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[he most efiicient way to accumulate wealth Is to start
Investing as early as possible and to build by
earming compound interest on what you invest,

One of the most efficient vehicles in which to
build wealth is superannuation.”
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super fund offerings, awarded their highest
rating available, AAA, to the Scheme.
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What's new at LGSS

"The vear has seen us build your Scheme in a variety of ways...”

B Rainmaker awards
AAA rating

B Assets of $5.3 billion, up
$0.8 billion from 2004-2005

® Double-digit returns for High
Growth, Trustee Selection,

As usual, it has been a busy
year for your Scheme, and we
have introduced many new
initiatives designed to build your
future. Some of the year’s
highlights are:

Strong Results

For the third consecutive year, share
markets have reported double-digit
returns. In fact, this has been the best
three year period for share markets
since the crash of 1987. While part of
this performance is due to a recovery
from the 2002/3 downturn, there has
been strong world growth driven by
emerging economies such as China
and India. The demand for resources to
fuel growth in these regions has greatly
benefited the Australian economy.

The performance of the share market
has contributed directly to the
impressive real returns achieved by our
High Growth (18.7%), Trustee Selection
(17.3%), Diversified (14.7%) and
Balanced (11.0%) strategies.

On the other hand, the performance
of fixed interest markets over the last
twelve months has been the reverse,
as they have been faced with increasing
interest rates across the world. In
many cases Government and
semi-government bonds failed to
provide returns above the cash rate for
the year. The result has been that the
return for the Capital Guarded strategy
(7.5%] has been depressed.

The outlook for 2006/7 is promising.
There is good reason to believe
that world growth will continue to
be favourable and this should
underpin another good year for

equities, although most likely in

single-digit returns.

Diversified and Balanced
investment options

Growth continues

The Local Government Superannuation
Scheme continues to grow. Assets
have risen during the year to

$5.3 billion, up from $4.5 billion in
2005. The membership as at

30 June 2006 was 98,133. But your
Scheme is also part of a larger grouping
of superannuation schemes that
together have more than 140,000
members and over $11 billion in funds
under management. This gives us the
economies of scale and buying power
to continue to keep our fees as low as
possible, to deliver a quality range of
products and services and solid returns
that help you build your future.

AAA rating from
Rainmaker

Rainmaker, one of the pre-eminent
rating agencies in Australia, recently
assessed the Scheme and awarded
all LGSS Schemes with an AAA
rating, the highest ranking available.
Rainmaker is used by superannuation
funds to independently assess their
product offerings. In making its
assessment, Rainmaker examines
more than 330 aspects including
organisation, investments,
communication and education,
insurance and ancillary services.

More branches and
improved services

For the convenience of members
living or working in western Sydney,
the Scheme has recently opened a
new branch in Parramatta, bringing
our total network of offices across
the state to nine. Last year we also
announced the introduction of
personalised “case management”
at our regional offices. This service,
which has since been implemented,
means that instead of talking to

different people each time you contact
the Scheme about issues such as your
insurance, you will always deal with the
one person. Case management
improves the speed and efficiency with
which your requests are handled.

Retirement Planning
booklet wins award

Your Scheme’s Retirement Planning
booklet won a Silver communications
award in 2006 at the Conference of
Major Super Funds. This industry award
is in recognition of excellence in
superannuation marketing
communications. The
Retirement Planning
booklet is handed out at
our free Pre-Retirement
Planning seminars to assist
members. For information
on our seminars, contact
Member Services on

1300 369 901.

Plan woday for .

a better tomorrow

W
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New developments
and what’s coming up

“Your Scheme never stands st

ere constantly looking for ways to

el improve your future. ..’

Investment strategy
changes

Following a review of investments, the
Trustee has decided to adopt a new
investment policy. Commencing from
early 2007, the asset allocation (this is
the amount or percentage of the
Scheme’s funds that are invested in
shares, property, cash etc) of some of
the investment options available to
members, will change from the current
allocation to a new allocation range.
For further information regarding
these changes please refer to the
Supplementary Product Disclosure
Statement or contact us.

Cash Plus investment
strategy change

From 1 July 2006 the Cash Plus strategy
changed slightly. The information
concerning this change was placed on
the Schemes website. For further
information regarding this change please
see page 21 or see the Scheme’s
website or contact us.

Budget brings
broad benefits

Widely welcomed changes announced
in the Government’s 2006/7 Budget are
set to overhaul the superannuation
system. Several of these changes are
likely to affect how you plan for your
retirement.

BUILD|your future
2006 annual report
2

Key changes include:

W For those retiring at age 60 or over,
the tax on the payment of your end
benefit has been abolished. This
means that Reasonable Benefit Limits
(RBLs) will no longer apply. So if your
retirement planning has focused on
the use of strategies to maximise your
RBL’s (e.g. non-commutable
pensions, splitting super contributions
with your spouse), these may no
longer be your best options.

B For those retiring before reaching the
age of 60 your lump sum benefit wil
remain taxable, but at a lower rate
and in a simpler way than before.

B Age-based limits on deductible
superannuation contribution will be
abolished. In their place an annual
deductible contribution limit of
$50,000 has been introduced, which
includes contributions made by salary
sacrifice. Any contributions made
above this limit will be taxed at 45%
(rather than 15%).

B Post tax superannuation contributions
are to be capped at $150,000
(effective 10 May 2006).

B Deductible superannuation
contributions will be able to be made
for employees up to age 75.

B People who have ceased working but
do not wish to access their
superannuation will no longer be
forced to do so at age 65
(effective 10 May 2006).

Most of these changes are set to take
effect from 1 July 2007, but will need to
be passed into law first. Members
should take this opportunity to review
their personal situation with one of our
financial planners. Please call Member
Services on 1300 369 901 to arrange
an appointment, or to come to one of
our seminars.

In-house administration

As you know, our service provider is in
the process of bringing in-house the
administration of the Scheme, which had
previously been outsourced to an
external third party. At the same time,
this required a substantial upgrading of
the Scheme’s technology. While there
have naturally been some teething
problems along the way, we are working
towards finalising this project. In the long
term we hope that members will
experience improved online functionality
as well as faster access to information,
while employers will find their dealings
with the Scheme more secure,
streamlined and efficient.

More planners
means more
services

Your Scheme, through
FuturePlus Financial
Services, continues to add
to the number of financial
planners available to assist
you. Our wealth creation
team for example celebrated
its 2nd birthday this year and
continues to offer members
the opportunity to explore
methods of building wealth,
both inside and outside
superannuation. During the
year 25 wealth creation
seminars were conducted
across NSW, with over 800
members in attendance.
More than a third of those




attending decided to take up the
complimentary financial planning service
they are able to access as members of
the Scheme.

A further 50 wealth creation seminars
are planned for 2007.

Retirement Scheme
and Defined Benefit
Scheme members only.

Did you know that if you decide to leave
the employ of one of our sponsoring
employers, you can now continue to
contribute after tax contributions to the
Scheme? Employer or salary sacrifice
contributions however cannot be
accepted once you cease employment
with a Scheme employer.

All members

The good news is that these contribution
types including employer and salary
sacrifice contributions can be received
by FuturePlus Super, our
public offer superannuation
fund. Members who decide
to transfer to FuturePlus
Super are charged no
entry or exit fees and
do not lose any of
their existing
benefits such as
any voluntary
insurance cover.

Ease into retirement/
Non-Commutable
Allocated Pension
(NCAP)

(Only available to Pool A members
[Accumulation (Div A) and
Executive (Div E)]

The Government’s new “transition to
retirement” legislation now allows
members who are 55 or over to ease
into retirement by reducing their
workload. The intention is to encourage
people who have reached preservation
age (currently 55) to top up their income
by converting part of their existing super
to what’s called a non-commutable
income stream, such as an allocated
pension. This facility then pays you a
regular income, or pension, which in
turn allows you to put a large part of the
salary from your job back into your
super. So your super grows through
salary sacrifice, but your lifestyle is
maintained because you live on the
combination of the pension income plus
the balance of your salary. Please
contact Member Services for more
information on this.

You can now make a
binding nomination of
beneficiary

As foreshadowed in last year’s annual
report, members can now make a
binding death benefit nomination, which
ensures that any death benefit is
payable to your estate. When you do
this, the Trustee is then bound to carry
out your wishes. But you must
remember to renew your binding
nomination every 3 years for it to remain
valid. Therefore, it is important to keep
your Will up-to-date, as the Trustee
must follow a valid binding nomination.
Where the nomination becomes invalid,
the Trustee must pay any death benefit
in accordance with the rules of the
Scheme’s Trust Deed. To take up this
option, call Member Services on

1300 369 901.

Split and save

Super splitting is an option designed to
help single income couples improve their
retirement savings. In essence, super
splitting allows the working partner to
transfer certain contributions from their
super account to their non-working
spouse’s super account. Please note
that recent changes to Federal Budget
means that this may no longer be
appropriate for some members. Please
contact Member Services, if you require
further information.

Scheme research

As part of improving and developing
services, the Scheme conducts research
during the year. The intention of the
research is to obtain feedback from
members on a variety of matters, to
ensure their needs continue to be met,
to identify and address any issues, to
improve processes and to develop
existing and new services and products.
Over the course of the coming year,
members may receive a telephone call
from one of the research groups the
Scheme currently uses. Members are
encouraged to participate and provide
feedback, but are under no obligation to
do so. If you do not wish to participate,
simply let the researcher know. The
Scheme currently uses the following
research companies:

B Woolcott Research Pty Ltd.

B Stent Research and Planning Pty Ltd.

BUILD|your future
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Local Government Superannuation
Scheme offers you access to a broad
range of services designed to build your
future. These include:

M [ow fees.

W A track record of impressive
investment returns.

W Access to financial planning at no
additional cost.

W Flexibility in your investment strategy.
M A great range of insurance options.

B Savings through our Fair Go Member
Benefits Program.

M Pre-retirement seminars (for members
aged 50 or over).

B Retirement workshops (for members
two years away from retirement).

B Wealth creation seminars (to help you
build your wealth at any age).

B A competitive home loan service.
B Extensive work site visits.

B Call Centre support to answer your
questions.

B Access to Client Services staff and
financial planners at our Sydney office
and regional network (i.e. Lismore,
Newcastle, Orange, Wagga Wagga,
Wollongong, Albury* and Goulburn?*),
plus our new metropolitan office in
Parramatta.

B A comprehensive range of tools and
calculators on our website to help you
determine your ideal investment
strategy, work out a budget, calculate
insurance premiums and estimate
your superannuation benefit and
allocated pension options at
retirement.

BUILD|your future
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B Member communications to keep you
up-to-date, including newsletters,
statements and Annual Reports.

For more information or to ensure that
you are making the most of all the
services available to you, call a Member
Services Officer on 1300 369 901.
*Albury and Goulburn offices are staffed

at least one business day per month.
Bookings are essential on 1300 369 901.

What’s new in Fair Go?

We've steadily improved on the number
and types of offers we provide you with,
to help you save on every day items as
well as a few luxuries.

Some of the new offerings now available
to you include:

B Sydney Wildlife World, where you can
save 15% on admission.

M Sydney Tower and Oztrek, where you
can save 10% off admission.

M Petals Flower Delivery, an online florist
where you qualify for a 15% discount
on the flower value of your order.

W 20% off the normal price on the
supply and installation of security
equipment at Signature Security.

B Save up to 30% off Travel Insurance
with AIG Australia.

B Travel Brochures - select any 5 travel
brochures and have them delivered
for free.

These additions join our existing list of
great offers for savings on health
insurance, phone contracts and specials
on a host of lifestyle benefits such as
family activities like a visit to the Sydney
Aquarium, travel, accommodation and
entertainment.

Call Member Services on

1300 369 901 today, or visit our
website www.lgsuper.com.au to find
out how you can take full advantage of
the Fair Go member loyalty program.

Services that help
build your future

Financial planning

As a member of this Scheme you are
entitled to talk to a financial planner (at no
direct cost to you) to discuss how to
build your wealth and plan for your
retirement. During the year through
FuturePlus Financial Services*, we

have increased the number of planners
we have on hand to assist you. All our
financial planners are salaried employees
and earn no commission on the advice
they provide.

Our financial planners can work through
your individual needs and, where
appropriate, prepare a comprehensive
financial plan for you.

Members can make an appointment to
see a financial planner at any one of our
offices. Contact Member Services on
1300 369 901, or visit the Local
Government Superannuation Scheme
website www.lgsuper.com.au

to find out more.

*FuturePlus Financial Services, partly
owned by your Scheme, was created to
provide financial planning advice to Scheme
members at various stages in their lives.
For more details contact Member Services.

Member Services
Contact Centre
The most common way for members to

contact us is by phone, through our
Member Services Contact Centre.

All our Member Services Officers have
completed an extensive training and
induction program so that they can provide
members with accurate and appropriate
information. They are graded using both
internal and external criteria to ensure they
are offering the highest quality service.

The Member Services Contact Centre also
complies with Financial Services Reform
requirements. To speak to a Member
Services Officer simply call 1300 369 901.




Seminars

You may have noticed that the number
of seminars we conduct each year has
increased. These seminars are
presented by our team of friendly
Account Managers and Financial
Planners at work sites and at local
venues on subjects including:

M Retirement

M Redundancy

B Non-super investment savings
M Tax and social security

W Budgeting

W Superannuation

B Wealth Creation

Our seminar program is available on our
website at www.lgsuper.com.au
and you can book your place at one of
these events by calling Member Services
on 1300 369 901.

Regional offices
We have offices in the
following locations:

Sydney 28 Margaret Street

Parramatta 10-14 Smith Street
Orange 187 Summer Street
Wagga Wagga 2/209 Baylis Street

Wollongong Shops 2 & 3,

60 Burelli Street

81-83 Molesworth
Street

Lismore

Newcastle 161 King Street

Albury*

621 Dean Street

Goulburn* 148 Auburn Street

*Albury and Goulburn offices are staffed
at least one business day per month.
Bookings are essential on 1300 369 901.

Low cost
home loans

Chifley Financial Services, which is partly
owned by your Scheme, provides a
range of highly competitive home loans
to members. It offers you low interest
rates and a choice of loans to suit your
circumstances. Other features include:

B $0 Application fee*

m $0 monthly account keeping fee
m $0 Split loan fee

B $0 Electronic redraw fee

B A redraw facility

The loan terms are transparent to ensure
members always understand

the loan conditions. Before you make
any decisions contact Chifley on

1800 800 002 for more information or
visit www.chifley.com

*Although there is no loan document
preparation fee, some charges such as
valuation fees and costs charged by the
lender’s solicitors are payable. These
charges may be non-refundable should the

loan be approved and not proceeded with.
Other fees and charges may be payable.

Website

This year we have changed the look of
our website. We welcome your opinion
and invite you to email us with your
feedback to info@lgsuper.com.au

In addition, our website offers a wide
range of tools and calculators to help
members work out possible solutions
relating to their own personal
circumstances. These include:

M Risk Profiling questionnaire;

B Superannuation and Allocated
Pension calculator;

M Insurance Premium calculators;
M Salary Continuance calculator; plus

Other calculators available through
FuturePlus (www.futureplus.com.au)
which can help members with
budgeting, working out borrowing limits,
insurance, loans, term deposit, and
looking at whether to rent vs. buy.

Register for Web
Access

To register for web access, simply go to
www.lgsuper.com.au and click on
the web access registration link.

BUILD|your future
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Sustainable
Investing

The Trustee believes that it is not only
important to maximise investment
returns, but also to invest in a way that
favours companies/projects that show a
commitment to our community and the
environment. A few specific initiatives
illustrate this:

Property Holdings

The Trustee has adopted an
environmental policy which, in part, is
designed to increase energy and water
efficiencies across those properties we
directly own. Additionally, the policy
encompasses waste reduction and
recycling, indoor air quality, improving
operations and maintenance, materials
and resources, OH&S and environmental
risk management.

Socially Responsible
Investment (SRI) Overlay

Our Australian equity managers invest in
a range of companies, which may
operate in areas such as gambling,
uranium mining, logging of old forests
and the like, or have a poor
environmental record. Your Scheme runs
a separate portfolio that sells the shares
it holds in these areas and purchases
alternative shares in companies that
have good social/environment records.
While our Scheme has only operated the
overlay for a short time, it has performed
very well. However, more importantly, it
ensures that your superannuation money
is invested in industries that enhance the
social/environmental profile, without
affecting returns. Due to the success of
the SRI overlay, the Trustee has
approved its extension to cover your
Scheme’s international equity portfolio.

Insurance for your
peace of mind

One way to obtain life, permanent
disability or income protection insurance
is through your Scheme. The benefit of
doing this is that the premiums are paid
from your superannuation contributions,
meaning that you don’t pay for the cost
of the insurance directly. If you don’t
want your super savings to be reduced

BUILD|your future
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Your money

by insurance premiums, you can make
extra contributions towards your super
to pay for insurance. A tax-effective way
of doing this is to pay for your premiums
using pre-tax dollars via salary sacrifice
contributions. You also get to take
advantage of the wholesale insurance
rates your Scheme has negotiated,
which are among the cheapest available.

Taking out insurance isn’t a one-off
event. As you move along the path to
retirement, part of your planning process
should include regular reviews of your
insurance needs, to ensure that you
aren’t over or under insured as your
needs and circumstances change.

Remember to review your
insurance needs regularly.

For more information on insurance,
contact us on 1300 369 901. One of
our Financial Planners can work with
you to determine whether you have the
right cover to meet your particular
circumstances.

How the sectors
performed

Market commentary
Financial year to end June 2006

Uncertainty about economic growth and
inflation, especially in the US, weighed
heavily on investors’ minds as the
financial year to end June 2006 drew to
a close. The worry was that if US
inflation continued to rise, it would lead
to higher interest rates which would, in
turn, lower global economic growth and
weaken commaodity prices.

However, despite a bumpy share market
ride in the last two months of the year,
those invested in local and overseas
shares still ended the year smiling.

Australian shares

The Australian sharemarket ended the
year nervously as fears grew about US
inflation and interest rates. In May, the
local market experienced its largest one
month fall in over three years, losing
almost 5%. But despite this bumpy
finish, Australian shares still rewarded
investors with double digit returns for the

full financial year to June 2006, thanks
to buoyant global demand for resources
and high commodity prices during the
year. The second half of the financial
year was also characterised by a rush of
mergers and acquisitions.

International shares

Despite fears of US inflation and rising
interest rates in the last quarter of the
year, world sharemarkets also enjoyed a
good year, rising 15% on a hedged
basis and almost 20% on an unhedged
basis due to a weaker Australian dollar.

The Japanese sharemarket was the star
performer, rewarding investors with a
return of 40.2% for the year. Next up
were emerging markets, which rose
34.1% during the year.

Listed Property
Trusts (LPTs)

Listed property produced its seventh
straight double digit financial year return,
gaining 18%. Towards the end of the
year, LPTs enjoyed a boost as investors
sought safety from the more volatile
broader sharemarket.

Fixed interest

Bonds were the financial market’s
laggards, with both Australian and
international bonds under-performing
cash for the second time in the past
three financial years. Australian bonds
rose 3.4% over the year while
international bonds were up 5.8%.

Numerous central banks around the
world raised interest rates, including the
Reserve Bank of Australia, on the back
of inflation concerns, pushing up
Government Bond yields. The US
suffered its 17th consecutive rate rise
to 5.25%.

Cash and currencies

The Australian dollar was affected by
volatile commaodity prices and changing
expectations for US interest rates. Over
the year, the Australian dollar fell 7.7%
against the Euro, 5.5% against the
British Pound and gained 2.8% against
the US dollar.



Your superannuation explained

About the Scheme

The Local Government Superannuation
Scheme (LGSS) was established on

1 July 1997, to specifically cater for
employees of NSW Local Government
employers.

The Scheme is divided into two Pools
(Pool A and Pool B). The diagram at
right shows the Scheme’s structure.
FuturePlus Financial Services provides
superannuation and financial planning
services to members of the Scheme and
is 50% owned by the Scheme.

Pool A Consists of the Assets of
Three Divisions:

B Accumulation Scheme - Division A
B Executive Scheme - Division E

M Allocated Pension and Rollover
Plan - Division F

Pool B Consists of the Assets of
Three Divisions:

W Retirement Scheme - Division B
M Basic Benefit - Division C
M Defined Benefit Scheme - Division D

Both Pools are complying
superannuation funds and are subject to
concessional taxation treatment.

About the Trustee

LGSS Pty Limited (ABN 68 078 003 497)
is the Trustee of the Scheme.

The Trustee is a non-profit company
solely engaged in the management and
control of the Scheme and its assets for
the benefit of its members.

The Trustee engages external experts
such as investment advisers and

investment managers, administrators, a
custodian, accountants, solicitors and
auditors to assist it with its obligations.

LGSS Pty Limited is an APRA
Registrable Superannuation Entity
Licensee (RSEL: L0001243). The Super
Registration Number for Pool A is
R1004656 and for Pool B is R1004663.

About the
service providers

The administrator of the Scheme is
FuturePlus Financial Services Pty
Limited. The administrator attends to
the day-to-day operation of the Scheme
under a written service agreement.
FuturePlus also operates the various
branches that service member queries
and employs salaried financial planners
to assist members.

FuturePlus is jointly owned by the
Trustee and the Trustee of the Energy
Industries Superannuation Scheme.
The Trustee undertakes that it will not
deal with FuturePlus more favourably
than it would deal with any other
independent service provider.

The custodian of the Scheme is
JPMorgan Chase Bank. The custodian
holds the Scheme’s assets under a
written service agreement.

The next section of this annual report
lists the strategies for each of the
available investment options, along
with more detailed information on

past performance, asset allocations
and definitions. Net earnings rates
disclosed in this report may not be

the same as the rate credited to a
member’s benefit because of the effect
of cash flow timings.

The net earnings allotted to your
accounts during this Statement period
are calculated daily, based upon the
applicable unit prices of the underlying
investment strategies you are invested
in. These unit prices are derived to be
the market value of the investments in
your underlying investment strategy
after adjustments for taxes, fees and
expenses. You should note that any
direct fees, contributions tax or
expenses (such as insurance premiums)
are deducted directly from your account
and are not taken into account when
deriving applicable unit prices.

Please note that past net earning
rates are not an indicator of future net
earning rates and that members
benefits invested in any particular
investment strategy are not
guaranteed and the value of their
investment may fall.

Local Government
Superannuation
Scheme Divisions

iy

LOCAL GOVERNMENT®
.....................

0 |
Pool A Pool B
Trustee Trustee

Retirement Scheme

Accumulation Scheme

Division A ~ Division B
(includes former members of the K (inludes former members of
First State Super Scheme) Superannuation Scheme)
Executive Scheme Basic Benefit
Division E Division C

(includes former members of the |
Public Sector Executives
Superannuation Scheme)

(includes former members of the
State Authorities Non-contributory
Superannuation Scheme)

Allocated Pension Defined Benefit Scheme

and Rollover Plan | |

DVISIORIE (includes former members of the

State Super Scheme)

For more information go to www.lgsuper.com.au,
to view the Product Disclosure Statements, or call
Member Services on 1300 369 901.
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Investment Strategies

Definition - The High Growth strategy generally Risks - There is a significant
invests about 90% of its funds in growth assets, chance that the investment

High Growth

5 such as Australian and international equities and ~ value may decrease in the . Aust. Equities 51.8%

; property. This combination aims to earn high short-term. The chance of a . Int) Equities 34.0%
real investment growth above inflation over a negative return in any year is . | - o 0%

@) minimum period of 10 years. Because the 1in3. AR '

ey emphasis is on growth, you should keep in mind Risk profile - High . Aust. Fixed Income 1.8%

o that there may be what financial professionals ISk proftie - Righ. . Int. Fixed Income 1.8%
call ‘short-term volatility’ in this strategy. In other

c : . Hedge Funds 4.7%
words, the value of the investment may fluctuate

m over the short-term. . Inflation Linked Bonds 0.9%

I Objective - 5.5% investment return per annum

above inflation over 10 years.

Definition - The Diversified strategy generally Risks - There is potential for Diversified
invests about 70% of its funds in growth assets, the value of the investment to

such as Australian and international equities and decrease in the short-term. . Aust. Equities 40.6%
© property. This combination aims to earn real The chance of a negative . Int. Equites T
Q investment growth above inflation over a period return in any year is 1 in 4. )

— of 5 years. Because the emphasis s still on . N . Il o Provey 50%
r— growth, you should keep in mind that there may AEL il LT . Aust. Fixed Income 10.1%
e be what financial professionals call ‘short-term . Int. Fixed Income 6.5%
Q volatility” in this strategy. In other words, the . W n550

S value of the investment may fluctuate over the ’
v— short-term. This volatility is not as great as it is . Inflation Linked Bonds 6.5%

D

in the High Growth strategy.

Objective - 4.7% investment return per annum
above inflation over 5 years.

Definition - The Balanced strategy generally Risks - Although the Balanced
invests about 50% in growth assets and 50% in emphasis is on spreading
income-producing assets, such as interest your investment over various . Aust. Equities 28.7%

o bearing securities. This combination offers real asset classes, there is a . Int. Equities 18.4%
investment growth above inflation over 3 years. possibility that the value of )

QJ . . . . Listed Property 5.1%
O There are more assets that produce income, the investment will decrease

c which makes the strategy more stable than the in the short-term. The chance . Aust. Fixed Income 18.9%
I High Growth and Diversified strategies. of a negative return in any . Int. Fixed Income 12.5%
_ o ) yearis 1in 5.

© Objective - 4.0% investment return per annum _ _ I becge Funas 4.9%
0 above inflation over 3 years. Risk profile - Medium. [ rraton Linkea Bonds 11.5%

Definition - The Capital Guarded strategy Risks - Although the Capital Guarded

generally invests 30% in growth assets and emphasis is more on security,

70% in income-producing assets. This returns and the value of the . Aust. Equities 16.4%
combination aims to keep investment return investment can still fluctuate. . Int. Equities 10.5%
fluctuations to a minimum. Although it is The chance of a negative . Ll oo
relatively more stable than the High Growth, return in any year is 1 in 8. ’

Diversified and Balanced strategies, the returns . Aust. Fixed Income 28.0%

and the value of the investment can still
fluctuate.

Risk profile - Medium/Low. . g
Int. Fixed Income 18.2%

. Hedge Funds 5.0%
Objective - 3.5% investment return per annum [ rraton Linkea Bonds 16.6%

above inflation over 3 years.

Capital Guarded

BUILD vyour future
2006 annual report
8







ESSEWA e Ul Strategic  Actual  Actual
at 30 June! 2006 2006 2005

Cash 100%  100%  100%

*The information contained here in respect of the Cash Plus strategy was
up to date as at 30 June 2006. Please note that the strategy changed
from 1 July 2006 and that information concerning this change was notified
to members. For current information concerning this strategy please see
page 21 for further information.

L All figures are represented to one decimal place.

ACSE WA e ulog el Strategic  Actual  Actual
at 30 June! 2006 2006 2005

Aust. Equities 38.0% 37.8% 36.2%
Int. Equities 20.0% 21.9% 22.7%
Aust. Property 50% 44% 8.9%
Int. Property 3.0% 3.0% 0.0%
Aust. Fixed Income 17.0% 16.6% 16.8%
Int. Fixed Income 70% 49% 3.7%
Cash 20% 35% 59%

Alternative Investments 8.0% 79% 5.8%

* All figures are represented to one decimal place.

IXSE WA e Ul Strategic  Actual  Actual
at 30 June! 2006 2006 2005

Aust. Equities 15.0% 15.4% 14.4%
Int. Equities 8.0% 94% 9.3%
Aust. Property 3.0% 29% 5.4%
Int. Property 20% 2.0% 0.0%
Aust. Fixed Income 34.0% 33.8% 33.7%
Int. Fixed Income 15.0% 13.6% 13.0%
Cash 17.0% 17% 19.2%
Alternative Investments 6.0% 59%  5.0%

L All figures are represented to one decimal place.

Investment Returns over 5 years as at 30 June"
2002 2003 2004 2005 2006

Accumulation and Executive

0, 0, 0, 0, 0,
Schemes (Div A and E) 37% 35% 42% 42% 4.6%
Rollover Plan (Div F) 29% 3.6% 41% 38% 3.9%
Allocated Pension Plan (Div F) 36% 38% 48% 4.4% 4.5%

Annualised 5 year Returns as at 30 June 2006!

Accumulation and Executive Schemes (Div A and E) 4.1%
Rollover Plan (Div F) 3.7%
Allocated Pension Plan (Div F) 4.2%

Investment Returns over 5 years as at 30 June"

2002 2003 2004 2005 2006

Executive Scheme (Div E) -52% -4.7% 14.7% 15.9% 17.2%

Annualised 5 year Returns as at 30 June 2006!

Executive Scheme (Div E) 7.1%

Investment Returns over 5 years as at 30 June’
2002 2003 2004 2005 2006
05% 53% 64% 9.6% 10.4%

Executive Scheme (Div E)

Annualised 5 year Returns as at 30 June 2006!

Executive Scheme (Div E) 6.4%

3 Bl your future
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Investment Strategies - continued

Retirement and
Defined Benefit
Schemes (Pool B)

Changes to Investment Options and
Strategies

From 1 October 2005 Retirement Scheme members

assets such as Australian and international equities
and property. This combination aims to earn high real
growth, above inflation over a minimum period of 5
years. Because the emphasis is on growth there may
be some short term volatility in this selection. In other
words the value of the investment may fluctuate over
the short term, although to a lesser extent than the
High Growth strategy.

Member Investment

Choice (Retirement Scheme
members only)

From 1 October 2005, members in the Retirement Scheme
can access Member Investment Choice in addition to
Trustee Selection by choosing the five (5) investment
strategies shown below. Member investment choice applies

are able to choose various investment options in
relation to certain parts of their account. Up to

1 October 2005, members were invested in Trustee
Selection.

These arrangements do not apply to Defined Benefit
members whose contributions remain invested in
Trustee Selection.

to the following benefit components:
Objective - 5% investment return per annum above

Uikl 68 Sy for Contributory members

Risks - There is a significant chance that the
investment value may decrease in the short-term. The
chance of a negative return in any year is 1 in 4.

B Your Contributor Financed Benefit; and
B Basic Benefit Accumulation account
Trustee Selection Risk profile - High/Medium.

Definition - The Scheme generally invests
approximately 85% of its assets in traditional growth

. Aust. Equities

for Deferred members

M Your total account balance

The table below shows the investment returns only for the
period 1 October 2005 to 30 June 2006. There are no

43.0% q N . .
investment returns for previous periods as the investment
. Int. Equities 27.9% strategies only commenced 1 October 2005.
. Direct Property 9.6%
. P " Contributor Basic Benefit Deferred
. elelincome e Strategiest Financed Accumulation Members
B 16% Benefit Account
B private equity 25% High Growth 10.8% 105%  10.1%
. Inflation Linked Bonds 3.8% Diversified 8.7% 8.5% 8.0%
Hedge Funds 4.9% Balanced 6.8% 6.6% 6.2%
Capital Guarded 5.0% 4.7% 4.4%
. Strategic ~ Actual  Actual Cash Plus 3.4% 3.2% 2.9%
1
Asset Allocation as at 30 June 2006 2006 2005
Aust. Equities 39.5% 43.0% 42 .8% * All figures are represented to one decimal place.
Int. Equities 26.5% 27.9% 27.4% ) )
) m ) % There are no annualised 5 year returns for these strategies
Direct Property 11.0% 9.6% 9.4% as they only commenced 1 October 2005.
Aust. Fixed Income 4.0% 3.2% 3.3% For further information concerning the Asset Allocation,
Int. Fixed Income 4.0% 3.5% 3.6% Investment Objective, Risk and Risk profiles of the above
Cash 2.0% 1.6% 1.9% strat_egies please refer to the equjvalent infprmation
: - - . . provided for Pool A. For information regarding returns for
Private Equity 3.0% 2.5% 2.1% Pool A, please refer to pages 8 to 11.
Inflation Linked Bonds 5.0% 3.8% 4.5%
Hedge Funds 5.0% 4.9% 5.0%
Investment Returns over 5 years as at 30 June'
2002 2003 2004 2005 2006
Retirement and Defined Benefit =RED 0 7 o o
Scheme (Pool B) Contributory B2 173%
Retirement and Defined Benefit =0 7 9 7 2
Scheme (Pool B) Deferred SRR LR 10 2%  16.7%
Retirement and Defined Benefit 00% 00% 00% 142% 17.1%

Basic Benefit Accumulation Account

*The return shown for 2005 is for the period 1 Oct 2004 to 30 June 2005 only.

Annualised 5 year Returns as at 30 June 2006

Retirement and Defined Benefit Scheme (Pool B) Contributory 7.5%
Retirement and Defined Benefit Scheme (Pool B) Deferred 7.4%
Retirement and Defined Benefit Basic Benefit Accumulation .

Account (period 1 October 2004 to 30 June 2006 only)

L All figures are represented to one decimal place.
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The Board

Your Trustee

The Trustee of your Scheme is LGSS
Pty Limited (ABN 68 078 003 497).

In accordance with the constitution of
the Trustee Company, the Board
consists of equal numbers of directors
appointed by both employer and union
associations. The Board is supported
by the Scheme’s Chief Executive Officer
and the Fund Secretary. Peter Lambert
is the Fund Secretary. Brett Westbrook
was the Chief Executive Officer until his
resignation on 29 September 2006. The
Board is currently seeking a
replacement to the position of CEO.

Board Members

Peter Woods OAM, Emeritus
Mayor, BA, M Litt, MACE, Cert.
Comm. Med., MACE FAICD
Appointed by Local Government
Association Of NSW.

Patron - Local Government Association of
NSW; Chair - LGSS Pty Limited; Director -

Chifley Financial Services; Director -
FuturePlus Financial Services; Immediate
Past President - United Cities and Local
Governments (Asia Pacific Region).

John Ernst

Appointed by United Services Union
(NSW Division).

President - Metropolitan Salaried Officers
Branch, United Services Union (NSW
Division); Deputy Chair - FuturePlus
Financial Services Pty Limited.

Beverley Giegerl
Appointed by Local Government
Association of NSW.

Councillor - Hurstville City Council;
Treasurer - Local Government
Association of NSW.

Leo Kelly OAM
Appointed by Local Government
Association of NSW.

Mayor - Blacktown City Council;

Vice President - Local Government
Association of NSW; Director -
FuturePlus Financial Services; Member
of NSW Local Government Committee
for Planning, Environment and Industrial
Waste Management; Member -

NSW Local Government Boundaries
Commission.

Barry Mason*

Appointed by United Services Union
(NSW Division).
Expenditure/Risk/Assets Co-ordinator -
Kogarah Council; Chair - Local
Government Financial Services Pty
Limited; Director - FuturePlus Financial
Services; Deputy Chair - LGSS Pty
Limited; Member of The Local
Government Managers of Australia.

Scheme Governance

Role of the Board

The Board is responsible for setting the
overall strategy for your Scheme and
ensuring it is operating in accordance
with the Trust Deed and all applicable
laws. The Board meets monthly and
receives and reviews reports from its
service providers. Where necessary, the
Board calls upon specialist advice from
advisors, such as solicitors, accountants
and the Scheme’s actuary.

The Board has appointed two
Committees to allow it to oversee the
operations of your Scheme in greater
detail. The Investment Committee
(made up of John Wearne - Chair,
Barry Mason*, lan Robertson and Peter
Woods) generally meets twice a quarter.
The main function of the Committee is
to monitor the performance of the
Scheme’s investment managers and
oversee the work of the Scheme’s
Investment Advisor — Intech Investment
Consultants.

Martin O’Connell
Appointed by Local Government
Engineers’ Association.

Director - Local Government Engineers’
Association and Association of
Professional Engineers, Scientists and
Managers, Australia (NSW Branch);
Director - Chifley Financial Services
Limited; Chair - Audit, Compliance &
Risk Management Committee.

lan Robertson

Appointed by Development &
Environmental Professionals’
Association (depa).

Secretary - depa; Chair - Determinations
Committee; Secretary - Australian
Institute of Superannuation Trustees.
John Wearne AM

Appointed by Shires Association of NSW.
Patron - Shires Association of NSW;
Chair - Investment Committee; Chair -
NSW ARTS Capital Infrastructure
Advisory Committee; Trustee - Bluett
Awards Foundation.

*Ceased as a Director on 19th June 2006.
His position was filled by Mr Paul Marzato,
who was replaced by Mr Brian Harris on
27 September 2006.

The role of the Audit, Compliance and
Risk Management Committee (made up
of Martin O’Connell - Chair, John Ernst,
Beverley Giegerl and Leo Kelly) is to
review the internal controls and risk
management of your Scheme and its
service providers. Committee meetings
are also attended by the Scheme’s
Internal Auditor — Leonard Yong. The
Committee generally meets quarterly.

*Barry Mason ceased as a Director on
19th June 2006. His position was filled by
Mr Paul Marzato.

Board Members
Pictured left
to right:

Front: John Ernst,
Peter Woods OAM,
Beverley Giegerl,
Leo Kelly OAM.
Back: Barry Mason,
Martin O’Connell,
John Wearne AM,
lan Robertson.
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