statements are a general purpose financial report that have been prepared in
accordance with applicable accounting standards and other mandatory professional reporting
requirements and Treasurer's instructions promulgated under the provisions of the Public Finance
and Audit Act, 1987. The financial statements have also been prepared on the basis of historical
costs and do not take into account changing money values or, except for certain investments,
current valuations of non-current assets. The accounting policies have been consistently applied.

The following is a summary of the material accounting policies adopted in the preparation of the
financial statements.

LEVIES
The levy rate prescribed in accordance with regulations under the Act for the Construction Industry
Fund is 1% of gross payroll.

Levies outstanding at year end are brought to account and included in receivables as accrued
levies. Levies are recognised as income for worker service prior to the end of the financial year.
The amounts are due for settlement within 21 days of the end of the financial year.

TRADE AND OTHER CREDITORS

These amounts represent liabilities for goods and services provided to the Board prior to the end of
the financial year and which are unpaid. The amounts are unsecured and are usually paid within 30
days of recognition.

SUPERANNUATION COSTS
The Board paid $30,000 (1998/99 $30,000) to a private fund manager for superannuation in
respect of employees contracted by the Board.

INVESTMENTS
Bank bills and term deposits are valued at the cost price of acquisition.

CPI index linked bonds, bonds, equities, property trusts, managed funds and properties are
revalued to reflect their current market value. Changes in value are included in investment income.

Investment income is brought to account in the period it is earned.

PLANT & EQUIPMENT
Plant and equipment are brought to account at historic cost.

All plant and equipment is depreciated over their expected useful lives of between 3 and 10 years
commencing from the time the asset is first held ready for use. Depreciation rates are between
13.5% and 40%. Systems development expenditure was amortised over a two year period,
commencing 1 July 1996, over which time-frame the benefits were expected to accrue.



CONSTRUCTION INDUSTRY LONG SERVICE LEAVE BOARD
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED
30 June 2000

STATEMENT OF ACCOUNTING POLICIES (Cont'd)

PROVISIONS FOR EMPLOYEES ENTITLEMENTS

Provision has been made in the financial statements for the Board's liability for employee
entitlements arising from services rendered by employees to balance date. Related on-costs
consequential to the employment of employees has been included in the determination of the
liability.

Annual Leave
Provision has been made for the unused component of annual leave at balance date. The provision
has been calculated at nominal amounts based on current salary rates.

Sick Leave
No provision has been made in respect of sick leave. As sick leave taken by employees is
considered to be taken from the current year's accrual, no liability is recognised.

Long Service Leave

Provision has been made for employee entitlements to long service at current pay rates having
regard to employees' period of service.

Employees' long service leave entitlements are provided for from commencement of employment.

PROVISION FOR WORKER PAYMENTS

Provision is made for amounts due to construction industry employees under the current legislation
based on an annual independent actuarial assessment of worker payment liabilities. The actuarial
assessment is based on information provided to the actuary after the majority of employer returns
for May and June have been processed. Any payments made after the end of the financial year, but
before this information is finalised, are recognised as creditors in the Balance Sheet.

2000 1999
$000's $000's

CASH

For the purpose of the Statement of Cash Flows, cash includes the balance of the Construction
Industry Fund with Treasury, banks and cash investment funds. Cash at the end of the reporting
period as shown in the Statement of Cash Flows is reconciled to the related items in the Balance
Sheet as follows :

Funds with Treasury - 3
Commonwealth Bank 126 719
UBS Brinson Cash Fund 595 1,003

TOTAL CASH 721 1,725



CONSTRUCTION INDUSTRY LONG SERVICE LEAVE BOARD
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED
30 June 2000
2000 1999
$000's $000's
RECEIVABLES
Debtors 78 78
Provision for Doubtful Debts (53) 41)
25 37
Accrued Levies 336 370
Accrued Interest 21 -
Sundry Debtors & Prepayments 1) -
TOTAL RECEIVABLES 381 407
INVESTMENTS
Bank Bills 2,000 -
Managed Funds 20,415 19,901
Properties 2,842 2,825
TOTAL INVESTMENTS 25,257 22,726
PLANT & EQUIPMENT
Office Equipment at Cost 155 152
less Accumulated Depreciation (111) (101)
44 51
Office Furniture & Fittings at Cost 23 23
less Accumulated Depreciation (16) (15)
7 8
Motor Vehicles at Cost 143 140
less Accumulated Depreciation (35) (42)
108 98
Total Plant & Equipment at Cost 321 315
less Accumulated Depreciation and Amortisation (162) (158)
TOTAL PLANT & EQUIPMENT 159 157
CREDITORS
Worker Payments 850 643
Registered Contractor Contribution Fund 601 430
Trade Creditors 55 55
Sundry Creditors 12 10

TOTAL CREDITORS 1,518 1,138
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CONSTRUCTION INDUSTRY LONG SERVICE LEAVE BOARD

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED
30 June 2000
2000 1999
$000's $000's
PROVISIONS
CURRENT PROVISIONS
Provision For Annual Leave 14 13
Provision for Long Service Leave 6 6
Provision for Worker Payments 3,000 3,000
TOTAL CURRENT PROVISIONS 3,020 3,019
NON-CURRENT PROVISIONS
Provision for Long Service Leave 66 60
Provision for Worker Payments 21,895 20,525
TOTAL NON-CURRENT PROVISIONS 21,961 20,585
WORKER PAYMENTS
Actuarial Assessment of 30 June Liability 24,895 23,525
Creditors as at 30 June 850 643
Worker Payments during the Year 3,043 3,132
Actuarial Assessment in Previous Year (23,525) (21,378)
Creditors in Previous Year (643) (580)
WORKER PAYMENTS 4,620 5,342
AUDITOR'S REMUNERATION
Amounts received, or due and receivable by the auditors
Auditing the Accounts 10 10
Other Services 2 -
12 10
CONSULTANCY FEES
The following consultants received income from the Board in the following ranges :
$0 to $9.999
5 individual consultants (5 in 1998/99) 23 21
$10,000 to $49,999
Michael ] White Management - 48
- 48
69

Aggregate amount paid to consultants 23
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CONSTRUCTION INDUSTRY LONG SERVICE LEAVE BOARD
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED
30 June 2000

2000 1999
$000's $000's

BOARD MEMBERS REMUNERATION

Total income received, or due and receivable by Board Members was $15,000 (1999 $14,000)
The number of Board Members whose income from the entity falls within the following band is :

No. Of No. Of
Members Members
Band
$0 to $9,999 9 7

The names of Board Members who have held office during the financial year are :

David McNeil
Peter Kennedy
Bentley Carslake
John Gresty
Kevin Kelly
David Smith
David Steel
Sandra Renneison
Gail Baranovskis

RECONCILIATION OF NET CASH USED IN OPERATING ACTIVITIES
TO OPERATING SURPLUS (DEFICIT)

Operating Surplus (Deficit) (254) (1,699)

Non Cash Flow Items in Operating Surplus (Deficit):

Depreciation 59 52
Loss (Profit) on Sale of Fixed Assets 1 )
Charges to Provisions 1,389 2,078
Registered Contractors Interest 21 15
Investment (Gain) Loss (2,515) (1,586)

Changes in Assets and Liabilities

Increase (Decrease) in Worker Payments Creditors 207 63

Increase (Decrease) in Trade & Sundry Creditors 2 (22)
(Increase) Decrease in Debtors - 57

(Increase) Decrease in Accrued Levies 34 7

(Increase) Decrease in Accrued Interest 21) 26

(Increase) Decrease in Sundry Debtors & Prepayments 1 -

Net Cash (Used In) Provided By Operating Activities (1,076) (1,018)
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

13 FINANCIAL INSTRUMENTS : INTEREST RATE RISK AND
CREDIT RISK EXPOSURES

The Board manages its exposure to interest rate fluctuations through a formal set of policies
and procedures approved by the Board.

The Board does not engage in any significant transactions that are speculative in nature.
(a) Interest Rate Risk Exposure

The Board has two exposures to interest rate risks on financial assets. The Board has cash at
bank as at 30 June 2000 of $721,088 (1999 $1,725,205), which bears variable interest rates. The
effective weighted average interest rate as at 30 June 2000 was 5.35% (1999 4.95%). The Board
also has negotiable certificates of deposits as at 30 June 2000 of $2,000,000 (1999 Nil), included
in the Board's investments, which bear fixed interest rates maturing in one year or less. The
effective weighted average interest rate as at 30 June 2000 was 6.75%.

The Board's only exposure to interest rate risk on financial liabilities is in relation to the Registered
Contractor Contribution Fund as at 30 June 2000 of $600,679 (1999 $429,482), which bears variable
interest rates. The effective weighted average interest rate as at 30 June 2000 was 6.23% (1999 4.93%)).

(b) Credit Risk Exposures

The maximum credit risk exposure of financial assets of the Board is represented by the carrying
amount of assets recognised in the balance sheet, net of any provisions for losses.

Debtors and accrued levies are due from employers in the construction industry segment.

Apart from the foregoing the Board had no significant concentrations of credit risk with any
single counterparty or group of counterparties.






STATEMENT BY THE BOARD

In the opinion of the Board

1

(@)

(b)

(©

The accompanying Income and Expenditure Statement gives a true and
fair view of the surplus of the Construction Industry Long Service
Leave Board for the year ended 30™ June 2000;

The accompanying Balance Sheet gives a true and fair view of the state
of affairs of the Construction Industry Long Service Leave Board as at
30" June 2000;

The accompanying Statement of Cash Flows gives a true and fair view

of cash flows of the Construction Industry Long Service Leave Board
far the vear ended 30M Tune 2000 and



