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The Honourable John C Kobelkeo MLA
Minister for Consumer and Employment Protection;

Minister

In accordance with Section 66 of the Financial Administration and Audit Act 1985,
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 2005.

The Annual Report has been prepared in accordance with the provisions of the
Financial Ad istration and Audit Act 1985.

Chairfiian
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CONSTRUCTION INDUSTRY LONG SERVICE LEAVE PAYMENTS BOARD

CORPORATE MISSION

The primary mission of the Board is to manage in an efficient and effective manner
the portable long service leave Scheme for construction industry employees
established by the Construction Industry Portable Paid Long Service Leave Act,
1985.

OBJECTIVES

The specific objectives of the Board are:

1. To fully implement the Scheme within the Western Australian construction
industry:-

- by ensuring all eligible construction industry employers are
registered and that contributions are being paid for eligible
employees and

- by registering all eligible construction industry employees.

2. To minimise the contribution rate payable:-

- by maximising the rate of return on investment funds and

- by minimising the administrative cost of the Scheme.
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REVIEW OF OPERATIONS

INTRODUCTION

This year the Board was unable to continue discounting the Scheme contribution rate. By
way of background the Board’s actuaries have estimated that the long term rate of
contribution to cover the liabilities of the Scheme is approximately 1% of the ordinary rate of
pay. Due to the excellent rate of investment returns in past years the Board had accumulated
a surplus which was passed back to Employers by way of a discount to that long term
contribution rate.

Due to this discounting and relatively high increases in wage levels the Board’s surplus was
wound down to an extent where the discounting of the contribution rate could no longer be
sustained. Accordingly in line with a recommendation from the Board’s Actuaries the
contribution rate was moved back to the long term contribution rate of 1% with effect from 1
January 2005.

The contribution rate has varied over the years as follows:

In order to minimise the contribution rate the Board aims to maximise the rate of return on
its investments over the long term, which matches the long term nature of the Board’s
liabilities, and this past financial year has been another excellent year for the Board and for
the investment community generally in respect of investment returns with the Board
achieving a rate of return of 13.2%.

In the last 15 years the Board has averaged a return of 9.98% per annum which has added
approximately $87 million to the Board’s income compared to contributions from employers
of $37.6 million over the same period.

REVIEW OF SCHEME

The Board is of the view that the legislation governing the Scheme is outdated and in need of
revision. The Board has prioritised the changes it sees as necessary to update the Scheme to
facilitate government consideration of an amending Bill and has forwarded the proposed
changes to the Minister for consideration.  The Board understands that this matter is still
under review.

The lack of change to the legislation governing the Scheme is of concern to the Board
especially in regard to the rates of pay used when calculating employee entitlements and
some recent cases dealt with by the Board have also highlighted the lack of any discretion
available to the Board in dealing with issues that arise under the legislation.

SCHEME BENEFITS

While the legislative provisions governing the Scheme are in need of updating, the Scheme
continues to provide a significant benefit to Construction Industry employees and employers.

1987    3.0% 1991  1.6% 1994 0.5% 2003 0.5%
1988   2.0% 1992    1.0% 1998   0.25% 2005 1.0%
1990 1.7% 1993   0.75% 1999 0.1%
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For employees the main benefit is in the form of portability of service for long service leave
purposes. The Scheme allows registered employees to accrue service towards their long
service leave from service to the construction industry rather than to one employer.

Board statistics indicate that as at 30 June 2005 approximately 86% of all registered
employees have had more than one employer since they commenced in the Scheme.

All those employees have then already received a benefit from the Scheme in that their
change of employers has not resulted in any loss of accrued service towards their long
service leave entitlement. In addition employee accrued long service leave and any
entitlement to date is protected by the Scheme from any financial failure of firms in the
industry.

For employers the Scheme relieves them of the responsibility for long service leave
entitlements for on site construction industry employees and the Board currently covers $67
million of industry long service leave liabilities.

In the last five years 4,307 employees have been paid long service leave entitlements
totalling approximately $21.9 million.

ACTUARIAL REVIEW

The Board is required by section 19 of the legislative provisions governing the Scheme to
have the funds of the Board actuarially reviewed following the end of each financial year.
The actuary is required to carry out an investigation and to state whether any reduction or
increase is necessary in the rate of contribution.

The actuarial firm of Mellon Human Resources and Investor Solutions (Mellon) has reported
on the Board’s operations as at the end of the previous financial year 2003/2004. It found
that as at 30 June 2004 the Board's surplus had fallen and to maintain a surplus of assets over
liabilities, the Actuary recommended that the contribution rate be increased to 1.0%. This
was done with effect from 1 January 2005.

PROMOTION OF SCHEME

Since the Board commenced, over 123,600 employees have been registered in the Scheme
with 46,268 currently registered.  Also 12,583 firms have been registered at some time with
4,181 currently active.  Another 59,764 firms have been contacted about the Scheme.

This level of contact has been made possible by the Board’s marketing approach of using
direct mail to ensure employers and employees in the industry receive specific mailed advice
about the Scheme, its requirements and its benefits.

In addition to the ongoing direct mailing campaign, additional promotional advertising is
undertaken in industry association magazines to target possible employers and union
magazines to reach employees who may be eligible.
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COMPUTERISATION

The aim of the Board’s computerisation is to ensure that the Board’s clients, employers and
employees are provided with the highest standards of service when dealing with the Board.
The systems allow staff to ensure the majority of queries they receive from Board clients can
be answered immediately.

Internet access, 24 hours 7 days a week (24 x 7) for employers and employees has also been
established. Employers can submit and pay for required Quarterly returns on-line and
employees can query their service details and update their contact details on-line at their
convenience.

These initiatives have been undertaken both to maintain the low cost structure of the Board
by allowing the Board’s clients to deal with a range of issues over the Internet by themselves
without involving Board staff and to provide a 24 x 7 service to Board clients to supplement
the Board’s normal office hours.

REGISTRATIONS

As at 30 June 2005 the Board had 4,181 employers registered, up from 3,924 last year, and
46,268 employees registered in the Scheme, up from 41,611 at the end of the previous
financial year. The higher number of registered employees reflects the current buoyant state
of the construction industry with major projects coming on line.

FINANCIAL OPERATIONS

Total Contribution Income to the Board in 2004/2005 was approximately $6.68 million.
Average Contributions per quarterly  Employer Return period were approximately $1.67
million.

Administration expenses amounted to $1.72 million and payments of long service leave
benefits totalled $4.56 million. The Balance of Retained Earnings at 30 June 2005 was $22.5
million and the total cash and investments of the Board as at 30 June 2005 was $90.3
million.

The Board has incorporated an actuarial estimate of the liability of the Long Service Leave
Scheme in the Balance Sheet. The Board's actuaries have estimated the liability of the
Scheme at $67.3 million as at 30 June 2005.

INVESTMENTS

The Board is restricted to investments that meet the requirements of the WA Trustees Act.
Short-term funds are invested in the money market and in fixed interest deposits with the
Banks.

The Board’s long-term funds are managed on behalf of the Board by seven funds managers:-
Bernstein, Credit Suisse, Morgan Stanley, Maple Brown Abbott, Deutsche Asset
Management, Macquarie and UBS in a range of asset classes to provide a balanced
investment portfolio.
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This financial year the overall return on funds invested by the Board was a healthy 13.2%.
As a point of comparison, the average return achieved by pooled growth fund managers for
the year ended June 2005 was 13.1%.

Over the past 5 years the Board has averaged 4.7% return on its investments.  This compares
with the average investment returns of pooled growth fund managers whose average return
for the same period was 5.3%.

STAFFING

The Board's establishment is 10 full time equivalent staff. This number comprises 2
Executive Staff, 3 Inspectors and 5 full time equivalent Administrative staff. The Board is a
respondent to the Government Salaries Allowances and Conditions Award and all staff are
covered by the provisions of that Award.

INSPECTIONS

The Board carried out 827 record inspections of firms in the Construction Industry during
the financial year; 451 metropolitan and 376 country inspections covering the whole State.
11 notices requesting firms to supply information were issued under Section 45 of the Act.

LEGISLATIVE AMENDMENTS

The regulations were amended to increase the contribution rate to 1.0% of the ordinary rate
of pay with effect from 1 January 2005.

SUMMARY

The Board’s finances are in a healthy state, however, the excellent investment double digit
investment returns achieved in the last year are unlikely to be repeated next year and
anticipated returns in the near future are expected to be in the single digit range.  An
environment of single digit rates of investment return, together with annual increases in
wages of around 5% will have an effect on the Board’s finances but is not expected to
impact the current contribution rate of 1%.

Of continuing concern to the Board is the need for the Scheme’s enabling legislation to be
updated and the Board looks forward to the necessary changes being progressed.

Despite the need for the provisions of the legislation to be reviewed and updated the Scheme
is in a healthy funds position and continues to provide a significant benefit to employees in
the construction industry at a minimal cost to employers.
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Appendix A -

CONSTRUCTION INDUSTRY PORTABLE PAID LONG SERVICE LEAVE
SCHEME.

OVERVIEW OF SCHEME

CONCEPT:

The Construction Industry Portable Paid Long Service Leave Scheme embodies the
concept of providing long service leave based on service to an industry rather than
service to a single employer.

Employees in the construction industry become eligible after 15 years of service in
the industry rather than after 15 years of service to one employer.

The construction industry is characterised by the short-term nature of employment
contracts and the resultant high mobility of labour means that many employees in
the industry are unable to qualify for long service leave.

By providing for a Scheme based on service to the industry many employees who
were previously unable to qualify for long service leave will in the future be able to
qualify.

The Scheme thus provides a significant benefit in the form of portable long service
leave to a substantial section of the workforce.

LEGISLATION AND SCHEME COMMENCEMENT

The Construction Industry Long Service Leave Scheme was established by 'The
Construction Industry Portable Paid Long Service Leave Act, 1985' which was
assented to on 13 December 1985.

The Act and the Regulations prescribing the Awards to be included in the Scheme
(see Appendix C) were proclaimed on 19 December 1986.  The Scheme
commenced by Ministerial Order on the appointed day of 6 January 1987.

The Act comes under the Ministerial responsibility of the Minister for Consumer
and Employment Protection.

The benefits provided by the Act are similar to those applicable under the Long
Service Leave Act 1958-1973 and the General Order of the Industrial Relations
Commission applicable to employees covered by State awards.

The benefits of the Scheme are 13 weeks long service leave after 15 years of service
in the industry with pro rata benefits payable after 10 years of service.
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THE BOARD

The Act provides for the Scheme to be administered by a Board, a body corporate,
of seven members. The members of the Board are appointed by the Minister for
Consumer and Employment Protection.

Three members representing employers are selected by the Minister from
nominations by the Master Builders Association of WA and the Chamber of
Commerce and Industry of WA. To represent employees three members are selected
from nominations by Unions WA and the Building Trades Association of Unions of
WA.

The Chairman is a separate appointment by the Minister.

POWERS OF THE BOARD

The Board is a Statutory Authority established as a corporate body and is self
funded.  The Board has the power to engage staff and to do all such things as are
necessary or convenient in connection with the performance of its functions.

FUNCTIONS OF THE BOARD

The functions of the Board are -

(a) to maintain the register of employers and register of employees;

(b) to administer the Scheme of payment to employees during long
service leave established under the Act;

(c) to advise the Minister on the administration of the Act;

(d) to carry out such other functions as are conferred on the Board
under the Act.

FUNDS OF THE BOARD

The Board is funded by compulsory contributions from employers in the
Construction Industry. These contributions together with investments of the Board
meet the costs of the long service Scheme and the administrative expenses of
running the Scheme. The Board may invest monies as it sees fit in investments that
meet the requirements of the WA Trustees Act.
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OPERATION OF THE SCHEME

The legislation provides for a portable long service leave Scheme for employees in
the construction industry based on service to the industry rather than continuous
service to one employer. To be eligible for benefits under the Scheme employees
must be registered.

To meet the costs of the Scheme each employer pays a contribution to the Board
based on a percentage of their employees' "ordinary pay", except in the case of
apprentices for whom no contribution is payable. The contribution rate is currently
set at 1.0% of ordinary pay.  The rate of contribution is set by the Board based on
actuarial advice of the amount of funds needed to meet the liabilities of the Board
under the Scheme and all the costs associated with administering the Scheme.

The liabilities of the Board include assuming, without cost to employers, the
liability for less than ten years of registered employees' long service leave credits for
past continuous service with an employer prior to 6 January 1987, the
commencement date of the Scheme. In addition the Board accepts the liability for
service credits for apprentices without cost to employers.

The Scheme enables registered employees to carry their long service leave
entitlements from employer to employer as the responsibility for payment of the
long service leave rests with the Board and not individual employers. This is the
"portability" aspect of the Scheme.

The Board keeps a record in a centralised register of the number of days each
employee is engaged in the industry regardless of how many employers the
employee works for. An employee may be credited with a maximum of 220 days
per calendar year.

After 15 years of service in the industry (3300 days of service) a registered
employee is entitled to 13 weeks long service leave. The Board pays the employee
for the long service leave at the "ordinary rate of pay" as set out in the appropriate
award or registered enterprise bargaining agreement.
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BOARD MEETINGS ATTENDANCE

NUMBER OF MEETINGS
ELIGIBLE TO ATTEND

NUMBER ATTENDED

Mr T Lang (Chairman) 5 5

Mr J Ferguson 5 4

Mr L McLaughlan 5 4

Mr M McLean 5 5

Mr K Reynolds 5 2

Mr R Sputore 5 4

Mr G Thomson 5 5
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Appendix B -

ORGANISATIONAL STRUCTURE

BOARD

Chief Executive Officer

Finance & Administration Manager

Inspectors (3)

Senior Administrative     Computer Operator    Compliance Officer
Clerk

General Assistants (2)
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Appendix C -
PRESCRIBED AWARDS CLASSIFICATIONS OF WORK

1.  Awards made under the Workplace Relations Act
1996 of the Commonwealth Parliament.

  (1) Australian Workers' Union Asphalt and
Bitumen

      Industry (W.A.) Award 1988

(1a) Australian Workers' Union Construction and
Maintenance (Consolidated) Award 1987

 (1b)Australian Workers’ Union Construction and
Maintenance Award 1989

  (2) Australian Workers' Union Construction,
Maintenance and Services (WA Government)
Award, 1984

Limited to temporary employees
in receipt of an industry
allowance under the award.

(2a) Australian Workers' Union
Geomembrane and Geotextile
Installation Award 1989

(3) Bitumen Spraying Services Award 1985

(3a) Drilling and Exploration Industry (AWU)
Award 1998

(4) Mobile Crane Hiring Award 1990

(5) National Building and Construction Industry
Award 1990

 (6) Plumbing Industry (Qld and WA) Award
1979

 (7) Professional Divers' Award 1988

(8) Transport Workers Spraypave Pty Ltd Award
1990

  (9) Sprinkler Pipe Fitters' Award 1975

(10)Western Australian Civil Contracting Award
1998
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PRESCRIBED AWARDS CLASSIFICATIONS OF WORK

2.  Awards made under the Industrial Relations Act
1979 of the State Parliament.

(1) Airconditioning and Refrigeration Industry
(Construction and Servicing) Award

   (2) Building Trades Award 1968

  (3) Building Trades (Construction) Award 1987

(4) Building Trades (Fremantle Port Authority)
Award 1968

Limited to temporary employees

(5) Building Trades (Government) Award 1968 Limited to temporary
employees

(6) Building Trades (State Energy
Commission) Award

Limited to temporary
employees in receipt of
construction industry rates
of pay under the award

(7) Earth Moving and Construction Award

(8) Electrical Contracting Industry Award 1979

(8a) Electrical Trades (Security Alarms Industry)
Award 1980

(8b)Electronics Industry Award

(9) Engine Drivers' (Building and Steel
Construction) Award

(10) Engineering Trades (Government) Award
1967

Limited to temporary
employees in receipt of an
allowance for construction
work under the award

(11) Engineering Trades (State Energy
Commission)

            Consolidated Award 1978

Limited to temporary
employees

(12)Foremen (Building Trades) Award 1991

(13)Furniture Trades Industry Award Limited to cabinet making and
floor covering
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PRESCRIBED AWARDS CLASSIFICATIONS OF WORK

(13a) Gate Fence and Frames Manufacturing
Award

(14)Government Engineering and Building
Trades Foremen and Sub-foremen Award

Limited to temporary
employees in receipt of an
allowance for construction
work under the award

(15)Government Water Supply (Kalgoorlie
Pipeline) Award 1981

Limited to temporary
employees in receipt of an
allowance for construction
work under the award

(16)Government Water Supply, Sewerage and
Drainage Employees Award 1981

Limited to temporary
employees in receipt of an
allowance for construction
work under the award

(17)Government Water Supply, Sewerage and
Drainage Foremen's Award 1984

Limited to temporary
employees in receipt of an
allowance for construction
work under the award

(17aa) Industrial Spray painting and Sandblasting
Award 1991

(17a) Lift Industries (Electrical and Metal
Trades) Award 1973

17(b) Materials Testing Employees Award 1984

(18) Mechanical and Electrical Contractors
(North West Shelf Project Platform)
Award 1984

(19) Metal Trades (General) Award
1966

(19a) North Rankin Construction Award

(20) Pest Control Industry Award No 9 of 1982

(20aa)  Platform Modification and Hook-up 
Agreement

(20a) Radio and Television Employees Award

(21) Roof Tile Fixers Award (Now defunct)
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PRESCRIBED AWARDS CLASSIFICATIONS OF WORK

(22) Sheet Metal Workers Award

(23) Sheet Metal Workers (Government)
Award 1973

Limited to temporary
employees in receipt of an
allowance for construction
work under the award

(24) State Energy Commission Construction
Award

Limited to temporary
employees

(25) Thermal Insulation Contracting Industry
Award
























































