Funds in Court

Common Fund No. 3
Annual Fact Sheet — 30 June 2018

Fund Overview

Common Fund No. 3 [CF-3] provides
beneficiaries with the potential to achieve
capital growth over the long term. The Fund
invests in a portfolio of publicly listed
Australian shares, whilst a small percentage
of the Fund is also invested in cash.

CF-3 operates as a unit trust structure. This
means that each beneficiary’s investment in
CF-3 is represented by the issue of a number
of “units” in the Fund, rather than directly
owning individual shares. The “unit holding”
and the “unit price”, which reflects the value of
the underlying shares in the portfolio, is used
to calculate the value of each beneficiary’s
investment in CF-3.

Due to the volatile nature of the share market
the “unit price” may rise or fall on a daily
basis.

Investment Approach

The Fund mainly invests in large capitalisation
shares (commonly referred to as “blue chip”
shares) across a range of industry sectors.
The Fund will typically hold between 20 and
25 shares. Portfolio turnover is generally low.

Growth of $10,000.00 since inception (with
distributions reinvested)
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Fund Details

Fund Objective:

Performance
Benchmark

Fund Size:
Inception Date:
No. of Stocks:

Income
Distribution:

Unit Pricing:
Unit Price:

Management
Costs:

To provide capital growth
and income over an
investment timeframe of
at least 6 years.

S&P/ ASX 50
Accumulation Index

$623,093,999.64
1 July 2004
21

Monthly (if applicable)

Daily
$1.7492

No direct fees are
charged for the
management of CF-3.
However, as part of the
Funds in Court cost
recovery process,
beneficiaries with an
allocation to both CF-3
and Common Fund No. 2
[CF-2] are credited with a
CF-2 annual crediting
rate, that is, 0.20% less
than the crediting rate for
beneficiaries with an
allocation to CF-2 only.

PLEASE NOTE:

There are a number of risks associated with
investing in CF-3. For further information on how

FIC seeks to minimise these risks, please refer to
the relevant Information Guide on our website at
www.fundsincourt.vic.gov.au
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Total Return

30 June 2018

CF-3 6.9 8.0
S&P/ASX 50 9.0 11.7
Excess Return -2.1 -3.7
CF-3 including franking 7.1 9.4

# CF-3 commenced on 1 July 2004.

-1.5

6.0 7.8 7.6 6.2 8.9 10.7

7.5 9.0 9.0 6.5 8.7 10.1
-1.2 -1.4 -0.3 0.2 0.6

7.5 9.5 9.3 7.9 10.5 =

* The Senior Master first purchased equities directly for beneficiaries on 21 December 1992.

Past performance is not a reliable indicator of future performance.

Commentary

The CF-3 portfolio delivered a total return of
8.0% for the 12 month period ending 30 June
2018 underperforming the benchmark
S&P/ASX 50 Index by 3.7%. The Fund’s
overweight positioning to the Energy Sector
including stocks such as Origin Energy [ORG]
and Woodside Petroleum [WPL] made a
positive contribution to relative performance.
The Financials Sector also contributed
positively due to the Fund’s underweight
position relative to the benchmark. The nil
exposure to the Healthcare Sector was the
main detractor to relative returns, with the
strong performance of CSL Limited (not held)
being the main reason for the Fund’s
underperformance.

The Australian market rallied leading into 30
June 2018 to close at 10 year highs. The
gains were largely driven by a recovery in
commodities as well as higher oil and gas
prices which benefited the Materials and
Energy sectors. The market continues to be
supported by a dividend yield above 4.0%
which compares favourably to the lower rates
of return offered by cash and fixed income
assets. That said, the market has now
delivered positive annualised returns for an
extended period and these returns may not be

sustainable once interest rates and bond
yields rise to more normal levels.
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Portfolio Activity

The main change to the portfolio occurred in

May 2018 with the sale of AMP Limited [AMP].

AMP has been a subject of the Royal
Commission into misconduct in the financial
services sector. The company in its
submission to the Royal Commission
reaffirmed failings in its advice business and
acknowledged it had made misleading
statements to the corporate regulator. The
share price has fallen by approximately 31.0%
this calendar year and sentiment towards
AMP and the financial services sector in
general remains low. Due to this negative
outlook and the ongoing uncertainty
surrounding AMP the shares were sold from
the portfolio. The sale proceeds remain
invested in cash resulting in a higher than
normal cash balance as at 30 June 2018.

During the year the Fund also participated in
the Transurban Group [TCL] and Woodside
Petroleum [WPL] equity capital raisings. For
TCL, the Fund accepted its entitlement to
purchase 138,004 new shares at a total cost
of $1,573,245.60. The Fund also accepted its
full entitlement to purchase 73,829 new WPL
shares at a total cost of $1,993,383.00.

Sector Exposure

Distribution History

.

® Financials (35.81%)
® Materials (25.88%)
® Consumer Staples (11.88%)
® Energy (8.97%)
® industrials 5.21%)

Cash & Equivalents (3.90%)

3.06%)

{

® Utilities (4.19%)
{

® Telecomm Service (

The investment earnings of CF-3 are
distributed to unitholders on a monthly basis
where applicable. The investment earnings
may include cash interest, dividend income,
and realised capital gains. A summary of the
total cents per unit distribution made from CF-
3 for each of the last five financial years is

provided below.

Financial Year

2013/ 2014
2014/ 2015
2015/ 2016
2016/ 2017
2017/ 2018

Cents per unit

7.6
8.0
7.4
7.3
7.5

PLEASE NOTE:

For further information relating to how FIC

manage your funds please visit our website at
www.fundsincourt.vic.gov.au or call 1300 039
390 to speak to a member of our staff.
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