
Chairman’s Review
In this report last financial year, 
my predecessor, Michael 
Anderson, reported on a strong 
year both in the performance of 
the Fund and continued growth, 
performance and employment in 
the Victorian construction 

industry. That position continued until the end of 
January when negative markets in February hinted 
at what was to come as the COVID-19 Virus 
commenced its spread around the world.

CoINVEST was not immune from the devastation 
investment markets suffered in March but the work 
that had occurred over the previous three years in 
reducing and diversifying risk paid off with the Fund 
not suffering the extreme impact that other similar 
funds did.  

While there was a spike in long service leave claims 
in late March/early April, the measures taken by the 
Government and the Industry to keep construction 
going safely in Victoria meant that this spike was 
short-lived. The Federal Government’s JobKeeper 
program also had a positive impact in this area.  In 
April, May and June claims returned to normal levels 
as the idea of taking a holiday was the furthest thing 
from anyone’s mind.

The Fund’s return of 4.34% (gross of fees and taxes) 
was pleasing in the circumstances and helped 
maintain the Fund’s strong position with the long-
term funding ratio at 116.1% at the end of June. This 
represented a fall from 121.2% at the end of 2018/19, 
mainly due to a cautious view of the investment 
outlook. 

Over the year, benefits paid totalled $145.3M; 11% up 
on 2019 despite a reduction in claims at year end 
due to COVID curtailing most holiday plans. 
The number of worker payments totalled 14,585 
compared to 13,781 to June 2019.

It was a credit to CoINVEST management and staff 
that the Fund was able to continue its operations 
without missing a beat during the last three months 
of the year under the necessary COVID-19 work from 
home requirements. Importantly, they have worked 
from home safely. The COVID environment presented 
a test of CoINVEST’s values and culture and on 
behalf of all Board members I would like to express 
our thanks to all staff for performing and managing 
so well.

In a show of support for the industry and the 
community in these difficult times, the Board has 
agreed that the CoINVEST management team will 
not receive an increase in remuneration this year.

The Board of CoINVEST values its relationship with 
industry associations and unions in Victoria and is 
grateful for their support when working through 
issues relating to coverage and compliance.  
Resolution of coverage issues is not easy, and 
changes do require the support of the overall 
industry.

At its annual strategy session in March the Board 
workshopped challenges for the next five years and 
developed a new strategic plan.  There was a strong 
focus on ecommerce, security, IT, economic 
conditions, and the construction industry.

There are eight Schemes such as CoINVEST around 
Australia and the Chairs and CEOs meet several 
times a year to benchmark performance and look at 
areas where improvement will benefit the industry 
around Australia. There is a National Reciprocal 
Agreement in place which ensures that long service 
leave in the industry is not only portable within the 
state but within Australia.

The Board actively reviews risks to the Scheme in all 
areas of its operation and the potential impact of 
Federal and State legislation.  In conjunction with its 
Internal Auditors the Board constantly reviews its 
risk profile and seeks legal advice in these areas 
where necessary.   

The Board seeks to ensure that Directors have the 
necessary skills and experience to properly 
administer and govern the Scheme and the fund.  To 
this end the Board ensures that Directors know their 
responsibilities as Directors of a public company.  As 
Chairman I value the wide range of skills, 
experiences and insights which all Directors bring to 
the table. 

In October 2019 Michael Anderson retired from the 
Board.  Michael was an independent Director with 
vast finance and investment experience and 
knowledge.  He had been a Director for 14 years and 
Chairman for the last 4 of those years. On behalf of 
the Board I thank him for his contribution and 
leadership over that period.

In June, a long-standing member of the Management 
team, Brian Hansen, retired after a career at 
CoINVEST of over 30 years.  On behalf of the Board, 
I thank Brian for his commitment to the industry and 
the Fund as General Manager, Membership Services 
and offer him and his family best wishes for the 
future. 

Also, on behalf of the Board, I thank John Hartley 
and his staff for their efforts over the year and in 
particular for ensuring the Scheme continued to 
function smoothly in very difficult circumstances. 

Finally, I thank my fellow Directors for their ongoing 
contributions to CoINVEST and the construction 
industry.

Kate Spargo 
Chairman, CoINVEST Limited

Report from CoINVEST Limited as 
Trustee for the Construction Industry 
Long Service Leave Fund

CoINVEST Limited has eleven Directors on its Board. 
Eight of the members are elected by the Industry 
with four employee representatives and four 
employer representatives. Three are independent 
Directors appointed by the Board with special 
expertise in either investment, financial or legal 
matters. 

Kate Spargo 
Chairman

Di Fulton 
Independent

David St John 
Independent

Arron Harris 
Representing Electrical Trades workers

Robert Graauwmans 
Representing Building Trades workers

Barry Terzic 
Representing Metal Trades workers

Paddy McCrudden 
Representing Building Trades workers

Grant Donald 
Representing Building Trades employers

David Newnham 
Representing Building Trades employers

Michael Purnell 
Representing Electrical Trades employers

Tim Piper 
Representing Metal Trades employers

Members of the 
Board
as at 30 June 2020
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$,000’s 
2020

$,000's 
2019

Net Investment 
Income

 52,714  117,819 

Total Income  52,714  117,819 

Trustee Expenses  15,573  13,484 

Depreciation and 
Provisions

 1,744  1,467 

Total Expenses  17,317  14,951 

Net Surplus/(Deficit)  35,397  102,868 

Benefits Provision  74,373  56,845 

Total Distribution  74,373  56,845 

Decrease/(Increase) in 
accumulated Deficit -38,976  46,023 

 
Summary Balance Sheet as at 30 
June 2020 

$,000’s 
2020

$,000's 
2019

Cash and Debtors  104,737  24,235 

Plant and Equipment  916  926 

Investments 1,509,553 1,486,559 

Total Assets  1,615,206  1,511,720 

Payables  5,563  4,883 

Accrued LSL 
Benefits Liabilities  1,348,964  1,209,365 

WSC Balances  42,972  40,789 

Total Liabilities  1,397,499  1,255,037 

Accumulated Surplus 
(Deficits)

 217,707  256,683 

The figures below have been extracted from the 
statutory financial statements of the Fund which 
have been independently audited.

The independent audit report below relates to the 
specific requirements of the Trust Deed.

Accounts Summary
Construction Industry Long Service 
Leave Fund Financial Statements Summary

Summary Profit and Loss Statement for 
the year ended 30 June 2020

The 2020 financial year was another of two halves. 
The first six months to December 2019 produced 
strong positive returns. The standout months were 
July 2019 and November 2019. The annual return for 
the year to December 2019 was 17.33%.

Since December, global economic activity, financial 
markets and returns have been challenged by the 
impact of COVID-19. Returns in the months February 
and March where negative 2.3% and 3.2% 
respectively. During the second six-month period the 
annual return fell from 17.33% in December 2019 to 
4.34% in June 2020. 

Despite this disruption and volatility, our total return 
for the year of 4.34% is an excellent result, placing 
the Fund again at the top quartile relative to other 
Australian institutional investors.  The highlights of 
this performance are:

• The Equities portfolio produced a strong relative 
absolute return of 5.30%, well up on the 
benchmark of 0.69%. As part of a de-risking 
program, exposure to volatile equity markets has 
been reduced over the past two years from 51.1% 
of the Fund in 2018 to 35.0% in 2020. Plans are in 
place to maintain this level of exposure.

• The Real Assets portfolio produced a solid return 
of 5.58% but was short of the benchmark of 
6.19%. This portfolio now includes direct property, 
listed and unlisted infrastructure and property. 
The valuations of unlisted real assets within the 
context of COVID-19 are being tested. Therefore, a 
higher degree of caution should be attached to 
their valuation than would normally be the case. 
The Directors believe that valuations are 
reasonable in light of these uncertainties. The 
valuations adopted have been calculated using fair 
values based on the existing use of the assets.

• The Alternative Assets portfolio (a new assets 
class which the Fund has invested in over the past 
five years) produced a return of 3.85%, down on 
its benchmark of 6.19%. This portfolio now 
includes multi-assets and credit investments, 
alternative risk premia and the currency overlay 
program.  

• The Australian Fixed Income portfolio’s solid 
returns of 4.42% exceeded the benchmark of 
4.18%, aided by a falling interest rate environment. 
The results of the de-risking program resulted in 
Fixed Income increasing from 13.2% to 23.4% of 
the Fund.

• Cash produced a positive result of 1.18% and 
exceeded its benchmark of 0.85%; a strong result 
given the level of interest rates.

The Victorian construction industry has proceeded 
cautiously through the various stages of lockdown, 
with rising unemployment and a fall in contributions 
received becoming a key focus for the Finance and 
Investment Committee and the Board. Maintaining 
an overweight cash position has ensured the Fund’s 
ability to pay all benefits to members as and when 
they fall. This overweigh cash position is regularly 
reviewed, acknowledging the negative impact on 
returns in light of Victorian construction industry 
activity.

The Fund regularly reviews its return targets taking 
into consideration the level of inflation, 
unemployment, GDP growth, interest rates and the 
general national and global economic environment. 
In consultation with its advisors, the Board decided 
to reduce the return target from 5.8% to 4.8%. The 
impact of this change has resulted in the Accrued 
Benefits Ratio decreasing from 121.1% at June 2019 
to 116.1% at June 2020. This remains within the 
Board’s desired strategic range of 115%-120%, with 
The Fund now fully funded for over five years. 

The Board-approved investment strategy continues 
to implement diversification of the portfolio, aiming 
to greater protect the Fund’s Accrued Benefits Ratio 
position, reduce volatility and compensate for risk. 

The COVID19 impact on the global economic outlook 
remains on the downside. Interest and inflation will 
likely remain low, unemployment will remain high 
and the ability of economies to return to historically 
normal growth rates will vary.  With the positive 
(though uncoordinated) global effort underway to 
develop a vaccine, production and distribution issues 
will arise. 

The political outlook has significant uncertainty. 
Issues around the Presidency is the USA, the trade/
cold war with China, Brexit negotiations, and 
geopolitical uncertainty in the Middle-East and Asia 
requires that we remain vigilant in regard to our 
investment responsibilities.

Independent Audit Report on 
Remuneration and Expenses 
Reimbursed

To the Directors of CoINVEST Limited

Audit Opinion

In our opinion, the financial reports of CoINVEST 
Limited and the Construction Industry Long Service 
Leave Fund for the period ended 30 June 2020 are 
properly drawn up:

(a)  so as to give a fair and reasonable view of

 i. the remuneration appropriated out of the  
  Fund by the Trustee

 ii. the remunerations paid by the trustee to  
  each member of the Board

 iii. the expenses reimbursed by the Trustee to  
  each member of the Board and

(b)  are in accordance with CoINVEST Limited’s

 i. Trust Deed, clause 10.3

 ii. Articles of Association, recital 25

 iii. Memorandum of Association, clause 5

Ernst & Young  Maree Pallisco 
Chartered Accountants Partner  

Melbourne, Victoria 
8 September 2020

Performance of the Fund

 Return for 
12 months 

ending 
June 2020

Return for 
3 years 
ending 

June 2020

Return for 
5 years 
ending 

June 2020

Rate of Return 4.34% 7.87% 7.73%

Benchmark 3.97% 7.10% 7.06%

*Increase in 
Victorian 
Construction 
Industry Weekly 
Ordinary Time 
Earnings (per 
annum) 4.93% 3.72% 3.69%

 
*from benefits payment data  based on weeks claimed  and paid to 
workers per claim forms.
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