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ASX ANNOUNCEMENT
Wednesday 25 August 2010

The Manager
Company Announcements Office
Australian Securities Exchange
Level 45, South Tower Rialto
525 Collins Street
MELBOURNE VIC 3000
ELECTRONIC LODGEMENT

Dear Sir or Madam
Appendix 4E

Asciano is pleased to release its financial results for the full year ended 30 June 2010. Please
find attached an Appendix 4E – Full Year Report for the Period ending 30 June 2010.
The Company will conduct an investor briefing commencing at 9.30am this morning. The
briefing will be webcast and can be accessed through the Company’s website at
www.asciano.com.au.
Yours faithfully

Fiona Mead
Company Secretary
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2010
$000

2009
$000

Increase/
(decrease)
%

2,849,925

2,797,302

1.9

EBITDA1 - before significant items

723,684

655,198

10.5

EBIT1 - before significant items

439,564

382,297

15.0

Profit before tax - before significant items

187,794

25,414

638.9

Loss after tax - after significant items

(975,917)

(244,100)

(299.8)

(Loss)/profit attributable to owners of the Parent2

(788,523)

71,761

(1,199)

(25.5)

8.8

(389.8)

0.08

(1.41)

105.7

Revenue from services rendered

Parent basic and diluted earnings per stapled security3 - cents
Net tangible asset backing per stapled security - dollars
1

EBITDA refers to earnings before interest, tax, depreciation and amortisation. EBIT refers to earnings before
interest and tax.

2

Asciano Limited is the parent entity of Asciano.

3

Basic and diluted earnings per share and security in the prior year have been restated for the impact of the
bonus share element arising from the rights issue during the current year.

On 16 June 2010, the boards of Asciano Limited and The Trust Company (RE Services) Limited (formerly
Permanent Investment Management Limited), the responsible entity for Asciano Finance Trust, determined
that Asciano will not pay a final distribution for the financial year ended 30 June 2010.

1
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The Directors present their report, together with the financial report of Asciano Limited (“Company” or
“Parent”) and its controlled entities including Asciano Finance Trust (collectively referred to as “Asciano”) and
the auditor’s report thereon, for the year ended 30 June 2010.

1. Directors
The Directors of Asciano Limited at any time during or since the end of the financial year were as follows:
Name, qualifications and
independence status

Age

Experience, special responsibilities and other directorships

Malcolm Broomhead

58

Malcolm was appointed by the Board of Directors of Asciano Limited as a
Non-Executive Director on 22 September 2009 and was re-elected by
securityholders at the Company's Annual General Meeting (“AGM”) held
on 23 October 2009. Following the AGM, Malcolm was also appointed
Chairman of the Board. Malcolm is Chairman of the Nomination and
Succession Planning Committee.

MBA, BE, FIE (Aus),
FAusIMM, FAIM, MICE
(UK), FAICD
Chairman and Independent
Non-Executive Director

Mark Rowsthorn
BEcon, GradDipBus
MD and CEO

Malcolm was Managing Director (“MD”) and Chief Executive Officer
(“CEO”) of Orica Limited from 2001 until September 2005 where he
oversaw a strongly performing global business that controlled interests in
more than 45 countries. Prior to joining Orica Limited, Malcolm held a
number of senior positions at North Limited including as MD and CEO.
Prior to joining North Limited, Malcolm held senior management
positions with Halcrow Group Limited (UK), MIM Holdings Limited, Peko
Wallsend Limited and Industrial Equity Limited.
Malcolm holds a Bachelor of Engineering and an MBA from The
University of Queensland.
Malcolm is a non-executive director of BHP Billiton Limited, BHP Billiton
Plc and the Coates Group Limited.
55

Mark is the MD and CEO of Asciano. Mark was appointed MD and CEO
on 29 January 2007.
Mark was formerly an executive director of Toll Holdings Limited (“Toll”)
where he was responsible for overseeing the day-to-day operations and
financial performance of all the Toll divisions within Australia. He was
responsible for the development of Toll’s strategic direction and the
execution of its major business objectives. He also held the positions of
chairman of Virgin Blue Holdings Limited and Toll NZ Limited.
Mark played an instrumental role in identifying and managing Toll’s
numerous acquisitions over 20 years, including the acquisitions of Patrick
Corporation and Pacific National.
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Name, qualifications and
independence status

Chris Barlow

Age

Mark was co-founder of Toll and assumed the role of executive director
from the time the company was formed. He has more than 35 years
experience in the transport industry.
Mark is member of Infrastructure Partnership Australia’s Transport
Taskforce and the Australian Railways Association Board, and is a
member of the Board of Governors of the Australian Logistics Council.
Mark holds tertiary qualifications in Economics and Business
Administration.
64

BSc (Hons)
Independent NonExecutive Director

Bob Edgar
BEc (Hons), PhD
Independent NonExecutive Director

Experience, special responsibilities and other directorships

Chris joined Asciano Limited as a Non-Executive Director on 15 June
2007. Chris is Chairman of the Remuneration Committee and is a
member of the Nomination and Succession Planning Committee.
Chris has held a range of senior roles in the transport infrastructure
industry for many years. He was the former MD and CEO of Australia
Pacific Airports Corporation, which was the operator of Melbourne and
Launceston Airports.
Chris has over 30 years experience in the aviation industry having joined
BAA Limited (formerly British Airports Authority) as an engineering
project manager. Since then, he has held a number of senior
management positions within BAA managing airports and was
responsible for its A$1.5 billion business development program.
Chris is currently chairman of Northern Territory Airports Pty Limited and
of Melbourne Convention and Visitors Bureau Limited.
Chris is a Chartered Engineer and holds a Bachelor of Science with
Honours in Engineering from The University of London.

64

Bob was appointed by the Board of Directors of Asciano Limited as a
Non-Executive Director on 22 September 2009 and was re-elected by
securityholders at the Company's AGM held on 23 October 2009. Bob is
a member of the Audit and Risk Committee, the Remuneration
Committee and the Nomination and Succession Planning Committee.
Bob had a successful career at the ANZ Banking Group (“ANZ”) spanning
more than 25 years including the role of Deputy CEO. Other roles with
ANZ included Chief Operating Officer; MD - Institutional Financial
Services and Chief Economist.
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Name, qualifications and
independence status

Peter George

Age

Before joining ANZ, Bob held senior positions with the Australian
Bankers’ Association and prior to that he worked at the Reserve Bank of
Australia.
Bob holds a Bachelor of Economics (Hons) from The University of
Adelaide and a PhD from Ohio State University.
Bob is a non-executive director with Linfox Armaguard, Nufarm Limited
and of the Transurban Group, and is chairman of the Prince Henry's
Institute of Medical Research.
57

BCom, LLB

CA
Independent NonExecutive Director

Peter was appointed a Non-Executive Director of Asciano Limited on
5 March 2007. He is Chairman of the Audit and Risk Committee, and a
member of the Nomination and Succession Planning Committee.
Peter is a non-executive director of PMP Limited and is an experienced
executive and non-executive director specialising in corporate strategy
and finance including acquisitions, divestments, company refinancing and
turnarounds.

Independent NonExecutive Director

Geoff Kleemann

Experience, special responsibilities and other directorships

Peter was a non-executive director of Optus Communications from 1994
to 1998. He was the former MD of B Digital Limited from 2004 to 2006
and executive director of strategy and policy for Cable & Wireless Optus
Limited from 1998 to 2002.
Peter holds a Bachelor of Commerce and a Bachelor of Laws.
61

Geoff was appointed by the Board of Directors of Asciano Limited as a
Non-Executive Director on 22 September 2009 and was re-elected by
securityholders at the Company's AGM held on 23 October 2009. Geoff
is a member of the Audit and Risk Committee, the Remuneration
Committee and the Nomination and Succession Planning Committee.
Geoff has had a long career as a senior executive in a listed company
environment and was Chief Financial Officer (“CFO”) at Crown Limited.
Prior to that, Geoff was the CFO at Publishing & Broadcasting Limited.
Geoff was also CFO at Woolworths Limited from 1996 to 1998.
Geoff is a member of The Institute of Chartered Accountants in Australia,
commencing his career with Deloitte and working there for a number of
years before becoming Chief Accountant at Industrial Equity Limited and
Finance Director at Pioneer Concrete.
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Age

Experience, special responsibilities and other directorships

Tim Poole

41

Tim resigned from the Board on 23 October 2009. Tim joined Asciano
Limited as Chairman and a Non-Executive Director on 15 June 2007. He
was Chairman of the Remuneration Committee and the Nomination and
Succession Planning Committee and was a member of the Audit and Risk
Committee.
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Name, qualifications and
independence status

BCom, CA
Former Chairman and
Independent NonExecutive Director

2. Legal framework
Asciano operates as a stapled structure. The entities that comprise Asciano are Asciano Limited (an Australian
listed public limited company) and Asciano Finance Trust (an Australian listed trust).
The shares in Asciano Limited and the units in Asciano Finance Trust are stapled together to form securities
that are quoted on the Australian Securities Exchange (“ASX”). The securities cannot be traded separately.

The Trust Company (RE Services) Limited (“Responsible Entity”) (formerly Permanent Investment Management
Limited), acts as the responsible entity for Asciano Finance Trust (“Trust”) and also provides custodial services
to the Trust. A proposal to corporatise Asciano by removing the stapled structure will be submitted to
securityholders for approval at the Company’s AGM in October 2010.
Asciano Finance Limited (a wholly owned subsidiary of Asciano Limited) is responsible for the operational
activities of the Trust including its day-to-day operations of the business, asset and capital management,
financial reporting, investor communications and meetings, and for assisting the Responsible Entity in handling
any investor enquiries.

3. Company Secretary
Fiona Mead was appointed Company Secretary of Asciano Limited on 29 March 2007. Fiona holds a Bachelor
of Economics and a Bachelor of Laws (Honours) and is a Fellow of the Institute of Chartered Secretaries.
Prior to joining Asciano, Fiona was Assistant Company Secretary at Telstra Corporation Limited (“Telstra”) for
five years, a role that included being Company Secretary of eight active subsidiaries, over 180 other
subsidiaries and three joint ventures, as well as acting as Company Secretary of Telstra on a number of
occasions. Prior to Fiona’s role as Assistant Company Secretary, Fiona was Telstra’s Networks Counsel, a role
that required advising on all aspects of construction and management of telecommunications infrastructure.
Fiona was a senior associate at a major Melbourne law firm prior to joining Telstra.
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The number of Directors’ meetings (including meetings of committees of Directors) and number of meetings
attended by each of the Directors of the Parent during the 2010 financial year were as follows:

Board

Audit and Risk
Committee
A
B

Remuneration
Committee
A
B

Nomination and
Succession
Planning
Committee
A
B

Director

A

B

Malcolm Broomhead

13

13

-

-

-

-

7

7

Mark Rowsthorn

16

16

-

-

-

-

-

-

Chris Barlow

16

14

1

1

5

5

7

7

Bob Edgar

12

12

5

5

3

3

7

7

Peter George

16

14

6

6

-

-

7

7

Geoff Kleemann

13

13

5

5

3

3

7

6

5

5

2

2

2

2

-

-

Tim Poole

A - Number of meetings eligible to attend.
B - Number of meetings attended.

5. Corporate governance statement
Asciano is committed to meeting its stakeholders’ and the community’s expectations of robust and best
practice corporate governance. This corporate governance statement outlines Asciano’s main corporate
governance practices in place for the year ended 30 June 2010. Asciano continues to be proactive in respect of
corporate governance and continues to implement arrangements that it believes are in the best interests of
Asciano and its securityholders and consistent with its responsibilities to other stakeholders. It regularly
reviews and evaluates new developments in corporate governance.
Asciano’s corporate governance framework meets the requirements of both the Corporations Act 2001 and
the ASX Listing Rules and complies with the ASX Corporate Governance Council’s Corporate Governance
Principles and Recommendations (“ASX Principles”).
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The following table indicates where specific ASX Principles are dealt with in this statement:
ASX principle

Reference in statement

Principle 1 – Lay solid foundations for management and oversight
Principle 2 – Structure the board to add value
Principle 3 – Promote ethical and responsible decision-making
Principle 4 – Safeguard integrity in financial reporting

5.2, 5.3 and 5.4
5.1 and 5.3
5.5
5.3 and 5.4

Principle 5 – Make timely and balanced disclosure

5.5

Principle 6 – Respect the rights of securityholders

5.5

Principle 7 – Recognise and manage risk

5.4

Principle 8 – Remunerate fairly and responsibly

5.3

5.1 Composition of the Board
Relevant policies and charters
(see www.asciano.com)

•
•
•

Asciano Limited Constitution
Board Charter
Independence of Directors Guidelines

Composition and membership
The Board satisfies the requirement of the ASX Principles that a board has a majority of independent directors
and an independent chairman. The Board currently comprises:
•

Malcolm Broomhead - Chairman and Independent Non-Executive Director;

•

Mark Rowsthorn - MD and CEO;

•

Chris Barlow - Independent Non-Executive Director;

•

Bob Edgar - Independent Non-Executive Director;

•

Peter George - Independent Non-Executive Director; and

•

Geoff Kleemann - Independent Non-Executive Director.

Profiles of these Directors can be found in section 1 of this Directors’ report.
Independence

The Board has adopted guidelines on Director independence (available on Asciano’s website) and regularly
assesses the independence of the Directors. The Board will assess the materiality of any given relationship
that may affect independence on a case-by-case basis.
The consultancy arrangement and provision of services by Peter George in respect of the efficiency review was
concluded in the 2009 financial year. The Board continues to believe that Peter is an Independent Director.
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Board election process
The Nomination and Succession Planning Committee is responsible for identifying individuals who may be
qualified to become Directors, having regard to such factors as the committee considers appropriate, including
skills, diversity, business experience with other organisations of a comparable size in a similar industry to that
of Asciano, and the extent to which the candidate would be a desirable addition to the Board. New Directors
are nominated by the Board, and then stand for election at the AGM following their appointment in order to
be confirmed into office.
In accordance with Constitution of Asciano Limited, all Directors other than the MD and CEO must submit
themselves for re-election every three years.
Appointment
Each Independent Director has been provided with and has signed a letter of appointment detailing the terms
of their appointment. These letters contain all of the matters recommended in the ASX Principles.

Education and induction
Asciano undertakes an ongoing program to educate Directors about the nature of its business, current issues
and corporate strategy. Directors also have access to continuing education opportunities to update and
enhance their skills and knowledge and have a strong working relationship with operational management.
5.2 Board responsibilities and operation
Relevant policies and charters
(see www.asciano.com)

•
•

Board Charter
Performance evaluation process

Responsibilities
The Board has adopted a formal charter of Directors’ functions and has also established delegations of
authority that set out the matters to be delegated to management.
The charter provides that the Board’s responsibilities include:
•

overseeing the composition of the Board, including consideration of the skills and competency of the
Directors;

•

overseeing and appraising the strategies, policies and performance of Asciano;

•

approving annual budgets and major expenditure items;

•

overseeing Asciano’s risk management compliance and corporate governance policies;

•

approving and monitoring internal and external reporting;

•

approving distributions;

•

appointing (and if appropriate, removing) the MD and CEO;

•

reviewing senior executive succession planning; and

•

approving Asciano’s remuneration arrangements including for the MD and CEO and senior executives.
9
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This charter was reviewed and revised in the financial year ended 30 June 2010.
Meetings
The Board meets on a regular basis and additional meetings are called when required. Directors receive Board
papers in advance of Board meetings and these provide them with sufficient information to enable them to
participate in informed discussion at each meeting.
Independent professional advice
Any Director can seek independent professional advice in the discharge of their duties and responsibilities to
Asciano. Asciano will reimburse reasonable expenses incurred in obtaining this advice. Unless the Chairman
determines otherwise, the advice will be generally circulated to the Board.
Access to senior executives and further information
The Board has access to senior executives when required and to any further information it requires to make
informed decisions.
All Directors have access to the Company Secretary who is accountable to the Board, through the Chairman.
The Board must approve the appointment and removal of the Company Secretary.
Review of Board, Director and executive performance
The Board has adopted a policy setting out a performance evaluation process for the Board. This policy is
available on Asciano’s website and provides that the performance of the Board, each of its committees and
each Director will be reviewed annually. Such review may be conducted by an external consultant. The policy
also sets out matters that will be considered relevant in assessing their performance.

During the year, an external independent review of the performance of the Board, the three standing
committees and the individual Non-Executive Directors was undertaken by Cameron Ralph Pty Limited
(“Cameron Ralph”). Following this review, Cameron Ralph rated the performance of the Board, as “Strong”.
They found that the Board demonstrates strong capabilities across the majority of the critical elements of
Board effectiveness and that there is a low risk of governance negatively impacting on stakeholder value. A
number of recommendations for continuing improvement are currently being implemented by the Board1.
A comprehensive process for the evaluation of the performance of senior executives is conducted on an
annual basis. The results of this review are used by the Remuneration Committee in determining future
remuneration. All senior executives were evaluated during the reporting period using this process.

1

Cameron Ralph considered materials provided by Asciano and interviewed Directors and others, to make this
assessment solely of the corporate governance risk with respect to Asciano as at July 2010. The Cameron
Ralph rating cannot, and does not, represent either a credit assessment, or an assessment of Asciano’s
strategies or performance, or an assessment with respect to its corporate governance risk at any other time
or in changed circumstances.
10
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5.3 Board committees
Relevant policies and charters
(see www.asciano.com)

•
•
•

Audit and Risk Committee Charter
Remuneration Committee Charter
Nomination and Succession Planning Committee Charter

Role and membership
The Board has established three standing committees to assist with the effective discharge of its duties:
•

Audit and Risk Committee;

•

Remuneration Committee; and

•

Nomination and Succession Planning Committee.

Further detail regarding the standing committees is set out in the table on pages 12 and 13.

All three committees are chaired by and comprise only Independent Non-Executive Directors. Each committee
has no less than three members. Non-committee members, including the MD and CEO, may attend,
committee meetings by invitation, and generally do attend where appropriate.
Each committee operates under a specific charter approved by the Board. All committee charters were
reviewed and revised in the financial year ended 30 June 2010.
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Members and composition

Role

Audit and Risk

The members of the committee are:

The primary responsibility of the committee is to
review the integrity of Asciano’s financial reporting
process and to report the results of its activities to
the Board.
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Committee

Remuneration

•

Peter George - Chairman;

•

Bob Edgar; and

•

Geoff Kleemann.

The committee is required to consist
of:
•

members who are all financially
literate;

•

at least one member who is a
qualified accountant; and

•

some members with an
understanding of the transport
infrastructure industry.

Other responsibilities of the committee include:
•

assessing internal controls;

•

overseeing the relationship with, and the
independence of, the external auditor;

•

advising on the provision of non-audit services
by the external auditor; and

•

overseeing:
-

the internal audit process;

-

the establishment and implementation of
Asciano’s risk management systems and
reporting;

-

Asciano’s compliance systems, including
health and safety and the environment;
and

-

Asciano’s corporate governance processes.

The committee meets with both the internal and
external auditors on a regular basis.
The members of the committee are:
•

Chris Barlow - Chairman;

•

Bob Edgar; and

•

Geoff Kleemann.

The responsibilities of the committee include:
•

overseeing the remuneration of Non-Executive
Directors;

•

reviewing and making recommendations to the
Board on Asciano’s remuneration policies
including senior executive remuneration and
short term incentives;

•

reviewing Asciano’s superannuation
arrangements;

•

making recommendations to the Board in
relation to the implementation and operation
of equity-based incentive plans and other
employee benefit programs;

•

reviewing Asciano’s recruitment, retention and
termination policies and fringe benefits; and

•

reviewing the adequacy of Asciano’s Directors
and Officers insurance.
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Committee

Members and composition

Role

Nomination and The members of the committee are: The responsibilities of the committee include:
Succession
•
Malcolm Broomhead - Chairman; • reviewing the size, composition and necessary
Planning
competencies of the Board and making
•
Chris Barlow;
recommendations to the Board on the
•
Bob Edgar;
appointment and removal of Directors;
•

Peter George; and

•

Geoff Kleemann.

•

establishing guidelines for the selection and
appointment of new Directors; and

•

reviewing succession plans and overseeing the
performance evaluation of senior executives
including the MD and CEO.

Meetings
Details of Board and committee meetings held during the year and attendance at those meetings appear in
section 4 of this Directors’ report.
5.4 Risk management
Relevant policies and charters
(see www.asciano.com)

•

Board Charter

The Board, through the Audit and Risk Committee, has the responsibility to ensure that there are adequate
policies in place in Asciano in relation to risk management, compliance and internal control systems.
Risk oversight and management
Asciano believes that securityholder value is driven by taking considered risks, and that effective risk
management is fundamental to achieving the strategic and operational objectives of Asciano. Asciano’s Risk
Management Policy is to apply an integrated, enterprise-wide approach to managing risk across all aspects of
its business operations and to provide a consistent and systematic view of the risks.
The risk identification, analysis, treatment and monitoring procedures implemented by Asciano are in
accordance with Standards Australia AS/NZS ISO 31000: 2009 Risk management – Principles and guidelines.
The Board is responsible for overseeing the implementation of an effective system of risk management and
internal control. The responsibility for designing, implementing and maintaining a sound system of risk
management and internal control has been delegated to management through the MD and CEO.
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The Audit and Risk Committee assists the Board with its oversight responsibility by reviewing, assessing and
making recommendations to the Board in relation to the risk management framework and internal control
structures put in place by management.
Risk management framework
Asciano recognises that risk management is a continuous process, therefore it reviews and updates its risk
management framework on an annual basis. Asciano’s risk management framework requires that
management within each division adopts a consistent approach to identifying, analysing, evaluating,
monitoring and rating risks. Strategic risks are identified and assessed during the annual planning cycle. Each
division considers emerging risks and reviews existing risks and risk treatment plans on a quarterly basis.
As part of the risk management process, each of the key business risks is the responsibility of a member of the
executive risk committee. These risks are reported on at each executive risk committee meeting and at the
four quarterly Audit and Risk Committee meetings. Senior executives, including, for example, Divisional
Directors, may be required to attend these meetings to assist the Audit and Risk Committee in assessing the
risk and management’s planned response to those risks.
The risk management framework incorporates a range of existing systems, programs and policies including:
•

a comprehensive occupational health and safety program, including specific targets for continuous
improvement, occupational health and safety standards, rail safety standards and safety management
systems, all of which are monitored and reviewed to achieve compliance with applicable legislation and
regulations;

•

a delegation of authority policy, including guidelines and approval limits for operational and capital
expenditure and investments;

•

a comprehensive annual insurance program;

•

a Board approved finance policy to manage exposure to liquidity, credit and market risks. Further details
of Asciano’s policies relating to the management of these risks are included in note 3 to and forming part
of the financial statements;

•

annual budgeting and monthly reporting systems for all divisions to monitor performance against budget
targets;

•

the identification and assessment of strategic risks in the annual review and updating of strategic plans
and associated business models; and

•

an environmental regulation compliance policy and improvement strategies.
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Management representation
In accordance with Section 295A of the Corporations Act 2001 and Recommendation 7.3 of the ASX Principles,
the MD and CEO provided a written declaration to the Board attesting that to the best of his knowledge and
belief:
•

Asciano has determined the material business risks it faces and has established the necessary policies for
the oversight and management of material business risks;

•

there is a risk management and internal control system in place to manage Asciano’s material business
risks, including both financial and non-financial risks, and that those risks are being managed effectively;

•

the integrity of the financial statements is founded on a sound system of risk management and internal
control and compliance; and

•

Asciano’s risk management and internal control and compliance system is operating efficiently and
effectively in all material respects regarding financial reporting risks.

As announced to the market on 25 March 2010, Peter McGregor resigned from his role as CFO of Asciano,
effective 30 April 2010. Given that the MD and CEO assumed responsibility for the CFO function pending the
recruitment of a new CFO, Mark Rowsthorn provided the above assurances to the Board for the 2010 financial
year.
The assurances provided to the Board, due to their nature, are not absolute. The assurances provided are
based on judgement, use of sample testing and the inherent limitations of internal control.
The MD and CEO requires that management of the business divisions and of the corporate function complete a
detailed and comprehensive questionnaire for each financial reporting period addressing financial reporting
and the internal control environment.
Internal audit
The Asciano risk management and internal audit function reports to the Chairman of the Audit and Risk
Committee and assists that committee in undertaking its risk management oversight role. The Committee
requires an independent assessment of the effectiveness of Asciano’s risk management framework. The
Group General Manager Risk and Internal Audit is responsible for developing the risk management framework
and for undertaking the internal audit program. Internal audit conducts a series of risk-based reviews based
on a plan agreed with management and the Audit and Risk Committee.
Inherent operational risks
Asciano believes there are a number of operational risks which are inherent to the industries in which it
operates. They include:
•

infrastructure capacity constraints and disruptions;

•

exposure to commodity flows and cycles;

•

increased competition; and

•

government policy, investment decisions and regulation.

These risks are identified to assist investors in understanding the nature of the risks faced by Asciano and the
industries in which it operates. They are not intended to be an exhaustive list of risks.
15
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Quality and integrity of personnel
Formal appraisals are conducted at least annually for all employees. Training and development and
appropriate remuneration and incentives with regular performance reviews create an environment of cooperation and constructive dialogue with employees and management.
Occupational health and safety regulation
Asciano operates across all nine Australian federal, state and territory occupational health and safety
jurisdictions with no significant breaches in regulation.

Safety is one of Asciano’s key focuses. The goal is that all employees return home safely every day. This goal
was not achieved in the 2010 financial year as one of Asciano’s employees died at the Port Botany facility. This
tragic incident has served to strengthen management’s resolve to work towards achieving an injury free
workplace and to see all employees return home safely everyday.
Asciano has an Integrated Safety Management System which drives positive safety outcomes, for example
through extensive safety observation programs, as well as by capturing, monitoring and reporting safety
incidents across each of the operating divisions.
Safety performance is a key performance indicator (“KPI”) for all employees who are entitled to short term
incentive bonuses. The performance measure for the 2010 financial year was lost time injury frequency rate
(“LTIFR”). Targets are set for each operating division and a cumulative target is determined for Asciano.
Asciano will have a new focus on medical treatment injury frequency rates (“MTIFR”) for the 2011 financial
year as well as allowing divisions the flexibility to incorporate a broader set of measures including lead and lag
indicators in their STIs which are relevant to their business.
Asciano’s Safety Committee includes all Divisional Directors, the MD and CEO and other senior executives.
This committee meets on a regular basis to address safety issues across the company. The Safety Committee
continues to develop safety initiatives to build on employees, awareness of the importance of safety.
Asciano is committed to the prevention of injury and illness through providing a safe and healthy working
environment.
Workers compensation and occupational health and safety coverage across the businesses is provided via two
self-insurance licences (one under Comcare jurisdiction and the other under New South Wales jurisdiction) and
39 separate commercial insurance policies.
The organisation has a comprehensive and proactive Integrated Safety Management System which promotes a
risk management approach that includes hazard identification, risk assessment and risk control for the
prevention of workplace injuries and illnesses. Asciano has progressed to tier two status under Comcare
jurisdiction.
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Safety, health and environment policy and procedures have been developed and implemented to ensure the
health, safety and welfare of workers underpin the Integrated Safety Management System, and are in line with
the prescribed requirements of the Safety, Rehabilitation and Compensation Act 1988, the Occupational
Health and Safety Act 1991 and all other applicable Australian occupational health and safety legislation. They
also ensure compliance with the requirements of each of the state-based rail regulators. The safety, health
and environment policy and procedures also support Asciano’s other compliance responsibilities in areas of
the environment and the transportation of dangerous goods. In the event of a workplace incident or injury,
Asciano will conduct an investigation under a spirit of “no fault”. The purpose of the investigation is to identify
and review the cause of an injury or illness. This in turn allows relevant risk controls to be implemented to
prevent further incidents from occurring.
Rail safety regulation
Asciano holds rail safety accreditation through its Pacific National business in all five mainland Australian
states and the Northern Territory, and through its Patrick Port Logistics business in three states being New
South Wales, Victoria and South Australia. Asciano has operated in compliance with all material conditions of
accreditation. Significant improvements in rail safety performance and regulatory compliance audit outcomes
have been achieved during the financial year.
Environmental regulation

Asciano’s operations are subject to significant environmental regulation under federal, state and territory
legislation in relation to its environmental compliance for all its rail and port operations, incident management
and emissions reporting.
Asciano is committed to achieving a high standard of environmental performance. It ensures that all current
legislative requirements are met and supports this with audits, training, promotion of employee awareness,
comprehensive business unit, site environmental management plans, environmental incident response and
management plans. These are managed through the executive risk committee, which is responsible for:
•

setting and communicating environmental standards and compliance requirements;

•

identifying where remedial actions are required and implementing action plans;

•

managing environmental incidents to ensure compliance with regulations and standards; and

•

monitoring performance against licence conditions reported to the various federal, state and territory
regulators on a regular basis.

Compliance with the requirements of environmental regulations and with specific requirements of site
environmental licences was achieved, with no significant breaches across all operations.
Security regulation
Asciano has developed and implemented general and anti-terrorist security management plans and strategies
to identify potential security threats, implement appropriate counter measures, and enable full compliance
with new federal, state and territory security legislation. Within this security context, Asciano conducted a
simulated security exercise involving stakeholders, including security regulator representatives, to test and
improve preparedness and emergency response.
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Sustainability, climate change and energy
Asciano believes that an effective sustainability plan forms an important element in ensuring that it maintains
its market leadership position. The Asciano sustainability mission is:
Asciano strives to meet stakeholder expectations on sustainability. Asciano operates responsibly according to
commercial, regulatory and ethical principles in order to maximise commercial opportunities and
minimise/prevent harm to people and the environment.
This mission supports the values of Asciano:
•

safety first, financial success, teamwork, and customers;

•

ensuring Asciano effectively applies safety laws, standards, hazard reduction techniques, and safe working
procedures to reduce risk and exposure of its employees, contractors and the public to harm;

•

ensuring effective use of energy, natural resources and minimising the emission of carbon dioxide
equivalent (“CO-2e”) and damage to the environment as a consequence of its operations;

•

gaining government support for improved rail transport infrastructure and policies;

•

assisting in achieving a competitive advantage for rail in providing product differentiation and superior
customer service from a lower carbon footprint and associated services and cost savings;

•

supporting the communities in which Asciano operates so that it has their continued support in the
conduct of its operations; and

•

demonstrating Asciano is a responsible organisation to allow Asciano to better interact with and work cooperatively with its customers, government, communities and other stakeholders.

Environmental sustainability is an important issue for Asciano and it is well positioned with its current mix of
logistics services. With lower carbon footprint transport options from its rail operations and facilitation of sea
transport, Asciano is able to provide lower carbon footprint logistics solutions for supply chains.
In the last year, there have been increased requests for carbon footprint information by customers as they
seek to understand the cost impacts of a future carbon price on their product to market, as well the total
carbon footprint of their product. Asciano has an ongoing program to develop its systems and processes to
further respond to these stakeholder needs.
Asciano is required to comply with the National Greenhouse and Energy Reporting Act 2007 (“NGER Act”).
Asciano met its reporting obligations for the NGER Act by the required deadline of 31 October 2009. The
processes used for collating CO-2e data were verified by an external party.

The amount of CO-2e produced by Asciano’s operations in the 2009 financial year reduced 5.4% compared
with the prior year levels. This reduction was a result of the downturn in the economy, reducing the amount
of energy used in Asciano, the implementation of energy saving initiatives and minor changes to internal
carbon reporting processes to meet the reporting requirements of the NGER Act.
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The graph below shows a comparison of the CO-2e produced by Asciano in the 2008 and 2009 financial years:

Tonnes of Scope 1 and 2 CO-2e emissions

1,026,045

85,100

2009

1,096,537

77,891

Scope 1 emissions

1
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2
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1

Direct emissions from direct energy use (e.g. diesel, petrol, gas) and sulfurhexaflouride use in electrical
switching gear.

2

Indirect emissions from electricity use.

A delay in the introduction of the Carbon Pollution Reduction Scheme has not changed Asciano’s preparation
plans. The delay instead provides opportunity to further improve the internal reporting of energy use metrics,
the development of supporting IT systems and the ability for Asciano to manage any future carbon permit
liability. The mechanisms to manage and recover any carbon costs will continue to be addressed.

With the delay in the introduction of a price on carbon, in the 2009 financial year the Prime Minister’s Task
Group on Energy Efficiency (“Task Group”) reviewed short term policy and infrastructure options to reduce
Australia’s energy intensity. Asciano provided a submission to the Task Group which included suggested policy
and infrastructure measures to reduce transport energy use. Asciano continues to work with various
government and industry associations to encourage the improvement of transport infrastructure and related
policies that lead to increased efficiency and decreased energy intensity.
In December 2009, Asciano completed its first year of assessments for the federal government Energy
Efficiency Opportunities (“EEO”) scheme. The EEO scheme requires Asciano to assess 80% of its energy used
and identify all energy reduction initiatives with up to a four year payback period. The mandatory public
report on Asciano’s first year EEO scheme findings has been placed on the Asciano website. All compliance
requirements of the EEO scheme were met for the 2009 reporting year.
An outcome of this compliance is that funded energy reduction initiatives identified in EEO compliance are
used to set internal energy reduction targets for each relevant business unit. This ensures that identified
achievable targets are set and managed for implementation.
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Energy reduction assessments in the 2009 reporting year assessed 1,298,522 gigajoules (8.6%) of the
14,988,042 gigajoules of energy used in the year by Asciano. These assessments identified energy reduction
initiatives to be implemented that will save 46,981 gigajoules.

In response to assessing the risks and impacts of climate change, during the year Asciano engaged with the
federal government project team for the National Infrastructure Climate Change Adaptation Risk Assessment
(“NICCARA”) project. The NICCARA project is currently reviewing climate change risks and impacts on
transport infrastructure. Asciano has been assisting the assessment team regarding the operational impacts of
climate change.
Asciano continues to review the opportunities and threats that physical climate change presents for its
operations and its markets. Climate change and carbon risks are reported to and managed by the executive
risk committee.
In communicating Asciano’s climate change response, Asciano has for the second year, provided a response to
the annual questionnaire from the Carbon Disclosure Project investor group.
There were no breaches to environmental sustainability related legislation during the 2010 financial year.
5.5 Governance policies

Relevant policies and
charters
(see www.asciano.com)

•
•
•

Securities Trading Policy
Disclosure Policy
Auditor Independence Policy

An annual review of Asciano’s governance policies has been conducted which resulted in some amendments
to the above policies to ensure they remain relevant and up to date.
Code of Conduct
A company-wide Code of Conduct has been drafted and will be finalised and implemented in the 2011
financial year. Employees in all divisions will be expected to comply with the Code of Conduct. Asciano has
also adopted a set of values that communicate what Asciano expects of all its employees, including Directors.
Trading in securities
The Board has adopted and implemented a Securities Trading Policy that sets out the circumstances in which
Directors and employees may deal in Asciano securities.
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In accordance with the prohibition in the Corporations Act 2001, the Securities Trading Policy states that
Directors, senior executives and employees may not trade in Asciano securities at any time if they are in
possession of inside information. The policy prohibits Directors and employees from trading or procuring
trading in Asciano securities and from entering into transactions in financial products that operate to limit the
economic risk of holding Asciano securities except during specified “trading windows”, which are generally
following the AGM, half and full year results announcements and other major announcements, unless they
obtain special clearance. In addition, any proposed trades by Directors and senior executives outside of
“trading windows” are unlikely to be approved unless there are exceptional circumstances and will, in general,
not be approved in the period leading up to the half and full year results announcements.

Under the Securities Trading Policy, Directors and employees are also prohibited from dealing in the securities
of other companies, with which Asciano may have a close commercial relationship, where they are in
possession of inside information.
Continuous disclosure
Asciano is committed to providing timely, open and accurate information to all of its stakeholders including
securityholders, regulators and the investment community.

The Board has adopted a Disclosure Policy that sets out Asciano’s approach to continuous disclosure and to
external announcements generally. The policy provides an outline of Asciano’s continuous disclosure
obligations and sets out the measures Asciano has implemented to ensure compliance with these
obligations, including listing the kind of matters that would generally require disclosure. The policy also
provides guidelines for the management of external announcements and specifies Asciano’s authorised
spokespeople.
Auditor independence
The Board has adopted an Auditor Independence Policy that sets out Asciano’s policy in relation to the
engagement of the external auditor for audit and non-audit services. It outlines the process for the approval
of certain non-audit services that are not prohibited but which are considered material.
The Audit and Risk Committee is highly cognisant of the need for Asciano to maintain an independent auditor.
Securityholder communications
Asciano is committed to the delivery of timely and relevant information to its securityholders and to the
broader investment community. Securityholders are provided with access to online half yearly and annual
reports and have the option of receiving hard copies of these documents if required. The website also
provides a broad range of information about Asciano and is updated regularly. All Asciano announcements are
made available on the website and securityholder and investor events are webcast.
The Board encourages full participation by securityholders at the AGM to ensure accountability and
transparency. The external auditor will attend the AGM to answer securityholder queries about the auditor’s
report.
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6.1 Chairman’s letter
Dear Securityholder,

On behalf of the Board of Asciano Limited and the Asciano Remuneration Committee, I am pleased to present
to you the Asciano 2010 Remuneration report. The Board has worked closely with management to redesign this
year’s report, with a focus on making it easier to read and understand. We received positive feedback last year
on the inclusion of our ‘take-home’ pay table and we have again included this voluntary disclosure in an effort
to clarify the real value of our executives’ take-home pay.
This report outlines Asciano’s remuneration policy and framework, and illustrates how Asciano’s performance
for the 2010 financial year has resulted in the reported remuneration outcomes.
Executive remuneration has continued to be a key focus in Australian listed organisations over the last 12
months. The Remuneration Committee has continued to take positive steps this year to ensure the Company’s
remuneration program remains focused on driving and rewarding executive performance for the achievement
of the Company’s strategy and business objectives, and ultimately the creation of long term growth in
securityholder wealth.
In particular, I want to highlight to you the following changes to Asciano’s remuneration framework:
•

the Remuneration Committee reviewed the Long Term Incentive (“LTI”) plan and determined that relative
total securityholder return (“TSR”) is the most appropriate metric to drive long term performance and
enhanced securityholder returns, and will be the sole performance hurdle under the plan for the 2011
financial year;

•

the comparator group for measuring the relative TSR hurdle under the LTI Plan has also changed from a
Standard & Poor’s (“S&P”)/ASX 200 (less financials and resources) comparator group to a S&P/ASX 100
(less financials and resources) comparator group to reflect Asciano’s current market positioning; and

•

strengthened performance management processes have been deployed across Asciano’s businesses to
ensure individual performance and behaviours are linked to final Short Term Incentive (“STI”) outcomes.

Further detail on the remuneration framework and key developments is contained throughout the
Remuneration report.
We have also secured the ongoing services of our MD and CEO, Mark Rowsthorn, following the expiry of his
initial three year services deed on 15 June 2010. Under his new arrangements, the Company has agreed to pay
Mark a one-off retention payment of $900,000 which is payable after completion of the 2011 financial year.
This payment was agreed, in part, in return for Mark agreeing to the extension of his term and for forgoing a
very lucrative multi-million dollar termination payment benefit under his previous deed.
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Despite the challenging market conditions, Asciano continues to perform strongly. The company achieved an
impressive improvement in earnings before interest, tax and significant items for the year of $57.3 million and
achieved a TSR of 24% for the 2010 financial year. Accordingly, the financial component of the short term
incentive measures (which is largely dependent on EBIT performance) vested in full for the 2010 financial year.
However, given the Company’s share price record since de-merger and the $8.43 exercise price of the 2007 LTI
options, those options will likely lapse and/or have zero value. Accordingly, the executives have forgone that
part of their at-risk remuneration, reflecting the fact that securityholders have not realised adequate returns
over that performance period.
I hope you will find this year’s format for the report to be user-friendly and informative.
Yours faithfully
Chris Barlow
Chairman, Asciano Remuneration Committee
6.2 Take home pay of the Executive Director and executives for the year ended 30 June 2010
The following table sets out details on the take home pay of Asciano’s continuing Executives i.e., the current
gross salary package and actual incentives earned in the 2010 financial year. It has been included to give
securityholders a better understanding of the amounts Executives actually received (or were entitled to
receive) for each component of remuneration during the 2010 financial year.
Accounting standards require that the expense relating to instruments be reflected over the ‘performance
period’, notwithstanding that the Executive may never receive any actual value from such a grant. Under
Asciano’s LTI arrangements, the value ultimately received will depend on the security price at the time the
option is exercised.
This disclosure is in addition to that contained on page 38 in the Remuneration report.
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Vested long
term incentive3

Total

Performance
related
remuneration

Executive Director
Mark Rowsthorn
MD and CEO

Short term
incentive2

2010 remuneration components
$

Fixed annual
remuneration1
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6. Introduction to executive remuneration - unaudited (continued)

1,815,000

1,989,240

-

3,804,240

52%

Executives
Paul Garaty
Director Container Ports

700,000

-

-

700,000

0%

Chris Keast4
Director Intermodal

650,000

184,725

-

834,725

22%

Saul Cannon
Director Commercial and Legal

500,000

164,400

-

664,400

25%

David Irwin
Director Coal

450,000

184,395

-

634,395

29%

Steven Ford
Director Auto Bulk and General

450,000

166,800

-

616,800

27%

1

Fixed annual remuneration based on current gross salary package, which includes base salary,
superannuation contributions and the value of non-salary benefits provided to the executive (inclusive of all
applicable taxes).

2

The STI amount represents the actual STI to be paid in September or October 2010 based on performance
over the 2010 financial year.

3

The value of the vested entitlement for the 2010 financial year is zero, as no options have vested under
Asciano’s LTI Plan in the period. The options granted to Executives in 2007 with a performance period 1 July
2007 to 30 June 2010 will lapse as the performance hurdles were not met.

4

The STI amount is pro-rated for the service period in the 2010 financial year, as Chris Keast commenced
employment in September 2009.
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The information provided in the Remuneration report has been audited as required by Section 308 (3C) of the
Corporations Act 2001.
7.1 Key Management Personnel

This Remuneration report outlines the remuneration arrangements in place for the key management
personnel (“KMP”) of Asciano, which comprises all Directors (Executive and Non-Executive) as well as those
executives who have authority and responsibility for planning, directing and controlling the activities of
Asciano. In this Remuneration report, “Executives” refers to the KMP, other than the Non-Executive Directors,
and the five highest remunerated senior managers.
The following were KMP of Asciano during the 2010 financial year and unless otherwise indicated were KMP
for the entire year:
Non-Executive Directors
Malcolm Broomhead
Chris Barlow
Bob Edgar
Peter George
Geoff Kleemann
Tim Poole

Chairman (Non-Executive) - appointed 22 September 2009
Non-Executive Director
Non-Executive Director - appointed 22 September 2009
Non-Executive Director
Non-Executive Director - appointed 22 September 2009
Chairman (Non-Executive) - retired 23 October 2009

Executive Director
Mark Rowsthorn

MD and CEO

Executives
Paul Garaty
Chris Keast
Saul Cannon
David Irwin
Steven Ford

Director Container Ports
Director Intermodal - appointed 14 September 2009
Director Commercial and Legal
Director Coal
Director Auto, Bulk and General

Former Executives
Don Telford
Peter McGregor
Doug Schultz

Chief Operating Officer - retired 1 January 2010
CFO - resigned 30 April 2010
Divisional General Manager - Container Ports - resigned 14 August
2009

7.2 Executive Director and Executives’ remuneration
Remuneration philosophy and framework
The purpose of Asciano’s remuneration philosophy is to ensure that the remuneration package properly
reflects the executive’s duties, responsibilities, and level of performance. It also ensures that remuneration is
market competitive in attracting, retaining and motivating people of the highest quality.
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Asciano’s Remuneration Committee is committed to continually reviewing and improving the remuneration
framework to ensure that a robust link exists between executive reward and business performance, and that
employee reward drives desired behaviours. To assist in exercising its responsibilities, the Remuneration
Committee receives independent advice on matters such as remuneration strategies, mix and structure.
The key principles that govern Asciano’s remuneration framework and the design of our reward programs are
to:
•

ensure remuneration outcomes are linked to the achievement of individual, business unit and Asciano
objectives over the short and long term;

•

ensure the total remuneration package is market competitive in attracting, motivating, retaining and
appropriately rewarding high performing executives and employees; and

•

be clear, simple to understand and acceptable to all stakeholders.

Overview of remuneration framework and components as a proportion of total remuneration
Components of Total Employment Remuneration (“TER”) are as follows:

•
•
•

Fixed Annual Remuneration

Short Term Incentive

Long Term Incentive

(“FAR”)

(“STI”)

(“LTI”)

Fixed salary
Superannuation
Salary-sacrificed nonmonetary benefits

•
•

Annual cash incentive
Executives at designated
Supervisor levels eligible for
an STI payment subject to
financial and individual
performance

•
•

Grant of options
Executives with
responsibility for
significant group
outcomes invited to
participate

The table below outlines executive FAR and target performance-based remuneration as a proportion of total
remuneration, for the 2010 financial year:

MD and CEO
Average of remaining KMP

FAR
%

STI
%

LTI
%

34
66

33
18

33
16
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Overview of remuneration components
An overview of the elements of executive remuneration for the 2010 financial year is set out below. The key
developments and approach for the 2011 financial year are highlighted throughout the report.

Element

Overview of remuneration component

FAR

•

Comprises salary, superannuation and salary-sacrificed non-monetary
benefits

•

Market competitive and determined by reference to S&P/ASX 100 Index
companies with consideration given to individual performance, skills and
experience
Positioned to deliver fixed annual remuneration no greater than the 75th
percentile according to external benchmarking guidelines

STI

LTI

•

•

12 month performance period

•

Primary objective is to align STI with financial and operational performance

•

Focused on safety, earnings before interest and taxes (“EBIT”), return on
capital employed and EBIT margin, with inherent link to employee
performance
Positioned to deliver total STI rewards at lower, market and upper quartile
levels dependent on the executive’s position.

•

•

Three to four year performance period

•

Primary objective is to align LTI with group performance and creation of
growth in securityholder wealth

•

Eligibility is limited to key executives with responsibility for significant
Asciano outcomes

•

Positioned to deliver issued value using a Board approved internal
framework which considers appropriate benchmarking and the executive’s
position.

Page
28

28-31

32-35
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Fixed Annual Remuneration

New developments: 2011 financial year
Continue to review FAR levels to ensure alignment with market
competitiveness, individual capability, skills, experience and
economic indicators.

FAR consists of base compensation (calculated on a total basis and includes fringe benefits tax charges related
to employee benefits including motor vehicles), as well as contribution to superannuation plans. The level of
FAR for KMP has been determined with reference to executive pay in S&P/ASX 100 Index companies, taking
into account the individual’s performance, responsibilities, and their level of knowledge, skills and experience.
Asciano targets FAR at the median to 75th percentile of that of its market competitors, and benchmarking of
executive remuneration has been conducted during the reporting period.
Remuneration levels for executives are reviewed annually through a process which considers individual
performance and overall performance of Asciano. External consultants also provide analysis and guidance
both to the Company and independently to the Board, to ensure executive remuneration levels remain
competitive and in line with current market trends.
Short Term Incentive

New developments: 2011 financial year
Strengthened performance management processes deployed across
Asciano businesses to ensure employee performance and
behaviours are linked to STI outcomes.

Actual Performance
Asciano’s overall financial performance in the 2010 financial year exceeded the target level set by the Board
and, accordingly, the financial component of our STI program was more then fully met. This enabled the
financial performance multiplier to be applied to this performance measure, resulting in some Executives
achieving above the allocated percentage weighting for the financial component of STI.
This performance was achieved on the basis of Asciano’s EBIT before significant items of $439.6 million for the
year ended 30 June 2010 (2009: $382.3 million) representing an improvement of $57.3 million in the year. The
Return on Capital Employed (“ROCE”) and EBIT margin performance clusters were also fully met during the
year.
Asciano’s safety performance, measured by LTIFR was 10.6% for the financial year, which did not meet the
target set by the Board. Accordingly 10% of the STI measured against this target was forfeited.
Specific information relating to the actual STI payable, as well as the percentage forfeited by executives is set
out in the table on page 31.
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Detail of STI Arrangements
What is the STI and
who participates?

The STI Plan is a cash-based plan that rewards executives (and selected employees)
for achievement of Asciano, divisional and individual performance goals over the
12 month annual performance review period.
The process of determining each executive’s actual STI is outlined below, and the
incentive is based on three factors:

Target
STI ($)

What is the
maximum amount
that executives can
earn?

x

STI key
measures
outcome

x

Performance
review score

=

Actual STI
payable ($)

MD and CEO - Target STI equivalent to 100% of FAR.
Other Executives - Target STI equivalent between 20% - 33% of FAR.
Executives are advised of their Target STI at the start of the financial year. This is a
percentage of their FAR and is based upon their measured job grade, utilising job
grading methodology and general contribution to the profitability of Asciano.
Provided the executive has achieved the required overall annual performance
rating, they will be allocated a performance review score based upon their
achievement against their pre-agreed personal goals. Depending on achievement
against the STI performance measures (outlined below) and the performance
review score allocated to the executive, there is the potential for executives to
receive ‘above target’ awards for exceptional performance.
Executives who do not achieve the threshold annual performance rating are not
eligible to receive an STI payment.
Executives are able to achieve above the STI target allocated, dependent on
financial performance of the Group and/or Division. The EBIT KPI is leveraged up
or down by a financial performance multiplier. The multiplier is uncapped,
commencing at 0.7, provided a threshold of 95% of the EBIT KPI target is achieved.
The financial performance multiplier provides Executives with an increased
incentive to focus on EBIT performance as STI payable increases as EBIT
performance improves.
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What are the
performance
measures?

Why were these
performance
measures chosen?

For the 2010 financial year, the KPIs have been categorised into the
performance clusters set out below:
Performance
cluster
Comment

Allocation

EBIT

This target measures achievement against a set
EBIT target at an Asciano or divisional level.
The EBIT KPI is leveraged up or down by a
financial performance multiplier. The
multiplier is uncapped, commencing at 0.7,
provided a threshold of 95% of the EBIT KPI
target is achieved.

70%

ROCE

This target measures absolute improvement
against a set ROCE target at an Asciano or
divisional level.

10%

EBIT margin This target measures absolute improvement
against a set EBIT margin target at an Asciano
or divisional level.

10%

Safety

10%

This target measures absolute improvement
against a set LTIFR target at an Asciano or
divisional level.

The Board believes the above performance measures appropriately reflect
Asciano’s current strategic priorities and value creating activities.
In determining performance measures for the STI, the Board is keen to
ensure an appropriate mix of financial and non-financial targets and to
provide executives a clear line of sight to the targets so that they are able
to effect results through their actions.
The Board considers the financial performance measures to be appropriate
as they are aligned with Asciano’s objectives of delivering profitable
growth which flows through to improved shareholder returns.
Asciano’s strategic business goals cascade from the EBIT target which
measures the underlying financial performance of each of the business
units.
In addition, the ROCE measure indicates the efficiency and profitability of
Asciano’s capital investments, a measure which is particularly suited to
Asciano’s capital intensive business units.
The non-financial measures encourage executives to act in alignment with
Asciano’s corporate philosophy - particularly Asciano’s continued focus on
providing a safe workplace for its employees.
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How and when is
performance
assessed?

What happens to the
STI award on
cessation of
employment?

The STI payable is determined after the preparation of the financial
statements each year (in respect of the financial measures) and after the
executive’s performance review score is determined by the MD and CEO
(in the case of the MD and CEO, by the Board).
The STI for the 2010 financial year is paid entirely in cash with no deferral.
STI payments are generally made to Executives in September or October.
In general, where an executive’s employment is terminated by the
Company ‘without cause’ during the course of a performance year, the
executive is entitled to a pro-rata STI for that proportion of the current
financial year elapsed on the termination date.
In general, where an executive’s employment ceases by reason of
resignation, any STI opportunity lapses. However, any payment in this
instance is at the discretion of the Board.

The actual STI payable, the percentage of the total STI payable and the percentage of the STI forfeited by
Executives for the 2010 financial year were as follows:
Actual STI payable
$

% of target STI
payable

% of target STI
forfeited

$1,989,240

110%

0%

Paul Garaty

-

-

100%

Chris Keast

$184,725

123%

0%

Saul Cannon

$164,400

110%

0%

David Irwin

$184,395

123%

0%

Steven Ford

$166,800

111%

0%

2010
Executive Director

Mark Rowsthorn
Executives
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Long Term Incentive

New developments: 2011 financial year
Single performance hurdle adopted being relative TSR of a peer group of
companies in the S&P/ASX 100 Index, measured over a 3 to 4 year period.

Actual Performance: 2010 financial year

Asciano’s TSR performance measured from 1 July 2009 to 30 June 2010 was 24%.
However, given Asciano’s share price record since de-merger and the $8.43 exercise price of the 2007
LTI options, the options granted to executives in 2007, with a performance period 1 July 2007 to 30
June 2010, will likely lapse and/or have zero value.
Detail of LTI arrangements
What is the LTI Plan
and who
participates?

The Asciano LTI Plan is the long term incentive component of remuneration for
selected executives with responsibility for significant Asciano outcomes. Under
the Plan, executives are granted options, with a right to acquire a security in
the future at a specified exercise price, subject to achievement of certain timebased and performance-based vesting conditions.
The LTI Plan is designed to:
•
align executive interests with those of Asciano’s securityholders;
•
incentivise executives to drive Asciano’s security price above the exercise
price of the options;
•
allow the executives to share in the growth in value of Asciano; and
•
assist Asciano in building a performance-oriented culture over the long
term.

How is the number
The target LTI is determined using a Board approved internal framework which
of options to be
considers appropriate market benchmarking, and the executive’s seniority and
granted determined? contribution to the profitability of Asciano.
The number of options issued to each executive is calculated by dividing their
target LTI by the valuation per option.
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What are the
performance hurdles
and why were they
chosen?

The options granted in the 2010 financial year are subject to two performance
hurdles:
1. EBIT growth per security
75% of options are conditional on the level of growth in Asciano’s EBIT per
security relative to growth in GDP over a three year period.
Performance against the EBIT growth target over the performance period
hurdle is determined in accordance with the vesting schedule below:
Average compound annual growth rate

Percentage of options that will vest

Less than 2 times domestic GDP growth

Zero vesting

2 times domestic GDP growth

50% vesting

Greater than 2 times domestic GDP
growth but less than 2.5 times domestic
GDP growth

Pro-rated vesting between 50% and
100%

2.5 times domestic GDP growth or more

100% vesting

This vesting schedule has been chosen because of the recognition of the
correlation between Asciano’s EBIT growth and growth in GDP.
2. Relative TSR
The vesting of the remaining 25% is conditional on Asciano’s TSR performance
relative to companies in the S&P/ASX 200 Index (excluding resources and
financials) over a three to four year period. This peer group has been chosen
because the Board believes that it represents a broad-based comparator group
which appropriately reflected Asciano’s market positioning at the time of
approval of the LTI grant in 2009.
Percentile ranking

Percentage of options that vest

Less than the 50th percentile

Zero vesting

Equal to the 50th percentile

50% vesting

Between the 50th and 75th percentile

An additional 2% of options will
vest for each 1 percentile increase
above the 50th percentile

Equal to the 75th percentile or above

100% vesting

This vesting schedule was chosen to ensure that executives are only rewarded
when Asciano’s TSR is at least at the median against certain S&P/ASX 200 Index
companies.
The Remuneration Committee determined that the use of these performance
hurdles was appropriate given that the options have an inherent performance
hurdle linked to growth in Asciano’s security price. That is, the options also
have an additional performance hurdle in that even if options vest, they are not
able to be exercised by an executive unless the security price is above the
exercise price. Accordingly, the executives will only be rewarded if Asciano’s
securityholders are similarly rewarded.
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What is the
performance period
and when do options
vest?

Are there any
restrictions on the
trading of the shares
once vested?

Options vest over a three to four year period, subject to achieving the timebased and performance-based vesting conditions described above.
For the grant of options made during the year, this performance period
commenced on 1 July 2009, with testing dates on 30 June 2012 (for both
hurdles) and 30 June 2013 (for the TSR hurdle).
Any options which do not vest at the end of the applicable performance period
will lapse.
Yes. Any stapled securities acquired upon exercise of vested options will be
subject to a holding lock (which means the relevant executive cannot transfer
or otherwise dispose of the securities) for 7 to ten years from the date the
options are granted.
The Board may lift this restriction on trading in securities upon application by
an executive in exceptional circumstances.
In addition, Asciano’s Securities Trading Policy prohibits Executive Directors
and Executives from entering into transactions or arrangements that transfer
the risk of any fluctuation in the value of options obtained under the LTI Plan
during the period in which the options have not yet vested.
All trading must be confined to trading windows as defined by the Securities
Trading Policy and the Company Secretary must be notified.

Is any amount
payable on grant of
the options?

No amount will be payable in respect of the grant of the options.

What is the exercise
price of the options?

Vested options will have an exercise price which is based on the average
trading price of stapled securities on the ASX over the 10 trading days
immediately prior to the date the invitation to Asciano executives was made.
The exercise price for options granted in October 2009 is $1.52 per security.

What happens on a
change of control of
the Company?

In accordance with the plan rules, the Board has discretion to waive any vesting
conditions attached to the options.

What happens if the
executive ceases
employment?

Where an executive ceases employment with Asciano, any unvested options or
any vested options that have not been exercised within the required period will
lapse, except in specified circumstances in accordance with the Plan Rules.
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7. Remuneration report - audited (continued)
2010 LTI grant (to be made during the 2011 financial year)
The 2010 grant under the LTI Plan was made to participants in July 2010. The Board has approved the
adoption of a single performance hurdle, which is based on Asciano’s TSR relative to a peer group of
companies in the S&P/ASX 100 Index. The change to the comparator group more accurately reflects Asciano’s
current market positioning.
The Board believes that TSR as a performance measure is both transparent and robust (i.e. it is not subject to
the exercise of judgment or interpretation) and is generally well understood by both securityholders and
management, thereby providing a ‘real’ incentive to participants. A relative (rather than absolute) measure is
also ‘self levelling’, in that it neutralises the impact of overall market movements, and is not skewed by
economic cycles.
Other arrangements – MD and CEO
As announced to the ASX on 11 June 2010, Asciano entered into a new Executive Services Agreement with the
MD and CEO, Mark Rowsthorn, upon the expiry of his previous fixed term Services Deed on 15 June 2010.
In return for forgoing certain sizeable termination benefits under his existing Services Deed, and agreeing to
the extension of his term during a period when the Company is undertaking the simplification of the corporate
structure, further progressing its medium term debt strategy and recruiting the services of a new CFO, the
Company agreed to pay Mark Rowsthorn a one-off signing and retention bonus of $900,000, which will be
payable to him after completion of the 2011 financial year.
Service agreements – KMP
All service agreements for the KMP are for unlimited duration, with the MD and CEO entering into a new
contract commencing 15 June 2010.
The company may terminate an Executive’s employment by providing 6 months’ notice (or making payment in
lieu) and, in the case of the MD and CEO, the Company must make a severance payment equivalent to 12
months’ base salary. The company may terminate immediately for misconduct or where there is a material
breach of contract.
Each of the executives (including the MD and CEO) may terminate by giving 3 or 6 months’ notice to the
Company depending on the individual’s service agreement.
Under his service agreement, the MD and CEO is subject to a 6-month post employment restraint and a 12month non-solicitation clause.
Each of the service agreements of current KMP (excluding Mark Rowsthorn) were entered into prior to the
amendments to the Corporations Act 2001 regarding the payment of benefits on termination, and which came
into effect on 24 November 2009. In accordance with the Federal Government’s intentions, entitlements
under the pre-existing contracts will, in general, not be subject to the new limits on termination payments.
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The new agreement entered into with Mark Rowsthorn, as announced to the ASX on 11 June 2010, has been
drafted to comply with the new legislative provisions. The Company is also mindful that the new provisions will
apply to agreements entered into with any new KMP.
7.3

Non-Executive Director remuneration

Policy objective

Comment

Aggregate fees approved by
shareholders

The current aggregate fee pool for Non-Executive Directors of $1.5
million was approved by shareholders at the 2009 AGM.
Board and committee fees, as well as statutory superannuation
contributions made on behalf of the Non-Executive Directors, are
included in the aggregate fee pool.

Promote independence and
objectivity

Non-Executive Directors receive a cash fee for service.
To preserve independence and impartiality, Non-Executive Directors do
not receive any performance related remuneration or any retirement
benefits other than statutory superannuation.

Regular reviews of remuneration

Non-Executive Director fees are determined by the Board by reference to
non-executive director fees paid by S&P/ASX 100 Index companies,
whilst also considering the responsibilities, skills and workload of the
Non-Executive Directors.
The Non-Executive Director fees and the fee pool amount are currently
being reviewed and it is likely an increase to the fee pool will be sought
at the 2010 AGM to accommodate the appointment of additional NonExecutive Directors.

The table below shows the structure and level of Non-Executive Director fees for the year ended 30 June 2010:
Fee
Board/committee
Role
$
Board

Chairman
Member

525,000
150,000

Audit and Risk Committee

Chairman
Member

20,000
10,000

Remuneration Committee

Chairman
Member

20,000
10,000

Nomination and Succession Planning Committee

Chairman1
Member

10,000

1

The Chairman of the Board is currently Chairman of the Nomination and Succession Planning Committee and
no additional fee is payable for this role.
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Remuneration of Non-Executive Directors for the year ended 30 June 2010

Short-term
benefits

Sub-total

Postemployment
benefits

Total

Year

Fees

Nonmonetary
benefits

Malcolm Broomhead1
Independent Chairman

2010
2009

340,699
-

-

340,699
-

32,591
-

373,290
-

Chris Barlow
Independent Director

2010
2009

177,958
115,000

-

177,958
115,000

-

177,958
115,000

Bob Edgar1
Independent Director

2010
2009

124,242
-

-

124,242
-

10,905
-

135,147
-

Peter George2
Independent Director

2010
2009

157,398
110,092

-

157,398
110,092

13,875
9,908

171,273
120,000

Geoff Kleemann1
Independent Director

2010
2009

128,543
-

-

128,543
-

11,192
-

139,735
-

Tim Poole3
Independent Chairman

2010
2009

104,562
336,255

-

104,562
336,255

5,476
13,745

110,038
350,000

Total

2010
2009

1,033,402
561,347

- 1,033,402
561,347

74,039
23,653

1,107,441
585,000

$

Superannuation

Non-Executive Directors

Former Non-Executive Director

1

Appointed as a Non-Executive Director by the Board of Directors of Asciano Limited during the 2010 financial
year.

2

In the 2009 financial year, Peter George received $184,062 in respect of consulting services performed in
relation to overseeing Asciano’s efficiency review.

3

Resigned as a Non-Executive Director effective 23 October 2009.
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MD and CEO and Executives remuneration
Set out in the following table is the remuneration for the Executive Director and Executives for the year ended
30 June 2010:
Postemployment
benefits

Sub-total

Superannuation

Long service accrual

Termination
payments

Equity-settled

Values of options as
a % of total
remuneration

19,071
100,000

34,913
45,068

-

959,582
8,370

19
-

3

Non-monetary
benefits

3,983,067
2,512,162

2

25,829
30,042

1

1,934,665 2,022,573
1,740,442 741,678

Salary and fees

Year

$

Security based payments

Cash incentive

Short-term benefits

Other
long
term
benefits

Executives
4

Mark Rowsthorn
MD and CEO

2010
2009

Executives
Paul Garaty
Director Container
Ports

2010
2009

698,407
464,435

129,750

26,250
23,866

724,657
618,051

24,194
43,001

56,586
12,166

-

94,569
27,068

11
4

Chris Keast
Director Intermodal

2010
2009

490,326
-

184,725
-

1,521
-

676,572
-

12,051
-

973
-

-

55,851
-

7
-

Saul Cannon
Director Commercial
and Legal

2010
2009

469,637
503,324

164,400
150,000

18,879
17,778

652,916
671,102

14,461
13,745

6,197
12,166

-

100,073
10,349

13
1

David Irwin
Director Coal

2010
2009

409,604
422,646

184,395
135,000

36,961
37,574

630,960
595,220

16,175
15,458

14,797
10,915

-

62,129
20,831

9
3

Steven Ford
Director Auto, Bulk
and General

2010
2009

399,161
413,528

166,800
108,750

3,292
-

569,253
522,278

50,000
40,076

9,029
7,500

-

64,881
12,472

9
2

2010
2009

384,592
762,123

510,000
451,200

1,742
12,574

896,334
1,225,897

53,666
106,615

- 1,671,458
21,674
-

68,597

5

2010
2009

511,013
560,333

360,000
196,500

1,936
8,668

872,949
765,501

14,461
13,745

12,299

489,158
-

85,030

10

Doug Schultz
DGM Container Ports

2010
2009

27,327
402,305

136,766
45,000

25,969

164,093
473,274

50,000
100,000

7,211

574,535
-

18,709

3

Total

2010
2009

5,324,732 3,729,659
5,269,136 1,957,878

116,410
156,471

9,170,801
7,383,485

254,079
432,640

122,495 2,735,151
128,999

1,337,085
251,426

Former Executives
5

Don Telford
Chief Operating
Officer
6

Peter McGregor
CFO
7
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1

Salary and fees includes cash salary and accrued annual leave.

2

The cash incentive amount represents the actual STI to be paid in September or October 2010 based on
performance over the 2010 financial year.

3

Equity-settled remuneration is comprised of options and rights expense net of writebacks for lapsed options.

4

The cash incentive for Mark Rowsthorn includes an accrued amount of $33,333 in relation to the portion of
his retention payment of $900,000 attributable to the period of service from 15 June 2010 to 30 June 2010.
This is to be paid during the 2011 financial year.

5

Ceased employment effective 1 January 2010.

6

Ceased employment effective 30 April 2010.

7

Ceased employment effective 14 August 2009.

The table below outlines executive FAR and performance-based remuneration as a proportion of total
remuneration, for the 2010 financial year:

FAR

STI

LTI

Total

Performancebased

Mark Rowsthorn
Executives

41

40

19

100

59

Paul Garaty

89

-

11

100

11

Chris Keast

68

25

7

100

32

Saul Cannon

66

21

13

100

34

David Irwin

66

25

9

100

34

Steven Ford

67

24

9

100

33

%
Executive Director

Terms and conditions of outstanding option allocations

The terms and conditions of options granted to KMP during the 2010 financial year are outlined in note 37.
The options enable the participant to acquire the specified number of securities in Asciano provided certain
time-based and performance-based vesting conditions are achieved.
Optionholders are not entitled, through their option holding, to participate in any security issue. The offer to
acquire options relating to securities in Asciano Limited was made by Asciano Limited, whereas the option to
acquire units in Asciano Finance Trust was made by the Responsible Entity.
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Held at 1 July
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Granted during
year1

Fair value of
options granted
($)2

Vested /
exercised
during year3

Lapsed during
year

Held at 30 June
2010
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The table below sets out details of options granted during the year.

3,285,049

3,861,702

2,027,394

-

-

7,146,751

Paul Garaty

240,627

319,149

167,553

-

-

559,776

Chris Keast

-

319,149

167,553

-

-

319,149

Saul Cannon

302,356

319,149

167,553

-

-

621,505

David Irwin

150,130

212,766

111,703

-

-

362,896

Steven Ford

180,994

212,766

111,703

-

-

393,760

431,544

638,298

335,107

-

(1,069,842)

-

2010
Executive Director
Mark Rowsthorn
Executives

Former Executives
Peter McGregor
1

The options were granted to the Executives on 8 October 2009 and to the MD and CEO on 23 October 2009,
following securityholder approval. 75% of the options granted are subject to the EBIT growth hurdle (tested
on 30 June 2012), and the remaining 25% of options granted are subject to the relative TSR hurdle (tested on
30 June 2012 and 30 June 2013). The exercise price per option is $1.52.

2

The options subject to the EBIT growth hurdle have a value per option of $0.53 and have been valued at
grant date using the Binomial model, excluding the impact of the performance hurdle. The options subject
to the relative TSR hurdle have a value per option of $0.51 and have been valued at grant date using a Monte
Carlo simulation, which takes into account the impact of the relative TSR performance hurdle on the value of
the options. The inputs used to value the options are set out in Note 37.

3

No options vested or became exercisable during the year. Accordingly, optionholders were not entitled to
participate in any security issue through their option holding.
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7.4 Additional information
Company Performance – Statutory requirement
The table below summarises key indicators of Asciano’s performance and the effect on shareholder
value since the Company listed in June 2007.
Financial year ended 30 June

2010

2009

2008

EBIT before significant items ($m)

439.6

382.3

422.6

14.2

46.7

59.3

(975.9)

(244.1)

(182.1)

(25.5)

8.8

27.5

-

-

46.0

Closing security price ($ as at 30 June)

1.62

1.34

3.47

ROCE (%)

7.99

6.07

5.23

EBIT before significant items per security (cents)
Net loss after tax ($m)
Parent earnings per security (cents)
Dividends per security (cents)

8. Principal activities
The principal activities of Asciano during the course of the financial year were the ownership and management
of ports and rail assets and associated operations and services. There has been no significant change in the
nature of these activities of Asciano during the year.

9. Operating and financial review
Overview
Asciano delivered 15.0% growth in EBIT before significant items during the 2010 financial year despite
continued volatility in some of its key markets. The benefits of a diverse portfolio of businesses were again
proven with the strength in volumes in the bulk operations offsetting some weaknesses in the containerised
operations.
Despite this strong EBIT growth, Asciano recorded a loss after tax of $975.9 million reflecting the significant
impairment of goodwill and other non-current assets in the year.
Strategic objectives
Asciano continued to implement and progress a number of initiatives to deliver on its key strategic objectives.
Asciano’s strategic framework seeks to deliver value to securityholders in the long term. The primary
elements of Asciano’s strategy and initiatives are:
•

focusing on Asciano’s core businesses and developing new opportunities: demonstrated by the successful
negotiation of key contracts with major customers which will further build on Asciano’s existing strong
market position in rail and ports;
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•

•

maximising returns from existing businesses: demonstrated by the expansion of the coal haulage business,
the achievement of targeted efficiency benefits and the sale of the assets and right to conduct business of
Pacific National Tasmania to the State Government of Tasmania in November 2009; and
optimising Asciano’s capital structure: during the period, Asciano raised $1,833.0 million (net of
transaction costs of $45.0 million) in new capital which was predominantly used to reduce debt to a level
more appropriate to Asciano’s needs. The refinancing was completed in December 2009 with the effect of
reducing net bank debt to $2,534.7 million at 30 June 2010 (30 June 2009: $4,260.0 million).

Equity raising
In September 2008, Asciano issued stapled securities under a Security Purchase Plan (“SPP”) which raised gross
proceeds of $103.8 million. In June 2009, Asciano issued stapled securities which raised gross proceeds of
$572.0 million.
In July and August 2009, Asciano issued additional stapled securities to fund a reduction in debt. The issue of
additional securities was undertaken at a price of $1.10 per security and raised gross proceeds of
$1,878.0 million, and comprised of the following:
•

$427.3 million one-for-one underwritten unconditional accelerated non-renounceable pro-rata
entitlement offer to existing retail investors;

•

$1,350.0 million underwritten conditional placement to institutional, professional and sophisticated
investors; and

•

$100.7 million non-underwritten SPP offer to eligible securityholders.

The following table shows the timing of the allotment and settlement of the components of Asciano’s equity
raising before transaction costs.
Investor
category

Settlement
date

Allotment
date

16 Sep 2008
30 Jun 2009

16 Sep 2008
1 Jul 2009

Number of
securities

Parent
$000

Trust
$000

Asciano
$000

23,634,082
520,019,730

91,793
306,812

11,983
265,210

103,776
572,022

543,653,812

398,605

277,193

675,798

388,442,791
1,227,272,727
91,551,311

229,181
724,091
54,931

198,106
625,909
45,776

427,287
1,350,000
100,707

1,707,266,829

1,008,203

869,791

1,877,994

2,250,920,641

1,406,808

1,146,984

2,553,792

2009
SPP
Allocation interest
2010
Retail entitlement offer
Conditional placement
SPP

Total equity raising

20 Jul 2009
24 Jul 2009
12 Aug 2009

21 Jul 2009
27 Jul 2009
20 Aug 2009
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Debt reduction
During the 2010 financial year, Asciano undertook several initiatives to reduce its indebtedness and extend the
maturity date of its debt facilities. In December 2009, Asciano applied substantially all of the net proceeds of
its equity raising to the prepayment of existing indebtedness. In addition, Asciano negotiated a series of
restructures and extensions of its syndicated bank facilities, which resulted in:
•

the extension of the maturity date of $500 million in indebtedness to December 2014, so that Asciano has
no indebtedness maturing prior to May 2012;

•

the establishment of a $500 million revolving credit facility, which matures in December 2013, which was
fully undrawn as at 30 June 2010; and

•

the removal of prohibitions on borrowing outside the existing bank facilities and provision for the full
discharge and release of all security interests granted in favour of the bank syndicate by Asciano Limited,
the Asciano Finance Trust, and a number of the holding companies directly owned by Asciano Limited.
2010

Maturity

Syndicated term loan
Syndicated revolving credit facility
Syndicated term loan
Syndicated term loan
Capital expenditure facility
Less: cash and cash equivalents

Dec 2014
Dec 2013
May 2012
May 2010
May 2010

Net bank debt
Working capital facilities1

1

Dec 2013

2009

Total
facility
$000

Utilised
$000

Total
facility
$000

Utilised
$000

500,000
500,000
2,250,000
-

500,000
2,250,000
(215,287)

2,250,000
2,250,000
550,000
-

2,250,000
2,250,000
440,600
(680,607)

3,250,000

2,534,713

5,050,000

4,259,993

140,000

119,450

167,462

126,852

3,390,000

5,217,462

All of the utilised working capital facilities are in respect of performance bonds and bank guarantees.

Covenant compliance
Asciano has, at no time in the past, contravened any of its banking covenants and expects to remain fully in
compliance with the requirements of its banking facilities in the future.
Financial performance

Revenue and other income for the 2010 financial year was $2,859.1 million, representing an increase on the
previous financial year (2009: $2,810.3 million) primarily due to the expansion of and increase in demand for
coal haulage services, slightly offset by a reduction in container transport volumes, which impacted the
Intermodal Freight Forwarding and Port Logistics businesses. Profit before finance costs, significant items and
tax of $439.6 million (2009: $382.3 million) was achieved through an ongoing commitment to business
efficiency and reflects the strength and resilience of Asciano’s core businesses and operational capabilities.
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A review of the results for the financial year by operating division is set out below:
•

Coal: revenues were up by 27.5% on the 2009 financial year and EBIT increased to $139.5 million (2009:
$87.1 million) predominantly due to the expansion into the Queensland coal haulage market at the start of
the year and continued strong export demand for coal haulage services in New South Wales;

•

Intermodal: despite revenues decreasing by 7.5% as a result of a drop off in demand for freight forwarding
following the economic downturn in October 2008, EBIT increased to $132.1 million (2009: $107.8 million)
due to a strengthening in demand for steel haulage services from the start of the year and the continued
management of the cost base through efficiency review initiatives;

•

Container Ports: revenues were down by 3.0% and EBIT decreased to $127.7 million (2009: $140.3 million)
due to lower container volumes and reduced demand for containerised transport services within Port
Logistics. In response to a deterioration in the performance of the Port Logistics business, management
has commenced restructuring of the New South Wales and Victoria operations; and

•

Auto, Bulk and General: revenues were down by 2.1% and EBIT decreased to $72.7 million (2009: $79.8
million) mainly due to a softening in industrial rail volumes and vehicle storage volumes. These volume
reductions were partially mitigated by improvements in vehicle transport and processing with vehicle
imports increasing from the end of the first half of the 2010 financial year and the continued improvement
in export grain volumes in the 2010 financial year.

Depreciation and amortisation costs increased by 4.1% to $284.1 million in the 2010 financial year (2009:
$272.9 million) primarily driven by the capitalisation of rolling stock in relation to the expansion into the
Queensland coal haulage market.

Net finance costs for the 2010 financial year decreased by 29.4% to $251.8 million (2009: $356.9 million)
predominantly as a result of additional interest income received on higher cash deposits held following the
equity raising at the start of the 2010 financial year and a reduction in debt levels from December 2009.

Significant items of $1,136.7 million (2009: $243.0 million) before tax, were recognised for the 2010 financial
year comprising:
•

impairment charges of $759.5 million (2009: $nil) relating to goodwill in the Container Ports division
largely attributable to changes in the long term assumptions, primarily in relation to the timing of the
entry of a third operator into the Sydney, Brisbane and Melbourne terminal markets;

•

impairment charges of $203.3 million relating to goodwill in the Auto, Bulk and General division (2009:
$142.6 million). $152.8 million of this charge (2009: $nil) relates to the General Stevedoring business
reflecting changed assumptions regarding the timing of the potential exit from Webb Dock East in
Melbourne and $50.5 million (2009: $142.6 million) relates to Autocare reflecting the longer term
structural impact of the global financial crisis on the car storage market;

•

impairment of other assets totalling $167.0 million (2009: $66.3 million) including $28.1 million relating to
intangible assets such as customer contracts and associated relationships existing at the time of the TollAsciano demerger and $138.9 million relating to plant, property and equipment; and

•

other items totalling $6.9 million, comprising restructuring costs of $5.3 million (2009: $34.1 million) and
costs of $4.6 million relating to the de-designation of interest rate hedges, offset by a profit of $3.2 million
on the disposal of the Tasmanian rail operations.
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A summary of revenue and other income for the year by business segment is set out below:
2010
$000

Revenue and other income
Coal
Intermodal
Container Ports
Auto, Bulk and General
Corporate/eliminations
Asciano

2009
$000

Movement
%

672,641
819,000
721,357
682,101
(35,950)

527,531
885,446
743,904
696,461
(43,044)

27.5
(7.5)
(3.0)
(2.1)
16.5

2,859,149

2,810,298

1.7

A summary of EBITDA before significant items and EBIT before significant items for the period by business
segment is set out below. For the 2010 financial year, corporate charges have been allocated to the operating
divisions. This allocation was not made in the 2009 financial year. Therefore, to provide comparability
between the years, both EBITDA before significant items and EBIT before significant items for the 2010
financial year have been presented both “Gross” and”Net” of corporate charges. The gross numbers for the
2010 financial year are therefore like-for-like with the 2009 financial year.

2010
Net
$000

2010
Corporate
charges
$000

2010
Gross
$000

2009
Gross
$000

Movement
%

Coal
Intermodal
Container Ports
Auto, Bulk and General
Corporate/eliminations

211,623
204,609
192,952
115,288
(788)

5,942
7,706
7,671
6,617
(27,936)

217,565
212,315
200,623
121,905
(28,724)

147,401
189,339
217,396
126,036
(24,974)

47.6
12.1
(7.7)
(3.3)
(15.0)

Asciano

723,684

-

723,684

655,198

10.5

Coal
Intermodal
Container Ports
Auto, Bulk and General
Corporate/eliminations

133,536
124,369
120,027
66,128
(4,496)

5,942
7,706
7,671
6,617
(27,936)

139,478
132,075
127,698
72,745
(32,432)

87,097
107,777
140,290
79,829
(32,696)

60.1
22.5
(9.0)
(8.9)
0.1

Asciano

439,564

-

439,564

382,297

15.0

EBITDA - before
significant items

EBIT - before
significant items
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The Asciano Distribution Reinvestment Plan (“DRP”) was announced in May 2008 and allows securityholders to
reinvest all or part of their distributions in additional securities in Asciano. The DRP was not activated in the
financial years ended 30 June 2010 or 30 June 2009.
On 16 June 2010, the boards of Asciano Limited and the Responsible Entity determined that Asciano will not
pay a final distribution for the financial year ended 30 June 2010.

11. Likely developments
The boards of Asciano Limited and of the Responsible Entity have each approved a conditional proposal to
simplify the corporate structure of Asciano by converting it from a stapled security structure into a single
holding company (“Corporatisation Proposal”).
The Corporatisation Proposal is subject to a number of conditions, including the necessary rulings from the
Australian Taxation Office and any necessary relief from the ASX and the Australian Securities and Investments
Commission. Once these conditions have been satisfied, it is expected that securityholders will be asked to
approve the Corporatisation Proposal at Asciano’s forthcoming AGM to be held on 27 October 2010. If
approved, the Corporatisation Proposal will result in Asciano Limited becoming the single holding company of
Asciano with the existing stapling arrangements terminated and securityholders exchanging all of their units in
Asciano Finance Trust (“Trust”) in exchange for shares in a newly incorporated wholly-owned subsidiary of
Asciano Limited. Asciano Limited will then acquire all of the shares in this new subsidiary from the
shareholders in exchange for the issue to them of new Asciano Limited shares. A share consolidation will then
be effected so there will be no change in the total number of shares in Asciano Limited on issue following
implementation of the Corporatisation Proposal.
Having completed the renegotiation of its bank facilities in June 2010 to facilitate the proactive but measured
refinancing of its debt maturing in May 2012, Asciano intends to undertake a refinancing program
commencing, subject to market conditions, in the first half of the 2011 financial year. Asciano’s goal is to
repay its debt maturing in 2012 in a proactive but measured way via the international and domestic debt
capital markets, thereby diversifying its funding base to reduce its reliance on the bank financing market and
lengthening its funding profile to more appropriately match the relatively long term nature of Asciano’s assets.

The Board intends to appoint an additional Board member in the near term and is considering another
appointment in the next 12 to 18 months. A new CFO will be appointed in the near term.
Apart from the developments noted above, in the opinion of the Directors, it would prejudice the interests of
Asciano to provide additional information relating to likely developments in the operations of Asciano and the
expected results of those operations in financial periods subsequent to 30 June 2010.
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The relevant interests of each Director in the securities and options issued by Asciano and other related bodies
corporate, as notified by the Directors to the ASX in accordance with Section 205G (1) of the Corporations Act
2001, are as follows:

Non-Executive Directors
Malcolm Broomhead
Chris Barlow
Bob Edgar
Peter George
Geoff Kleemann
Executive Director
Mark Rowsthorn

Securities

Options

330,000
26,273
49,884
136
50,000

-

112,579,246

7,146,751

13. Options over securities
Options granted to Directors and executives of Asciano

During the 2010 financial year, Asciano granted options for no consideration to acquire securities in Asciano to
the following Directors and KMP of Asciano as part of their remuneration:
Number of
options granted

Exercise price
$

3,861,702

1.52

30 June 2014

Executives
Paul Garaty
Chris Keast
Saul Cannon
David Irwin
Steven Ford

319,149
319,149
319,149
212,766
212,766

1.52
1.52
1.52
1.52
1.52

30 June 2014
30 June 2014
30 June 2014
30 June 2014
30 June 2014

Former executive
Peter McGregor1

638,298

1.52

30 June 2014

Executive Director
Mark Rowsthorn

1

Expiry date

The options granted to Peter McGregor lapsed due to the termination of his employment.

In accordance with the LTI Plan, Asciano has the discretion in deciding whether options will be satisfied upon
exercise by purchase of securities on market or by new issue.
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Unissued securities under options
During the financial year, there were a total of 9,648,951 options granted over securities. On 8 October 2009,
5,787,249 options were granted with an exercise price of $1.52 per security and an expiry date of 30 June
2014. In addition, a further 3,861,702 options were granted on 23 October 2009 with an exercise price of
$1.52 per security and an expiry date of 30 June 2014.
All options expire on the earlier of their expiry date or termination of the executive’s employment. In
addition, the ability to exercise the options is conditional on Asciano achieving certain performance hurdles.
The performance hurdles comprise two components: growth in free cash flow and relative TSR. Further details
are included in the Remuneration report.
Securities issued on exercise of options
No options were converted to securities during the 2010 financial year (2009: nil).

14. Indemnities and insurance for Directors and Officers
Asciano has entered into insurance contracts that indemnify Directors and Officers of the Parent and its
controlled entities against liabilities. In accordance with normal commercial practices, under the terms of the
insurance contracts, the nature of the liabilities insured against and the amount of the premium paid are
confidential.
Indemnity agreements have been entered into between the Parent and each of the Directors and certain
Officers. Under the agreement, the Parent has agreed to indemnify the Directors/Officers against any claim or
for any expenses or costs, which may arise as a result of the performance of their duties as Directors/Officers.
There are no monetary limits to the extent of these indemnities.

15. Undertakings to the Australian Competition and Consumer Commission
On 18 April 2007, the Australian Competition and Consumer Commission (“ACCC”) accepted enforceable
undertakings from Asciano (“ACCC Undertakings”) in order to facilitate the restructure of Toll and the creation
of Asciano (“Restructure”). The ACCC Undertakings include a range of measures designed to ensure that Toll
and Asciano are independent and separate of one another and include the prohibitions set out below.
The ACCC Undertakings prohibit:
•

employment of senior ex-Toll personnel in Pacific National's East West Intermodal rail business;

•

sharing or secondment of management or employees between Asciano and Toll;

•

payment of performance or incentive fees by Asciano to Toll or Toll employees, other than in the ordinary
course of business;

•

sharing of profits and revenues between Asciano and Toll;

•

any preferential treatment in terms of price and service quality on a like-for-like basis by Pacific National's
East West Intermodal rail business in favour of Toll's freight forwarding and logistics operations and Patrick
Autocare;
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15. Undertakings to the Australian Competition and Consumer Commission (continued)
any preferential treatment in terms of price and service quality on a like-for-like basis by Patrick’s
container terminals business at Sydney, Melbourne, Brisbane and Fremantle in favour of Toll landside
operations;

•

joint ventures between Asciano and Toll group entities;

•

acquisition by Asciano of any Toll shares or asset interests (whether legal or equitable); and

•

shared services and joint procurement arrangements between Asciano and Toll.
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•

The ACCC Undertakings require that:
•

all contracts, arrangements or understandings between Asciano and Toll must be non-exclusive and be
approved by the Board as being arm’s length and in Asciano's best interests;

•

Asciano must collect and keep certain KPIs and provide this information to the auditor and, when
requested, to customers; and

•

half yearly independent audits are carried out of Asciano's compliance with all obligations under the
undertakings.

The ACCC Undertakings also impose a number of restrictions on Directors of Asciano companies that are
intended to ensure independence of governance.

The relevant Directors were required to give undertakings to the ACCC to divest their interest in Toll following
the Restructure. The relevant Directors were also required to give undertakings to the ACCC to resign all
positions, including their employment, if they are no longer independent of Toll. The existing Directors of
Asciano and its controlled entities have given such undertakings.
This is a summary only of the material terms of the undertakings, full details of which are available on the
ACCC website.
The undertakings given by Asciano, as well as by the relevant Directors, apply until 31 March 2011.

16. Legal matters

From time to time, Asciano is subject to claims and litigation during the normal course of business. The
Directors have given consideration to such matters, which are or may be subject to litigation at year end, and
are of the opinion that, other than for specific provisions already raised, no material liability exists.

17. Rounding of amounts
Asciano is an entity of a kind referred to in Class Order 98/100, issued by the Australian Securities and
Investments Commission, relating to the rounding off of amounts in the financial statements and Directors’
report. Amounts in the Directors’ report have been rounded off in accordance with that class order to the
nearest one thousand dollars, or in certain cases, to the nearest dollar.
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18. Non-audit services of the external auditor
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During the year, KPMG, Asciano’s auditor, performed certain services in addition to their statutory duties as
external auditor.
Details of the amounts paid to KPMG and its related practices for statutory audit and non-audit services are
set out in note 39 to and forming part of the financial statements. The Board is satisfied, based on advice from
the Audit and Risk Committee, that the non-audit services provided are compatible with the general standard
of independence for auditors imposed by the Corporations Act 2001 and do not undermine the general
principles relating to auditor independence as set out in APES 110 Code of Ethics for Professional Accountants,
as they did not involve reviewing or auditing the auditor’s own work, acting in a management or decisionmaking capacity for Asciano, acting as an advocate for Asciano or jointly sharing risks and rewards.

19. Events subsequent to the reporting date
There has not arisen in the interval between the end of the 2010 financial year and the date of this report, any
item, transaction or event of a material and unusual nature likely, in the opinion of the Board, to affect
significantly the operations of Asciano, the results of those operations, or the state of affairs of Asciano in
future financial years.

20. Outlook

Longer-term, Asciano remains confident on the outlook and the prospects of continuing to generate value for
securityholders through a combination of:
•

a cyclical recovery in Asciano’s non-bulk operations;

•

continued significant investment of capital with a focus on ROCE, high quality coal/bulk rail opportunities;

•

a continued focus on cost management efficiency gains and margin improvement; and

•

the competitive advantages Asciano enjoys as a result of the quality and strategic positioning of our
operations.
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21. Auditor’s independence declaration
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A copy of the auditor’s independence declaration as required under Section 307C of the Corporations Act 2001
is set out on page 52 and forms part of the Directors’ report.

This report is made in accordance with a resolution of the Directors.

Malcolm Broomhead
Chairman
Sydney
24 August 2010
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Asciano is a stapled entity that comprises Asciano Limited (ABN 26 123 652 862) and its
controlled entities, including Asciano Finance Trust (ARSN 124 102 807).
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Revenue from services rendered
Other income
Share of net profit of associates
Operating expenses excluding significant items

Note

2010
$000

2009
$000

7
7
18
9

2,849,925
9,224
9,966
(2,429,551)

2,797,302
12,996
7,816
(2,435,817)

439,564
48,290
(300,060)

382,297
9,330
(366,213)

(251,770)

(356,883)

187,794

25,414

(1,136,730)

(243,032)

(948,936)

(217,618)

(26,981)

(26,482)

(975,917)

(244,100)

29

(788,523)

71,761

30
30

(189,134)
1,740

(318,199)
2,338

(975,917)

(244,100)

(25.5)

8.8

Profit before net finance costs, significant items and tax
Finance income
Finance expense
Net finance costs

8

Profit before significant items and tax
Significant items before tax

5

Loss before tax
Tax expense

10

Loss after tax
Attributable to:
Owners of Asciano Limited
Non-controlling interests:
Unitholders of Asciano Finance Trust
Other

Earnings per Parent share
Basic and diluted - cents

6

Basic and diluted earnings per Parent share in the prior year have been restated for the impact of the bonus
share element arising from the rights issue during the current year.
Included in note 6 are the Asciano basic and diluted earnings per security, reflecting the aggregate (Asciano
Limited and Asciano Finance Trust) earnings per stapled security.
The notes on pages 60 to 137 are an integral part of these financial statements.
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Note
Loss after tax
Other comprehensive income:
Effective portion of changes in fair value of cash flow hedges
Defined benefit superannuation funds actuarial losses
Foreign currency translation differences for foreign operations
Income tax (expense)/benefit on other comprehensive income
Other comprehensive income/(loss)
Total comprehensive loss
Total comprehensive income/(loss) attributable to:
Owners of Asciano Limited
Non-controlling interests:
Unitholders of Asciano Finance Trust
Other

30
30

2010
$000

2009
$000

(975,917)

(244,100)

62,989
(14,070)
197
(14,734)

(266,873)
(45,859)
496
93,671

34,382

(218,565)

(941,535)

(462,665)

(754,141)

(146,804)

(189,134)
1,740

(318,199)
2,338

(941,535)

(462,665)

The notes on pages 60 to 137 are an integral part of these financial statements.
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Note

2010
$000

2009
$000

11
13
14
15
16
22

215,287
296,649
20,945
21,958
3,727
-

680,607
298,225
21,493
19,737
995
28,811

558,566

1,049,868

72,851
14,005
26,779
716
150,323
13,391
2,822,648
2,860,294
37,754

80,646
16,351
15,007
168,503
10,979
2,668,157
3,916,613
24,623

Total non-current assets

5,998,761

6,900,879

Total assets

6,557,327

7,950,747

261,266
39,540
1,421
197,281

282,941
2,695,941
101,547
638
215,426

499,508

3,296,493

79,690
2,750,000
49,501
74,843

59,298
2,250,000
59,792
81,397

Total non-current liabilities

2,954,034

2,450,487

Total liabilities

3,453,542

5,746,980

Net assets

3,103,785

2,203,767
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Current assets
Cash and cash equivalents
Trade and other receivables
Prepayments
Inventories
Derivative financial assets
Non-current assets classified as held for sale
Total current assets
Non-current assets
Trade and other receivables
Prepayments
Inventories
Derivative financial assets
Net deferred tax assets
Equity accounted investments
Property, plant and equipment
Intangible assets
Other assets

Current liabilities
Trade and other payables
Loans and borrowings
Derivative financial liabilities
Current tax liabilities
Provisions and employee benefits

13
14
15
16
17
18
19
20
21

23
24
25
17
26

Total current liabilities
Non-current liabilities
Trade and other payables
Loans and borrowings
Derivative financial liabilities
Provisions and employee benefits

23
24
25
26

Equity
Contributed equity
Reserves
Retained earnings/(accumulated losses)

27
28
29

Equity attributable to owners of Asciano Limited
Non-controlling interests

30

Total equity

8,180,739
7,189,373
(4,977,216) (5,022,783)
(573,428)
224,943
2,630,095
473,690

2,391,533
(187,766)

3,103,785

2,203,767

The notes on pages 60 to 137 are an integral part of these financial statements.
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Reserves

Retained
earnings/
(accumulated
losses )

Total

Noncontrolling
interests

Total

Balance at 1 July 2009
Loss after tax
Other comprehensive income:
Effective portion of changes in
fair value of cash flow hedges
Defined benefit superannuation
funds actuarial losses
Foreign currency translation
differences for foreign operations
Income tax on other
comprehensive income

7,189,373
-

(5,022,783)
-

224,943
(788,523)

2,391,533
(788,523)

(187,766)
(187,394)

2,203,767
(975,917)

-

62,989

-

62,989

-

62,989

-

-

(14,070)

(14,070)

-

(14,070)

-

197

-

197

-

197

-

(18,956)

4,222

(14,734)

-

(14,734)

Total comprehensive income
Transactions with owners in their
capacity as owners:
Contributions of equity, net of
transaction costs
Employee equity benefits

-

44,230

(798,371)

(754,141)

(187,394)

(941,535)

991,366
-

1,337

-

991,366
1,337

848,850
-

1,840,216
1,337

991,366

1,337

-

992,703

848,850

1,841,553

8,180,739

(4,977,216)

(573,428)

2,630,095

473,690

3,103,785

6,765,651
-

(4,836,489)
-

185,283
71,761

2,114,445
71,761

(126,809)
(315,861)

1,987,636
(244,100)

-

(266,873)

-

(266,873)

-

(266,873)

-

-

(45,859)

(45,859)

-

(45,859)

-

496

-

496

-

496

-

79,913

13,758

93,671

-

93,671

-

(186,464)

39,660

(146,804)

(315,861)

(462,665)

423,722
-

170

-

423,722
170

254,904
-

678,626
170

423,722

170

-

423,892

254,904

678,796

7,189,373

(5,022,783)

224,943

2,391,533

(187,766)

2,203,767
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Contributed
equity

Asciano Limited
Consolidated Statement of Changes in Equity
For the year ended 30 June 2010

$000
2010

Balance at 30 June 2010
2009
Balance at 1 July 2008
Loss after tax
Other comprehensive income:
Effective portion of changes in
fair value of cash flow hedges
Defined benefit superannuation
funds actuarial losses
Foreign currency translation
differences for foreign operations
Income tax on other
comprehensive income
Total comprehensive income
Transactions with owners in their
capacity as owners:
Contributions of equity, net of
transaction costs
Employee equity benefits

Balance at 30 June 2009

The notes on pages 60 to 137 are an integral part of these financial statements.
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2010
$000

2009
$000

3,244,002
(2,593,061)
(333,211)
47,796
7,554
(3,153)

3,286,266
(2,687,953)
(357,432)
9,629
9,714
(9,783)

369,927

250,441

Investing cash flows
Payments for property, plant, equipment and intangible assets
Proceeds from sale of plant and equipment
Proceeds from sale of business
Repayments of loans to associates
Loans from/(provided to) associates

(511,779)
2,281
29,690
7,507

(496,569)
5,247
3,250
(4,400)

Net investing cash flows

(472,301)

(492,472)

1,833,000
590,700
(2,785,800)
(871)
-

619,176
311,900
(27,400)
(672)
(95,101)
(5,600)

Net financing cash flows

(362,971)

802,303

Net (decrease)/increase in cash and cash equivalents
Effect of exchange rate fluctuations on cash held
Cash and cash equivalents at the beginning of the year

(465,345)
25
680,607

560,272
120,335

215,287

680,607
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Note
Operating cash flows
Receipts from customers
Payments to suppliers and employees
Interest and other costs of finance paid
Interest received
Dividends received from associates
Net income tax payments
Net operating cash flows

12

Financing cash flows
Net proceeds from issues of equity securities
Proceeds from borrowings
Repayments of borrowings
Finance lease repayments
Distributions paid to securityholders
Distributions paid to non-controlling interests

Cash and cash equivalents at the end of the year

11

The notes on pages 60 to 137 are an integral part of these financial statements.
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Reporting entity
The consolidated financial statements comprise the financial statements of the consolidated entity (“Asciano”)
consisting of Asciano Limited (“Parent”) and its controlled entities. Asciano Finance Trust is a controlled entity
of Asciano Limited. Asciano Limited is domiciled in Australia.
The consolidated financial statements were authorised for issue on 25 August 2010.
The significant accounting policies that have been adopted in the preparation of these consolidated financial
statements are set out below:
Basis of preparation
This general purpose financial report has been prepared in accordance with Australian Accounting Standards,
including the Australian Accounting Interpretations adopted by the Australian Accounting Standards Board,
and the Corporations Act 2001. The consolidated financial statements of Asciano complies with the
International Financial Reporting Standards and the interpretations adopted by the International Accounting
Standards Board.
Historical cost convention
These financial statements have been prepared under the historical cost convention, as modified by AASB 139
Financial Instruments: Recognition and Measurement, which requires the revaluation of certain financial
assets and certain liabilities at fair value.
Functional and presentation currency
These financial statements are presented in Australian dollars, which is the functional currency of the majority
of the entities of Asciano.
Rounding of amounts
Asciano is of a kind referred to in Class Order 98/100, issued by the Australian Securities and Investments
Commission, relating to the rounding off of amounts in the financial report. Amounts in the financial report
have been rounded off in accordance with that class order to the nearest one thousand dollars, or in certain
cases, to the nearest dollar.
Critical accounting estimates and judgements
The preparation of financial statements requires management to make judgements, estimates and
assumptions that affect the application of accounting policies and the reported amount of assets, liabilities,
income and expenses. Actual results may differ from these estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised and in any future periods affected. In particular,
information about significant areas of estimation and uncertainty and critical judgements in applying
accounting policies are described in note 2.
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Principles of consolidation
Stapling
Asciano Limited and Asciano Finance Trust have been stapled together to form Asciano. AASB
Interpretation 1002 Post-Date-of-Transition Stapling Arrangements requires that a parent be identified for a
stapled group. As a consequence, Asciano Limited has been identified as the accounting parent of the stapled
group. Asciano Limited therefore consolidates Asciano Finance Trust. Under AASB Interpretation 1002, the
interests of the securityholders in Asciano Finance Trust are shown as non-controlling interests in the Income
Statement, Statement of Comprehensive Income, Statement of changes in Equity and Balance Sheet of
Asciano even though the unitholders of Asciano Finance Trust are also shareholders of Asciano Limited by
virtue of the stapling arrangement.
Other non-controlling interests are interests in partly owned subsidiaries, which are not held either directly or
indirectly by Asciano Limited.
Business combinations involving entities under common control
The opening Balance Sheet of Asciano, as at its formation on 15 June 2007, reflects the values for assets and
liabilities acquired from Toll’s consolidated accounting records. As a common control transaction, the
demerger did not reflect the fair value of assets and liabilities acquired or any recording of additional goodwill
at the time of the formation of Asciano. The difference between the fair value of the consideration given and
the carrying value of the assets and liabilities acquired was recognised as a common control reserve.
Subsidiaries

Subsidiaries, other than those that Asciano has deemed to have been either directly or indirectly acquired
through stapling arrangements, are those entities over which Asciano has the power, directly or indirectly, to
govern the financial and operating policies generally accompanied by a securityholding of more than half the
voting rights. In assessing control, potential voting rights that presently are exercisable or convertible are
taken into account.
The financial statements of subsidiaries are included in the consolidated financial statements from the date
that control of the subsidiary commences until the date that control ceases.
Inter-entity transactions, balances and unrealised gains on transactions between group entities are eliminated.
Unrealised losses are also eliminated unless the transaction provides evidence of the impairment of the asset
being transferred.
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Associates
Associates are those entities in which Asciano has significant influence, but not control over the financial and
operating policies, generally accompanied by a securityholding of between 20% and 50% of the voting rights.
The financial statements include Asciano’s share of the total recognised gains and losses of associates on an
equity accounted basis from the date that significant influence over the associate commences until the date
that significant influence ceases.
When Asciano’s share of losses exceeds its interest in an associate, Asciano’s carrying amount is reduced to nil
and recognition of further losses is discontinued except to the extent that Asciano has incurred legal or
constructive obligations or made payments on behalf of an associate.
Unrealised gains on transactions between Asciano and its associates are eliminated to the extent of Asciano’s
interest in the associates. Unrealised losses are also eliminated unless the transaction provides evidence of an
impairment of the asset transferred. Accounting policies of associates have been changed where necessary to
ensure consistency with the policies adopted by Asciano.
Segment reporting
A segment is a distinguishable component of Asciano that participates in business activities from which it may
earn revenues and incur expenses. The operating results of the segments are regularly reviewed by the
entity’s chief operating decision-maker enabling him to make decisions about the allocation of resources to
the segments and assess their performance.
Segment information is comprised of reporting segments delineated according to products and services. Parts
of the business are aggregated into segments where they have similar economic characteristics or are similar
in regard to the nature of the products, services, production processes, type or class of customer or methods
used to distribute the products or provide the services. The segments are not delineated on a geographical
basis as all segments operate Australia-wide.
Asciano comprises the following four segments:

•

Coal - consists of the haulage of export coal in bulk quantities from mine to port by rail, and domestic coal
from mine to power stations and steelworks in New South Wales, Queensland and South Australia;

•

Intermodal - consists of interstate containerised and non-bulk rail freight and intermodal terminal services,
operating approximately 180 services per week between all mainland state capital cities;

•

Container Ports - consists of container stevedoring and associated import/export container supply chain
logistics services from ship to destination and origin to ship. The Container Ports division holds long-term
lease concessions at container terminals in Brisbane, Sydney, Melbourne and Perth (Fremantle); and

•

Auto, Bulk and General - consists of automotive stevedoring, vehicle processing, transport and storage,
bulk and general stevedoring services, port related services and infrastructure management for bulk and
general cargo, and provides non-coal bulk rail services to the Australian grain and industrial sectors.

Inter-segment pricing is determined on an arm’s length basis.
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Segment results, assets and liabilities include items directly attributable to a segment, as well as those that can
be allocated on a reasonable basis. Unallocated items comprise mainly investments and related revenue,
loans and borrowings and related expenses, corporate assets and head office expenses, and income tax assets
and liabilities.
Segment capital expenditure is the total cost incurred during the period to acquire property, plant and
equipment, and intangible assets other than goodwill.
Foreign currency transactions and balances

Transactions in foreign currencies are translated into the entity's functional currency at the foreign exchange
rate ruling at the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies
at the reporting date are translated into the respective entity’s functional currency at the foreign exchange
rate ruling at that date. Foreign exchange differences arising on translation are recognised in the Income
Statement or the Statement of Comprehensive Income where appropriate.
Revenue
Revenue is measured at the fair value of the consideration received or receivable. Revenue is recognised
following the provision of the service and/or in accordance with agreed contractual terms in the period in
which the service is provided. Amounts disclosed as revenue are net of rebates and amounts collected on
behalf of third parties.
Expenses
Operating lease payments
Payments made under operating leases are recognised in the Income Statement on a straight line basis over
the term of the lease. Lease incentives received are recognised in the Income Statement as an integral part of
the total lease expense and spread over the lease term.
Finance lease payments
Minimum lease payments are apportioned between the finance charge and the reduction of the outstanding
liability. The finance charge is allocated to each period during the lease term so as to produce a constant
periodic rate of interest on the remaining balance of the liability.
Borrowing costs
Borrowing costs are expensed as incurred unless they relate to qualifying assets. Qualifying assets are assets
that take more than 12 months to commission. In these circumstances, borrowing costs are capitalised to the
cost of the assets. Capitalisation is based on specific drawdown rates.
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Finance income and expense
Dividends and distributions are recognised when Asciano’s right to receive payment is established.
Finance income comprises interest income on funds invested, gains on the disposal of available-for-sale
financial assets and changes in the fair value of financial assets at fair value through profit or loss. Interest
income is recognised as it accrues, using the effective interest method.
Finance expense comprises interest expense on loans and borrowings, unwinding of the discount on
provisions, changes in the fair value of financial assets at fair value through profit or loss and impairment
losses recognised on financial assets. All borrowing costs are recognised in profit or loss using the effective
interest method, except for borrowing costs on capitalised qualifying assets that are deferred and amortised
over the life of the underlying facilities.
Significant items
Significant items comprise items of income or expense which are considered to be relevant to explaining the
performance of Asciano and are generally outside the ordinary course of business and are, either individually
or in aggregate, material to Asciano. Such items are likely to include, but are not restricted to, gains or losses
on the sale or termination of operations, the cost of significant Asciano-wide reorganisations or restructurings,
and impairment charges to tangible or intangible assets. This information best assists the users of Asciano’s
financial statements in their understanding of the underlying business results.
Income tax

Pursuant to the Income Tax Assessment Act 1936, income tax is not brought to account in respect of the Trust,
as the Trust is not liable for income tax provided that its taxable income, including any assessable realised
capital gains, is fully distributed to unitholders each year. Accordingly, income tax amounts recognised in
Asciano’s financial statements relate to Asciano Limited and other taxpaying entities within Asciano.
Income tax expense comprises current and deferred tax. Income tax expense is recognised in the Income
Statement except to the extent that it relates to items recognised directly within other comprehensive income
or reserves, in which case it is recognised in other comprehensive income or reserves as appropriate.
Current tax is the expected tax payable on the taxable income for the year using notional income tax rates for
each jurisdiction, enacted or substantially enacted at the reporting date, and any adjustment to tax payable in
respect of previous years.
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Deferred tax is recognised using the balance sheet method, providing for temporary differences between the
carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes. Deferred tax is not recognised for the following temporary differences:
•

the initial recognition of goodwill;

•

the initial recognition of assets or liabilities in a transaction that is not a business combination and affects
neither accounting nor taxable profit or loss; and

•

differences relating to investments in subsidiaries and associates to the extent that they will probably not
reverse in the foreseeable future.

Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences when
they reverse, based on the laws enacted or substantively enacted by the reporting date.

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be available
against which the asset can be utilised. Deferred tax assets are reviewed at each reporting date and are
reduced to the extent that it is no longer probable that the related tax benefit will be realised.
Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax
assets and liabilities and they relate to income taxes levied by the same tax authority on the same taxable
entity, or on different tax entities, but they intend to settle current tax liabilities and assets on a net basis, or
their tax assets and liabilities will be realised simultaneously.
Additional income tax that arises from the distribution of dividends is recognised at the same time as the
liability to pay the related dividend.
Tax consolidation
Asciano Limited and its wholly owned Australian resident entities are part of a tax-consolidated group and are
therefore taxed as a single entity.
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Impairment
Goodwill and intangible assets that have indefinite lives or that are not yet available for use are tested
annually for impairment or more frequently if events or changes in circumstances indicate that they might be
impaired. Other assets are reviewed for impairment whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable.
An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit (“CGU”) exceeds
its recoverable amount. A CGU is the smallest identifiable asset group that generates cash flows that largely
are independent from other assets and groups. Impairment losses are recognised in the Income Statement.
Impairment losses recognised in respect of an impaired CGU are allocated first to reduce the carrying amount
of any goodwill allocated to the impaired CGU and then to reduce the carrying amount of the other assets on a
pro-rata basis.

The recoverable amount of an asset or CGU is the greater of its value in use, and its fair value less costs to sell.
In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset.

An impairment loss in respect of goodwill is not reversed. In respect of other non-financial assets, impairment
losses recognised in prior periods are assessed at each reporting date for any indications that the loss has
decreased or no longer exists. An impairment loss is reversed if there has been a change in the estimates used
to determine the recoverable amount. An impairment loss is reversed only to the extent that the asset’s
carrying amount does not exceed the carrying amount that would have been determined, net of depreciation
or amortisation, if no impairment loss had been recognised.
Individually significant financial assets are tested for impairment on an individual basis. The remaining
financial assets are assessed collectively in groups that share similar credit risk characteristics.
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Leased assets
Leases under which Asciano assumes substantially all the risks and rewards of ownership are classified as
finance leases. Upon initial recognition, the leased asset is measured at an amount equal to the lower of its
fair value and the present value of the minimum lease payments. Subsequent to initial recognition, the asset
is accounted for in accordance with the accounting policy applicable to that asset.
The corresponding liability is also established with lease payments allocated between the lease liability and
finance cost. The finance cost is charged to the Income Statement over the lease period so as to produce a
constant periodic rate of interest on the remaining balance of the liability for each period. The property, plant
and equipment acquired under finance leases are depreciated over the shorter of the asset’s useful life and
the lease term.
Other leases are operating leases and the leased assets are not recognised on the Balance Sheet.
Cash and cash equivalents
Cash and cash equivalents comprise cash balances, short term bills and term deposits. Bank overdrafts that
are repayable on demand and form an integral part of Asciano’s cash management are included as a
component of cash and cash equivalents for the purpose of the Statement of Cash Flows. Bank overdrafts are
shown within loans and borrowings in current liabilities on the Balance Sheet.
Trade and other receivables
Trade and other receivables are stated at their amortised cost using the effective interest method, less
impairment losses. Trade receivables are generally due for settlement after 30 days.
Collectability of trade receivables is reviewed on an ongoing basis. Debts that are known to be uncollectable
are written off. An allowance for impairment of trade receivables is established when there is objective
evidence that Asciano will not be able to collect all amounts due according to the original terms of receivables.
Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or financial
reorganisation, and default or delinquency in payments (more than 180 days overdue) are considered
indicators that the trade receivable is impaired. The amount of the allowance is the difference between the
asset’s carrying amount and the present value of estimated future cash flows, discounted at the original
effective interest rate. Cash flows relating to short term receivables are not discounted. The allowance is
recognised in the Income Statement.
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Inventories
Inventories consist predominantly of spare parts and consumables used in maintenance activities and are
stated at the lower of cost and net realisable value. Cost of inventories includes all costs of purchases and
other expenses incurred in bringing the inventories to their present location and condition. Costs are assigned
to individual items of inventory on the basis of either weighted average cost or a first in, first out basis unless
specific identification is possible. Net realisable value is the estimated selling price in the ordinary course of
business, less the estimated costs of completion and selling expenses.
Non-current inventories represent long lived spare parts also known as capital spares. This class of inventory
represents major spare parts that can be cyclically overhauled and reused, and as such, are depreciated over
the lower of their expected useful life and the expected useful life of the equipment they are used in.
Non-current assets classified as held for sale

Non-current assets (or disposal groups comprising of assets and liabilities) that are expected to be recovered
primarily through sale rather than through continuing use are classified as held for sale. Immediately before
classification as held for sale, the assets (or components of a disposal group) are remeasured. Thereafter,
generally the assets (or disposal group) are measured at the lower of their carrying amount, and fair value less
costs to sell. The assets are thereafter not amortised or depreciated. Any impairment loss on the disposal
group first is allocated to goodwill, and then to the remaining assets and liabilities on a pro-rata basis (except
that no loss is allocated to inventories, financial assets, deferred tax assets and employee benefit assets).
Impairment losses on initial classification of assets as held for sale and subsequent gains or losses on
remeasurement are recognised in the Income Statement. Gains are not recognised in excess of any
cumulative impairment loss.
Investments and other financial assets

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. They arise when Asciano provides cash, goods or services directly to a debtor with
no intention of selling the receivable. They are included in current assets, except for those with maturities
greater than 12 months after the balance sheet date, which are classified as non-current assets.
Other financial instruments held by Asciano are classified as being available-for-sale and are stated at fair
value, with any resultant gain or loss being recognised directly in other comprehensive income, except for
impairment losses on monetary items such as debt securities, and foreign exchange gains and losses, which
are recognised in the Income Statement. When these investments are derecognised, the cumulative gain or
loss previously recognised directly in other comprehensive income is recognised in the Income Statement.
Where these investments are interest bearing, interest calculated using the effective interest method is
recognised in the Income Statement.
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Derivative financial instruments
Asciano enters into derivative financial instruments from time to time to hedge its interest rate and foreign
currency risk exposures.
At the inception of the hedging transaction, Asciano documents the type of hedge, the hedged item or
transaction, the hedging instrument, the nature of the risk being hedged, the relationship between the
hedging instrument and hedged item, as well as its risk management objective and strategy for undertaking
the relevant hedge transaction. Asciano’s hedge documentation also demonstrates, both at hedge inception
and on an ongoing basis, that the hedge has been and is expected to continue to be highly effective.
Derivatives are recognised initially at fair value. Subsequent to initial recognition, derivatives are measured at
fair value, and changes therein are accounted for as described below:
Cash flow hedges
Changes in the fair value of derivatives designated as cash flow hedges are recognised directly in other
comprehensive income to the extent that the hedge is effective. To the extent that the hedge is ineffective,
changes in fair value are recognised immediately in the Income Statement within other income or expense.

If the derivative no longer meets the criteria for hedge accounting, expires or is sold, terminated or exercised,
then hedge accounting is discontinued prospectively. The cumulative gain or loss previously recognised in
equity remains there until the underlying forecast transaction occurs. When the hedged item is a non-financial
asset, the amount recognised in equity is transferred to the carrying amount of the asset when it is recognised.
In other cases, the amount recognised in equity is transferred to the Income Statement in the same period
that the hedged item affects the Income Statement.
Derivatives that do not qualify for hedge accounting
Changes in the fair value of any derivative instruments that do not qualify for hedge accounting are recognised
immediately in the Income Statement.
Fair value estimation
The fair value of financial assets and liabilities must be estimated for recognition and measurement or for
disclosure purposes.
The fair value of financial instruments traded in active markets (such as publicly traded derivatives and
securities) is based on quoted market prices at the reporting date.
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The fair value of financial instruments that are not traded in an active market is determined using valuation
techniques. Asciano uses a variety of methods and makes assumptions that are based on market conditions
existing at each reporting date.
The fair value of interest rate swaps is calculated as the present value of the estimated future cash flows. The
fair value of forward exchange contracts is determined using spot foreign exchange market rates and market
forward curves for each currency pair at the balance sheet date.
The nominal value less estimated credit adjustments of short term receivables and payables are assumed to
approximate their fair values. The fair value of financial liabilities for disclosure purposes is estimated by
discounting the future contractual cash flows at the current market interest rate that is available to Asciano for
similar instruments.
Property, plant and equipment
Owned assets
Items of property, plant and equipment are stated at cost less accumulated depreciation and any impairment
losses. The cost of self-constructed assets includes the cost of materials, direct labour, and an appropriate
proportion of fixed and variable overheads plus, where applicable, the cost of dismantling and removing the
items and restoring the sites on which they are located.

Where parts of an item of property, plant and equipment have different useful lives, they are accounted for as
separate components of property, plant and equipment.
The profit or loss on disposal of assets is brought to account at the date an unconditional offer and acceptance
of sale are determined. The profit or loss on disposal is calculated as the difference between the carrying
amount of the asset at the time of disposal and the net proceeds on disposal, and is recognised in other
income in the Income Statement.
Depreciation
Items of property, plant and equipment, including buildings and leasehold property but excluding freehold
land, are depreciated on a straight line basis over their estimated useful lives. Depreciation rates used for
each class of asset in the current and comparative year are as follows:

•

buildings - 20 to 40 years;

•

plant and equipment - 3 to 45 years; and

•

leasehold improvements - 5 to 40 years.

Depreciation methods and useful lives, as well as residual values, are reassessed annually. An asset’s carrying
amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater than
its estimated recoverable amount.
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Intangible assets
Goodwill
Goodwill represents the excess of the cost of an acquisition over the fair value of Asciano’s share of the net
identifiable assets of the acquired subsidiary/associate at the date of acquisition. Goodwill on acquisition of
subsidiaries is included in intangible assets. Goodwill is stated at cost less any accumulated impairment losses.
Goodwill is allocated to CGUs and is not amortised but is tested at least annually for impairment. In respect of
associates, the carrying amount of goodwill is included in the carrying amount of the investment in the
associate. Gains and losses on the disposal of an entity include the carrying amount of goodwill relating to the
entity sold. Negative goodwill arising on an acquisition is recognised directly in the Income Statement.
IT development and software
Costs incurred in developing products or systems and costs incurred in acquiring software and licences that
will contribute to future period financial benefits through revenue generation and/or cost reduction are
capitalised to software and systems. Costs capitalised include external direct costs of materials and services,
and direct payroll and payroll related costs of employees’ time spent on the project. Amortisation is calculated
on a straight line basis over periods generally ranging from three to 15 years.
IT development costs include only those costs directly attributable to the development phase and are only
recognised following completion of technical feasibility and where Asciano has an intention and ability to use
the asset.
Customer contracts and relationships

Customer contracts and relationships acquired as part of a business combination are recognised separately
from goodwill. The customer contracts and relationships are carried at their fair value at the date of
acquisition less accumulated amortisation and impairment losses. Amortisation is calculated based on the
timing of projected cash flows of the contracts and relationships over their estimated useful lives, which range
from five to 10 years from initial recognition.
Brand names
Brand names recognised by Asciano that have an indefinite useful life are not amortised. The useful life of this
intangible asset is reviewed each period to determine whether events and circumstances continue to support
an indefinite useful life assessment for the asset, which is tested for impairment annually.
Trade and other payables
Trade and other payables are stated at their amortised cost. Trade payables are non-interest bearing.
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Interest bearing loans and borrowings
Interest bearing loans and borrowings are recognised initially at fair value less attributable transaction costs.
Subsequent to initial recognition, interest bearing loans and borrowings are stated at amortised cost, with any
difference between cost and redemption value being recognised in the Income Statement over the period of
the loans and borrowings on an effective interest basis.
Provisions
A provision is recognised if, as a result of a past event, Asciano has a present legal or constructive obligation
that can be estimated reliably, and it is probable that an outflow of economic benefits will be required to
settle the obligation. Provisions are determined by discounting the expected future cash flows at a pre-tax
rate that reflects current market assessments of the time value of money and the risks specific to the liability.

Workers compensation self-insurance
Where Asciano acts a self-insurer for workers compensation claims under relevant federal, state and territory
legislation, a provision is made for all individual claims up to $1 million. Independent actuarial valuations are
used to estimate the provision required. All claims over $1 million are reinsured.
Restructuring
A provision for restructuring is recognised when the business has approved a detailed and formal restructuring
plan, and the restructuring has either commenced or has been announced publicly. A restructuring provision
includes only the direct expenditures arising from the restructuring and does not include future operating
costs.
Incident provision
Where Asciano is involved in an incident, such as a train derailment, and it is probable that Asciano will be held
liable for the consequential damage, a provision equal to the estimated cost of third party claims is set aside.
The cost estimate is made by loss adjusters where material, but the final quantum of the potential claims can
be significantly different to the estimate. Adjustments to the provision are booked to earnings in the period in
which the finding is made.
Site restoration
In accordance with the environment policy and applicable legal requirements, provision for site restoration
costs in respect of contaminated land, is recognised when the need for restoration is identified.

The provision is the best estimate of the present value of the expenditure required to settle the site
restoration obligation at the reporting date, based on current legal requirements and technology. Future site
restoration costs are reviewed annually and any change is reflected in the present value of the site restoration
provision at the end of the reporting period.
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Travel passes
Asciano’s net obligation in respect of travel passes is the amount of expected future benefits that
employees/retirees have earned in return for their service in the current and prior periods as determined by a
qualified actuary. The obligation for travel passes is based on the age of the passholder, length of service,
expected exit date, and life expectancy. A significant portion of the liability is in relation to retirees who were
never employees of Asciano, but the liability was assumed by Asciano as a result of a business combination in
2002, and therefore the provision is not treated as an employee benefit for reporting purposes.
Employee benefits
Long term service benefits

Asciano’s net obligation in respect of long term service benefits, other than superannuation but including long
service leave, is the amount of future benefits that employees have earned in return for their service in the
current and prior periods. The long service leave obligation is calculated using expected future increases in
wage and salary rates including related on-costs and expected settlement dates, and is discounted using the
rates attached to the Commonwealth Government bonds at the reporting date that have maturity dates
approximating to the terms of Asciano’s obligations.
Long service leave is classified as current where the leave has vested, or will vest within the next 12 months, in
accordance with the relevant state legislation under which the employee operates.
Defined contribution superannuation funds
Obligations for contributions to defined contribution superannuation funds are recognised as an expense in
the Income Statement as incurred.

Defined benefit superannuation funds

Asciano’s net obligation in respect of defined benefit superannuation funds is calculated separately for each
fund by estimating the amount of future benefit that employees have earned in return for their service in the
current and prior periods. The benefit is discounted to determine its present value, and the fair value of any
fund assets is deducted.

The discount rate is the yield at the balance sheet date on Commonwealth Government bonds that have
maturity dates approximating to the terms of Asciano’s obligations. The calculation is performed by a
qualified actuary using the projected unit credit method. Consideration is given to expected future wage and
salary levels, experience of employee departures, and periods of service.
Expected future payments are discounted using market yields at the reporting date on Commonwealth
Government bonds with terms to maturity and currency that match, as closely as possible, the estimated
future cash outflows.
Future taxes are taken into account in the actuarial assumptions used to determine the relevant components
of the employer’s defined benefit liability or asset.
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When the benefits of a fund are improved, the portion of the increased benefit relating to past service by
employees is recognised as an expense in the Income Statement on a straight line basis over the average
period until the benefits become vested. To the extent that the benefits vest immediately, the expense is
recognised immediately in the Income Statement. Actuarial gains and losses are recognised directly in other
comprehensive income.
Security-based payment transactions

The Asciano Options and Rights Plan allows executives and selected employees to acquire securities. The fair
value of options granted is recognised as an employee benefits expense with a corresponding increase in
equity. The fair value is measured at grant date and spread over the period during which the employees
become unconditionally entitled to the options. The fair value of the options granted is measured using the
Binomial and Monte Carlo methods taking into account the terms and conditions upon which the options were
granted. The amount recognised as an expense is adjusted to reflect the actual number of options that vest
except where forfeiture is only due to security prices not achieving the threshold for vesting.
Wages, salaries, annual leave, sick leave and non-monetary benefits

Liabilities for employee benefits for wages, salaries, annual leave and sick leave that are due within 12 months
of the reporting date represent present obligations resulting from employees’ services provided at the
reporting date. These balances are calculated at undiscounted amounts based on remuneration wage and
salary rates that Asciano expects to pay as at the reporting date including related on-costs, such as workers
compensation insurance and payroll tax. Non-accumulating non-monetary benefits (such as parking and
mobile telephone expenses) are expensed based on the net marginal cost to Asciano as the benefits are taken
by the employees.
Contributed equity
Ordinary securities are classified as equity. Incremental costs directly attributable to the issue of new
securities are shown in contributed equity as a deduction, net of tax, from the proceeds of issue.
Distributions
Once declared, distributions are a liability of Asciano and, to the extent they are not paid or distributed at the
reporting date, are accounted for as other financial liabilities.
Earnings per security
Basic earnings per security are calculated by dividing the result attributable to securityholders of Asciano
Limited by the weighted average number of ordinary securities outstanding during the year.
Diluted earnings per security adjusts the figures used in the determination of basic earnings per security to
take into account the post-tax effect of interest and other financing costs associated with dilutive ordinary
securities and the weighted average number of securities assumed to have been issued for no consideration in
relation to dilutive potential ordinary securities.
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Goods and services tax
Revenues, expenses and assets are recognised net of the amount of goods and services tax (“GST”), except
where the amount of GST incurred is not recoverable from the relevant tax authority. In these circumstances,
the GST is recognised as part of the cost of acquisition of the asset or as part of an item of expense.
Receivables and payables are stated with the amount of GST included. The net amount of GST recoverable
from, or payable to, the tax authority is included as a current asset or liability in the Balance Sheet.
Cash flows are included in the Statement of Cash Flows on a gross basis. The GST components of cash flows
arising from investing and financing activities, which are either recoverable from, or payable to, the tax
authority, are classified as operating cash flows.
New accounting standards and interpretations
Changes in accounting policy
Asciano has been required to change some of its accounting policies as the result of new or revised accounting
standards which became operative for the annual reporting period commencing on 1 July 2009.
The affected policies and standards are:
•

principles of consolidation - revised AASB 127 Consolidated and Separate Financial Statements;

•

changes made by AASB 2008-7 Amendments to Australian Accounting Standards - Cost of an Investment in
a Subsidiary, Jointly Controlled Entity or Associate;

•

presentation of financial statements - revised AASB 101 Presentation of Financial Statements; and

•

business combinations - revised AASB 3 Business Combinations.

The changes were implemented prospectively from 1 July 2009. There has been no financial impact of these
changes in the current year.
New and amending accounting standards and interpretations not yet adopted

The following standards and amendments to standards and interpretations have been identified as those
which may impact Asciano in the period of initial application. They are operative in future financial years, but
have not been applied in preparing this financial report.
•

AASB 9 Financial Instruments includes requirements for the classification and measurement of financial
assets resulting from the first part of Phase 1 of the project to replace AASB 139 Financial Instruments:
Recognition and Measurement. AASB 9 will become mandatory for Asciano’s financial statements for the
year ending 30 June 2014. Retrospective application is generally required, although there are exceptions,
particularly if the entity adopts the standard for the year ending 30 June 2012 or earlier. Asciano has not
yet determined the potential effect of the standard.

•

AASB 124 Related Party Disclosures (revised December 2009) simplifies and clarifies the intended meaning
of the definition of a related party and provides a partial exemption from the disclosure requirements for
government related entities. The amendments, which will become mandatory for Asciano’s financial
statements for the year ending 30 June 2012, are not expected to have any impact on the financial
statements.
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•

AASB 2009-5 Further Amendments to Australian Accounting Standards arising from the Annual
Improvements Project affect various standards resulting in minor changes for presentation, disclosure,
recognition and measurement purposes. The amendments, which become mandatory for Asciano’s
financial statements for the year ending 30 June 2011, are not expected to have a significant impact on the
financial statements.

•

AASB 2009-8 Amendments to Australian Accounting Standards - Group Cash-settled Share-based Payment
Transactions resolves diversity in practice regarding the attribution of cash-settled share-based payments
between entities within a group. As a result of the amendments, AASB lnterpretation 8 Scope of AASB 2
and AASB Interpretation 11 AASB 2 - Group and Treasury Share Transactions will be withdrawn from the
application date. The amendments, which become mandatory for Asciano’s financial statements for the
year ending 30 June 2011, are not expected to have a significant impact on the financial statements.

•

AASB 2009-14 Amendments to Australian Interpretation - Prepayments of a Minimum Funding
Requirement (AASB Interpretation 14) make amendments to AASB Interpretation 14 AASB 119 - The Limit
on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction, of the prepayments of
future contributions in some circumstances when there is a minimum funding requirement. The
amendments will become mandatory for Asciano’s financial statements for the year ending 30 June 2012,
with retrospective application required. Management has not yet assessed the likely impact on the
financial statements.

2. Critical accounting estimates and judgements
The preparation of financial statements requires management to make judgements, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities,
income and expenses. Actual results may differ from these estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised and in any future periods affected.
In particular, information about significant areas of estimation and critical judgements in applying accounting
policies that have had the most significant effect on the amounts recognised in the financial statements are
described below.
Further details of the nature of these assumptions and conditions may be found in the relevant notes.
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Impairment
Asciano assesses whether goodwill and intangible assets with indefinite useful lives are impaired at least
annually, in accordance with the accounting policy in note 1. These calculations involve an estimation of the
recoverable amount of the CGUs to which goodwill and intangible assets with indefinite useful lives have been
allocated. The recoverable amounts of CGUs have been determined, based on value-in-use calculations.
These calculations require the use of assumptions, which are detailed in note 20.
Asciano assesses impairment by evaluating conditions specific to Asciano and to the particular asset, which
may lead to impairment. These include technological, market, economic or legal environments in which
Asciano operates.
If an indicator of impairment exists, the recoverable amount of the asset is determined. Refer to note 5 for
impairment charges recognised or reversed.
Taxation
Asciano’s accounting policy for taxation requires management's judgement as to the types of arrangements
considered to be subject to a tax. Judgement is also required in assessing whether deferred tax assets and
certain deferred tax liabilities are recognised on the Balance Sheet. Deferred tax assets, including those arising
from carried forward tax losses, capital losses and temporary differences, are recognised only when it is
considered more likely than not that they will be recovered. Recoverability is dependent on the generation of
sufficient future taxable profits.
Assumptions about the generation of future taxable profits depend on management's estimates of future cash
flows. These in turn depend on estimates of future sales volumes, operating costs, capital expenditure,
distributions to securityholders and other capital management transactions. Judgements are also required
about the application of income tax legislation. These judgements and assumptions are subject to risk and
uncertainty; hence, there is a possibility that changes in circumstances will alter expectations, which may
impact the amount of deferred tax assets and deferred tax liabilities recognised on the Balance Sheet and the
amount of other tax losses and temporary differences not yet recognised. In such circumstances, some or all
of the carrying amounts of recognised deferred tax assets and liabilities may then require adjustment,
resulting in a corresponding credit or charge to the Income Statement.
Deferred tax assets are recognised for deductible temporary differences and tax losses as management
considers that it is probable that future taxable profits will be available to utilise those temporary differences
and tax losses.
Workers compensation self-insurance provision

Independent actuarial valuations are used to estimate the provision required for self-insured workers
compensation. The determination of the provision required is dependent on a number of assumptions
including the total future cost to finalise existing open claims, wage increases that will impact existing claims,
inflation, and the amount of claims that have been incurred but not yet reported.
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Variances in any of the assumptions used, and in particular the costs associated with claims, can have a
material impact on the provision estimates in the following year.
Restructuring provision
Although a restructuring provision is based on a detailed plan, the provision calculation includes several
estimates and assumptions including the timing and cost of site closures, timing and cost of curtailment of
operations and costs for incidental services such as legal, accounting and consulting. Estimates are also
required of the exact number of employees who will exit the business, number of staff who may accept
redeployment, number of hours of consultation and negotiations required, final cost of property and site
make-good, asset valuations and realisation from sale of discontinued assets.
Incident provision
Where Asciano is involved in an incident, such as a train derailment, and it is probable that Asciano will be held
liable for the consequential damage, a provision equal to the estimated cost of third party claims is set aside.
The cost estimate is made by loss adjusters where material, but the final quantum of the potential claims can
be significantly different to the estimate. Adjustments to the provision are booked to earnings in the period in
which the finding is made.
Site restoration provision
The provision is the best estimate of the present value of the expenditure required to settle the restoration
obligation at the reporting date, based on current legal requirements and technology. Future restoration costs
are reviewed annually and any changes are reflected in the present value of the restoration provision at the
end of the reporting period.
Significant uncertainties exist as to the amount of restoration obligations that will be incurred due to the
uncertainty as to the remaining life of existing operating sites, and the impact of changes in environmental
legislation.
Assumptions have been made as to the remaining life of existing sites based on studies conducted by
independent technical advisers.

Defined benefit superannuation funds
A liability or asset in respect of defined benefit superannuation funds is recognised in the Balance Sheet, and is
measured as the present value of the defined benefit obligation less the fair value of the superannuation
fund’s assets and any unrecognised past service cost. The present value of the defined benefit obligation is
based on expected future payments which arise from membership of the fund to the reporting date,
calculated annually by independent actuaries using the projected unit credit method. Assumptions have been
made by the actuaries as to expected future wage and salary levels, experience of employee departures and
periods of service.
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(a) Overview
Asciano has exposure to credit, liquidity and market risks relating to its use of financial instruments. This note
presents information about Asciano's exposure to each of these risks, Asciano’s objectives, policies and
processes for measuring and managing risk, and the management of capital. Further quantitative disclosures
are included throughout the financial statements.
The Board has overall responsibility for the establishment and oversight of Asciano’s risk management
framework. The Board has established the Audit and Risk Committee, which is responsible for developing and
monitoring Asciano’s risk management policies. The committee reports regularly to the Board on its activities.
Asciano’s risk management policies are established to identify and analyse the risks faced by Asciano, to set
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies
and systems are reviewed to reflect changes in market conditions and Asciano’s activities. Asciano, through its
management standards and procedures, aims to develop a disciplined and constructive control environment in
which all employees understand their roles and obligations.
The Audit and Risk Committee oversees how management monitors compliance with Asciano’s risk
management policies and procedures and reviews the adequacy of the risk management framework in
relation to the risks faced by Asciano. The Audit and Risk Committee is assisted in its overseeing role by
internal audit. Internal audit undertakes reviews of risk management controls and procedures, the results of
which are reported to the committee.
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(b) Fair values
The fair values of financial assets and liabilities, together with the carrying amounts shown in the Balance
Sheet, are presented below:

2010
Financial assets
Cash and cash equivalents
Trade and other receivables
Forward exchange contracts
Loans to associates
Financial liabilities
Trade and other payables
Forward exchange contracts
Secured bank borrowings
Interest rate swaps

Note

Carrying
amount
$000

Fair
value
$000

11
13
16
13

215,287
296,649
4,443
72,851

215,287
296,649
4,443
73,307

589,230

589,686

261,266
463
2,750,000
88,578

261,266
463
2,750,000
88,578

3,100,307

3,100,307

(2,511,077)

(2,510,621)

23
25
24
25

Net financial liabilities

2009
Financial assets
Cash and cash equivalents
Trade and other receivables
Forward exchange contracts
Loans to associates
Financial liabilities
Trade and other payables
Forward exchange contracts
Loans from related parties
Finance lease liabilities
Secured bank borrowings
Interest rate swaps

Net financial liabilities

11
13
16
13

23
25
24
24
24
25

680,607
298,651
995
80,220

680,607
298,651
995
81,624

1,060,473

1,061,877

282,941
3,748
4,500
841
4,940,600
157,591

282,941
3,748
4,500
841
4,940,600
157,591

5,390,221

5,390,221

(4,329,748)

(4,328,344)

All financial instruments are carried at fair value, by valuation method. The different levels have been defined
as follows:
•

Level 1: quoted price (unadjusted) in active markets for identical assets or liabilities;

•

Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

•

Level 3: inputs for the asset or liability that are not based on observable market data.
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All of Asciano’s derivatives fall into the Level 2 classification.
Interest rates used in determining fair value
The interest rates used to discount estimated cash flows, where applicable, are based on the Australian dollar
yield curve at the reporting date and were as follows:

Derivatives

2010
% pa

2009
% pa

4.8 to 5.0

3.2 to 5.3

(c) Credit risk
Credit risk is the risk of financial loss to Asciano if a customer or counterparty to a financial instrument fails to
meet its contractual obligations, and arises principally from Asciano’s receivables from customers and from
treasury activities.
Asciano’s credit risk is managed within the limits set by the Board.
Trade and other receivable exposure

Asciano's credit risk on trade and other receivables arises principally from the creditworthiness of individual
customers. Asciano's customers are primarily large Australian and international companies of good credit
standing. The vast majority of receivables are Australian based.

Ageing profile of trade receivables
Current
30 to 60 days overdue
Over 61 days overdue

2010
$000

2009
$000

237,481
25,141
7,586

206,874
40,753
28,088

270,208

275,715

The Audit and Risk Committee has established a credit policy under which each new customer is analysed
individually for creditworthiness before Asciano’s standard payment and delivery terms and conditions are
offered, and credit limits are then established for each customer. Asciano's credit policy includes collection
guidelines, such as the setting of collection targets, as well as follow up procedures to manage overdue
accounts and minimise collection risk.
Asciano's allowance for impairment represents its estimate of incurred losses in respect of trade and other
receivables. The allowance is composed of a specific loss component that relates to individually significant
exposures, and a collective loss component established for groups of similar assets in respect of losses that
have been incurred but not yet identified. The collective loss allowance is determined based on analysis of
historical data, including payment statistics for similar financial assets. The allowance for impairment losses in
relation to trade receivables is disclosed in note 13.
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Treasury activities
Credit risk in relation to Asciano's treasury activities arises through the potential for loss of income and
principal on investments. The Board has established policies governing Asciano's treasury activities, including
the monitoring and management of credit risks arising from investments and the use of derivatives.
Cash is deposited with creditworthy counterparties in accordance with Board approved credit limits.
The table in note 3(b) shows the carrying amount of financial assets that represents the maximum credit
exposure at the reporting date.
(d) Liquidity risk
Liquidity risk is the risk that Asciano will not be able to meet its financial obligations as they fall due. Asciano’s
policy in managing liquidity risk is to ensure that it always has sufficient liquidity to meet its financial
obligations when due, as well as to accommodate unforeseen cash requirements over both the short and long
term.
Asciano's liquidity risk is managed through:
•

maintenance of at call access to funds in the form of cash balances or committed, available revolving
credit facilities;

•

maintenance of rigorous and regular cash flow forecasts;

•

regular review of the adequacy of banking arrangements; and

•

centralisation of surplus cash balances, and management thereof in compliance with Asciano's credit risk
policies.

The following table provides maturities of both the principal and interest components of Asciano’s financial
liabilities:

Note

Carrying
amount
$000

Less than
1 year
$000

1 to 2
year(s)
$000

2 to 5
years
$000

Total
$000

Non-derivatives
Secured bank borrowings
Trade and other payables

24
23

2,750,000
261,266

186,609
261,266

2,438,581
-

613,825
-

3,239,015
261,266

Derivatives
Forward exchange contracts
Interest rate swaps

25
25

463
88,578

7,159
41,893

39,506

14,466

7,159
95,865

3,100,307

496,927

2,478,087

628,291

3,603,305

2010

Total financial liabilities
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Less than
1 year
$000

1 to 2
year(s)
$000

2 to 5
years
$000

Total
$000

Non-derivatives
Secured bank borrowings
Trade and other payables
Finance lease liabilities
Loans from related parties

24
23
24
24

4,940,600
282,941
841
4,500

2,690,600
282,941
841
4,500

-

2,250,000
-

4,940,600
282,941
841
4,500

Derivatives
Forward exchange contracts
Interest rate swaps

25
25

3,748
157,591

3,687
97,860

61
47,815

11,916

3,748
157,591

5,390,221

3,080,429

47,876

2,261,916

5,390,221
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Note

Carrying
amount
$000

2009

Total financial liabilities

In addition to the principal amounts under secured bank loans, interest is accrued at a floating rate. The
weighted average rate as at 30 June 2010 was 7.1% (2009: 4.4%) per annum.
(e) Market risk

Market risk is the risk that changes in market prices, such as interest rates, foreign exchange rates and other
market prices, impact on cash flows and the value of assets or liabilities, and as a consequence, on the value of
Asciano.
The goal of Asciano's hedging activities is to manage and control, within acceptable parameters and in a cost
effective manner, the potential adverse variations in Asciano’s value due to movements in market prices or
rates. Asciano uses derivative financial instruments to hedge market risks where appropriate. All hedging
activity is subject to the financial risk management policies approved by the Board. The following principles
govern Asciano's use of derivative instruments:
•

no speculative transactions are permitted;

•

only transactions involving approved instruments are allowed; and

•

transactions are not permitted unless in compliance with approved credit limits and delegated authorities.

Generally, Asciano seeks to apply hedge accounting principles in respect of derivative instruments to ensure
accounting treatments fully and accurately reflect the commercial substance of such transactions.
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Interest rate risk management
Asciano borrows at floating rates of interest and holds cash or short term investments that earn interest at
floating rates. Consequently, Asciano's cash flows are exposed to the impact of adverse changes in benchmark
interest rates. From time to time, Asciano may borrow at fixed rates of interest and hold investments that
earn interest at fixed rates. Where this occurs, the fair value of Asciano's assets and liabilities may be exposed
to the impact of adverse changes in benchmark interest rates.
Asciano manages its interest rate exposures by maintaining a policy to combine fixed and floating rate
liabilities, through the use of approved derivative instruments and entry into fixed rate borrowings, all in
accordance with Asciano’s finance policy.
All interest rate derivatives exchanging floating rate interest amounts for fixed rate interest amounts are
designated as cash flow hedges where they hedge Asciano's exposure to changes in cash flows or forecast
transactions.
The notional amount of interest rate derivative contracts at 30 June 2010 was $2.2 billion (2009: $4.1 billion)
including $nil (2009: $600 million) of forward starting swaps. These derivative interest rate contracts have
been stated at their fair value at the reporting date.
During the period between designation of these derivative interest rate contracts and the reporting date, the
ineffective portion of movements in fair value of a profit of $19,000 (2009: loss of $107,000) was identified by
Asciano’s retrospective and prospective effectiveness testing over this period and has been recorded in the
Income Statement. The effective portion of movements in fair value over the life of the instrument was a
cumulative liability of $88.6 million (2009: $110.2 million) after tax. This has been deferred in the hedge
reserve and will be released either over the life of the hedging relationship or when the anticipated
transaction occurs.
During the period, $520 million of interest rate swaps were de-designated but not terminated. These swaps
matured in June 2010. At the time of de-designation, $4.6 million of unrealised fair value losses were
reclassified from the hedge reserve to the Income Statement.
During the period, $620 million of interest rate swaps were terminated. This resulted in an $8.9 million
liability after tax which has been deferred in the hedge reserve and will be released over the original
contractual terms.
The table on the following page summarises the fair value and maturity profile of Asciano’s hedging
instruments used to manage interest rate risk:
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Note

Carrying
amount
$000

Less than
1 year
$000

1 to 2
year(s)
$000

2 to 5
years
$000

Total
$000

25

88,578

39,077

36,711

12,790

88,578

25

157,591

97,860

47,815

11,916

157,591

2010
Financial liabilities
Interest rate swaps
2009
Financial liabilities
Interest rate swaps

As at 30 June 2010, there were no interest rate derivatives (2009: zero) in place hedging the fair value of fixed
rate assets or liabilities. The interest rate derivatives in place are all used to hedge cash flows.
The following table summarises Asciano's exposure to interest rate risk:

2010
Financial assets
Cash and cash equivalents
Loans to associates
Non-interest bearing:
Trade and other receivables
Forward exchange contracts
Loans to associates

Note

Variable
interest
rate
$000

Fixed interest rate
Less
than
1 to 2
1 year
year(s)
$000
$000

11
13

125,110
530

90,177
-

125,640

90,177

2 to 5
years
$000

Total
$000

-

13,528

215,287
14,058

-

13,528

229,345
296,649
4,443
58,793

13
16
13

Total financial assets
Financial liabilities
Secured bank borrowings
Interest rate swaps1
Non-interest bearing:
Trade and other payables
Forward exchange contracts
Interest rate swaps

589,230

24

2,750,000
(2,150,000)

-

1,250,000

900,000

2,750,000
-

600,000

-

1,250,000

900,000

2,750,000

23
25
25

Total financial liabilities
1

261,266
463
88,578
3,100,307

Notional principal amounts of floating for fixed interest rate swaps.
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2009
Financial assets
Cash and cash equivalents
Loans to associates
Non-interest bearing:
Trade and other receivables
Forward exchange contracts
Loans to associates

Fixed interest rate
Less
than
1 to 2
1 year
year(s)
$000
$000

Note

Variable
interest
rate
$000

11
13

318,107
1,640

362,500
-

13,288

-

680,607
14,928

319,747

362,500

13,288

-

695,535

2 to 5
years
$000

Total
$000

13
16
13

298,651
995
65,292

Total financial assets
Financial liabilities
Secured bank borrowings
Finance lease liabilities
Loans from related entities
Interest rate swaps1
Non-interest bearing:
Trade and other payables
Forward exchange contracts
Interest rate swaps

1,060,473

24
24
24

4,940,600
4,500
(3,510,000)

841
1,340,000

-

2,170,000

4,940,600
841
4,500
-

1,435,100

1,340,841

-

2,170,000

4,945,941

23
25
25

Total financial liabilities
1

282,941
3,748
157,591
5,390,221

Notional principal amounts of floating for fixed interest rate swaps.

Fair value sensitivity analysis for fixed interest rate instruments
As at 30 June 2010, Asciano had no fixed interest rate financial assets and liabilities accounted for at fair value
through profit or loss, nor had Asciano designated any derivatives as hedging instruments under a fair value
hedge accounting model. Therefore, a change in interest rates at the reporting date would not have affected
profit or loss or equity due to a change in the fair value of financial assets or liabilities.
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Cash flow sensitivity analysis for variable interest rate instruments
A 1% (100 basis points) change in interest rates at the reporting date would have increased/(decreased) the
Income Statement and equity by the amounts shown below. This analysis assumes that all other variables
remain constant.
Income Statement
1% increase
1% decrease
$000
$000

Equity
1% increase
1% decrease
$000
$000

2010
Variable interest rate instruments
Interest rate swaps

5,783
-

(5,783)
-

42,819

(44,025)

5,783

(5,783)

42,819

(44,025)

(14,064)
-

14,064
-

80,884

(83,829)

(14,064)

14,064

80,884

(83,829)

2009
Variable interest rate instruments
Interest rate swaps

Exchange rate risk management
Asciano is exposed to exchange rate risk where it has entered into transactions denominated in foreign
currencies. The principal source of Asciano's foreign exchange exposure is the purchase of capital equipment.
From time to time, exchange rate exposures may also arise from operational outgoings and receipts. The
exchange rates to which Asciano is primarily exposed are US dollars and euros.
Asciano manages its exchange rate exposures by passing on the impact of adverse exchange rate movements,
where possible and appropriate, to customers, and through the use of derivative instruments in accordance
with the policy approved by the Board. The table below provides details of settlement dates, amounts to be
received and contractual exchange rates of Asciano's outstanding exchange rate contracts:

2010
Assets
Buy US dollar
Buy euro

Liabilities
Buy US dollar
Buy euro

Weighted
average
exchange
rate

Foreign
currency
000

Contract
value
$000

Fair
value
$000

Less
than
1 year
$000

1 to 2
year(s)
$000

Total
$000

0.878
0.671

54,679
30,838

62,287
45,979

4,071
372

3,505
222

566
150

4,071
372

108,266

4,443

3,727

716

4,443

4,960
2,199

(110)
(353)

(110)
(353)

-

(110)
(353)

7,159

(463)

(463)

-

(463)

0.816
0.574

4,047
1,261
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Foreign
currency
000

Contract
value
$000

Assets
Buy euro

0.583

32,162

Liabilities
Buy US dollar
Buy euro

0.635
0.534

7,385
12,747
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Weighted
average
exchange
rate

2009

Fair
value
$000

Less
than
1 year
$000

1 to 2
year(s)
$000

Total
$000

55,205

995

995

-

995

11,634
23,875

(2,392)
(1,356)

(2,392)
(1,295)

(61)

(2,392)
(1,356)

35,509

(3,748)

(3,687)

(61)

(3,748)

There has been no hedge ineffectiveness during the period between designation of these forward exchange
rate contracts and the reporting date. The movement in fair value over the life of the instrument was a
cumulative liability of $2.8 million (2009: $1.9 million) after tax, which has been deferred in the hedge reserve
and will be released to the Income Statement when the anticipated transaction occurs.
The forward exchange contracts Asciano has entered into to hedge its certain and highly probable foreign
currency transactions are designated as cash flow hedges. The following table summarises the fair value of the
net hedging assets/(liabilities) used by Asciano to manage exchange rate risk and maturity profile:

Carrying
amount
$000

Expected
cash
flow
$000

Less
than
1 year
$000

1 to 2
year(s)
$000

Total
$000

3,980

3,980

3,264

716

3,980

(2,753)

(2,753)

2010
Forward exchange contracts
2009
Forward exchange contracts

(2,692)

(61)

(2,753)

The notional value of Asciano’s foreign exchange contracts at balance date were as follows:
US dollar
000

euro
000

58,726

32,099

7,385

44,909

2010
Forward exchange contracts
2009
Forward exchange contracts
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The following significant exchange rates applied during the financial year:

Average
rate

Year end
rate
30 June

0.883
0.636

0.840
0.687

0.744
0.541

0.807
0.575

2010
US dollar
euro
2009
US dollar
euro
Currency sensitivity analysis
The profit or loss impact of a 10% change in the Australian dollar would be zero during the period between
designation and the reporting date as no ineffective portion of movements in fair value was identified by
Asciano’s hedge effectiveness testing. This analysis assumes that all other variables, in particular interest
rates, remain constant. A 10% change in the Australian dollar against the following currencies at 30 June 2010
would have increased/(decreased) equity by the amounts shown below:

US dollar
euro

2010
10% increase
$000

2010
10% decrease
$000

2009
10% increase
$000

2009
10% decrease
$000

(6,331)
(4,206)

7,738
5,140

(830)
(7,065)

1,015
8,635

(10,537)

12,878

(7,895)

9,650

Other market price risk management
Asciano is exposed to market price risk on contracts for the purchase of fuel. Asciano manages its exposure by
passing on the impact of fuel price movements, where possible and appropriate, to customers.
Given the objective of Asciano's financial risk management is to reduce the risk from potential adverse market
price movements to acceptable levels on a cost effective basis, active management of this exposure via the use
of approved derivative instruments is not considered necessary.
This exposure is reviewed at least annually to ensure the treatment remains appropriate.
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(f) Capital management
The role of capital management at Asciano is to support the maximisation of securityholder value. Asciano's
capital management strategy, therefore, is to establish a framework that supports and facilitates the pursuit of
Asciano's business strategy while minimising Asciano's costs of funding. Asciano is not subject to any
externally imposed capital requirements. Specifically, the components of Asciano's financial strategy are to:
•

optimise the capital structure;

•

provide sufficient financial flexibility to enable Asciano to develop its businesses;

•

maintain access to a broad range of funding sources; and

•

raise funds in the most cost effective manner possible.

During the period, Asciano issued stapled securities under a one-for-one underwritten unconditional
accelerated non-renounceable pro-rata entitlement offer to existing retail investors of $427.3 million; a
$1,350.0 million underwritten conditional placement to institutional, professional and sophisticated investors;
and a $100.7 million non-underwritten SPP offer to eligible securityholders to achieve the following objectives:
•

substantially reduce the refinancing requirements of Asciano in the short to medium term given current
volatility in global credit markets;

•

ensure continued compliance with Asciano’s banking covenants;

•

establish a capital structure for Asciano more consistent with the nature its operations, as well as current
market standards and expectations, recognising the current level of volatility in the global economy and
capital markets;

•

restore securityholder value through improved perceptions of Asciano’s risk profile and growth prospects;

•

supplement cash flows by reducing interest costs and facilitate the extension of bank facilities used to fund
capital expenditure, thereby providing Asciano with additional flexibility to fund future organic growth
opportunities; and

•

allow Asciano to diversify its financing sources and raise longer term funding to match its asset base.

The application of the net proceeds from the underwritten equity raising and the non-underwritten SPP to the
reduction of debt has resulted in a substantial improvement in Asciano’s capital structure and is consistent
with Asciano’s stated financial strategy.
Refer to note 27 for further details on the equity raising.
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Container
Ports

Auto, Bulk
and General

671,634
-

807,570
8,971

693,311
27,924

677,014
-

396 2,849,925
(36,895)
-

Other income

671,634
1,007

816,541
2,459

721,235
122

677,014
5,087

(36,499) 2,849,925
549
9,224

Revenue and other income

672,641

819,000

721,357

682,101

(35,950) 2,859,149

Operating expenses
Corporate charges
Share of net profit of associates

(455,076)
(5,942)
-

(606,685)
(7,706)
-

(521,696)
(7,671)
962

(569,200)
(6,617)
9,004

7,226 (2,145,431)
27,936
9,966

Profit/(loss) before
depreciation, amortisation,
finance costs, significant items
and tax
Depreciation
Amortisation

211,623
(48,253)
(29,834)

204,609
(73,160)
(7,080)

192,952
(55,109)
(17,816)

115,288
(37,343)
(11,817)

(788)
(1,874)
(1,834)

723,684
(215,739)
(68,381)

Profit/(loss) before finance
costs, significant items and tax
Finance income
Finance expense

133,536
-

124,369
-

120,027
-

66,128
-

(4,496)
48,290
(300,060)

439,564
48,290
(300,060)

Profit/(loss) before significant
items and tax

133,536

124,369

120,027

66,128

(256,266)

187,794

-

-

(759,510)

(203,338)

-

(962,848)

-

-

(22,864)

(5,283)

-

(28,147)

123

1,201

(94,242)
(5,471)

(44,691)
(1,195)

-

(138,933)
(5,342)

-

3,150

-

-

-

3,150

-

-

-

-

123

4,351

(882,087)

(254,507)

133,659

128,720

(762,060)

(188,379)

2010
$000

Significant items
Goodwill impairment
Impairment of other intangible
assets
Impairment of plant and
equipment
Restructure costs
Sale of Pacific National
Tasmania
De-designation of interest rate
swaps
Significant items before tax
Profit/(loss) before tax

(4,610)

Total

Intermodal

Revenue
External revenue
Inter-segment revenue
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Coal

Eliminations/
unallocated

4. Segment reporting

(4,610)

(4,610) (1,136,730)
(260,876)

(948,936)

Tax expense

(26,981)

Loss after tax

(975,917)
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Intermodal

Container
Ports

Auto, Bulk
and General

Eliminations/
unallocated

Total

Revenue
External revenue
Inter-segment revenue

526,604
-

852,314
28,789

729,255
14,350

689,042
82

87
(43,221)

2,797,302
-

Other income

526,604
927

881,103
4,343

743,605
299

689,124
7,337

(43,134)
90

2,797,302
12,996

Revenue and other income

527,531

885,446

743,904

696,461

(43,044)

2,810,298

Operating expenses
Corporate charges
Share of net profit of associates

(380,130)
-

(696,107)
-

(527,003)
495

(577,746)
7,321

18,070
-

(2,162,916)
7,816

Profit/(loss) before
depreciation, amortisation,
finance costs, significant items
and tax
Depreciation
Amortisation

147,401
(31,173)
(29,131)

189,339
(75,458)
(6,104)

217,396
(53,850)
(23,256)

126,036
(34,774)
(11,433)

(24,974)
(3,489)
(4,233)

655,198
(198,744)
(74,157)

Profit/(loss) before finance
costs, significant items and tax
Finance income
Finance expense

87,097
-

107,777
-

140,290
-

79,829
-

(32,696)
9,330
(366,213)

382,297
9,330
(366,213)

Profit/(loss) before significant
items and tax

87,097

107,777

140,290

79,829

(389,579)

25,414

-

-

-

(142,600)

-

(142,600)

-

(63,043)
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Coal

4. Segment reporting (continued)

2009
$000

Significant items
Goodwill impairment
Impairment of other intangible
assets
Impairment of plant and
equipment
Restructure costs

-

-

(63,043)

-

(1,866)

(10,084)
(7,690)

(9,538)

6,761
(13,420)

(1,552)

(3,323)
(34,066)

Significant items before tax

(1,866)

(17,774)

(72,581)

(149,259)

(1,552)

(243,032)

Profit/(loss) before tax

85,231

90,003

67,709

(69,430)

(391,131)

(217,618)

Tax expense

(26,482)

Loss after tax

(244,100)
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Intermodal

Container
Ports

Auto, Bulk and
General

Eliminations/
unallocated

Total

Assets
Equity accounted
investments

1,841,840

1,173,882

2,043,818

629,273

855,123

6,543,936

-

-

2,525

10,866

-

13,391

Segment assets

1,841,840

1,173,882

2,046,343

640,139

855,123

6,557,327

80,766

75,188

99,690

110,846

3,087,052

3,453,542

1,761,074

1,098,694

1,946,653

529,293

(2,231,929)

3,103,785

369,359

49,989

38,111

51,894

2,426

511,779

Assets
Equity accounted
investments

1,524,521

1,260,255

3,080,712

935,455

1,138,825

7,939,768

-

-

1,738

9,241

-

10,979

Segment assets

1,524,521

1,260,255

3,082,450

944,696

1,138,825

7,950,747

51,857

92,181

120,089

103,009

5,379,844

5,746,980

1,472,664

1,168,074

2,962,361

841,687

(4,241,019)

2,203,767

255,987

56,967

122,260

42,407

18,948

496,569
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Coal

4. Segment reporting (continued)

2010
$000

Segment liabilities
Net assets/(liabilities)
Capital expenditure
2009
$000

Segment liabilities
Net assets/(liabilities)
Capital expenditure

Asciano operates principally in Australia and has no single external customer for which revenues amount to
ten percent or more of total revenue.
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5. Significant items

Goodwill impairment
Impairment of other intangible assets
Impairment of plant and equipment
Restructure costs
Gain on sale of assets Pacific National Tasmania
De-designation of interest rate swaps
Significant items before tax
Prima facie tax benefit thereon at 30%
Non-deductible impairment expense (note 10)
Tax base reset on entry to consolidation (note 10)
Significant items after tax

2010
$000

2009
$000

962,848
28,147
138,933
5,342
(3,150)
4,610

142,600
63,043
3,323
34,066
-

1,136,730

243,032

(341,019)
289,592
13,643

(72,910)
42,780
42,781

1,098,946

255,683

Goodwill impairment

Management has revised the long term cash flow forecasts associated with the Container Ports CGU to reflect
the impact of certain events that occurred during the year including: amended expectations of market growth
over the period covered by the cash flows; the expected timing of entry of a third operator into the Sydney,
Brisbane and Melbourne terminals markets; and a deterioration in the financial performance of the Port
Logistics business which has resulted in a management decision to restructure this part of the business (refer
to restructure costs below). This has resulted in a substantial reduction in the net present value of future
estimated cash flows and consequently, an impairment charge of $759.5 million has been recorded against the
goodwill in the Container Ports CGU.
The timing of entry of a third operator, expected to be based at Webb Dock East, in the Melbourne terminals
market has also impacted the assumption made in respect of the anticipated exit date from this site of the
General Stevedoring CGU. As a result, management has revised the long term cash flow forecasts for the
General Stevedoring CGU resulting in an impairment charge of $152.8 million being recorded against goodwill
in this CGU.

In the prior year, a goodwill impairment charge of $142.6 million was recognised in the Autocare CGU,
reflecting the impact of the global financial crisis on the automotive industry and the associated impact on the
long term cash flow forecasts. In the 2010 financial year, management further revised the long term cash flow
forecasts associated with the Autocare CGU to reflect the longer term structural impact of the global financial
crisis on the car storage market. This has resulted in a reduction in the net present value of future estimated
cash flows and consequently, an additional impairment charge of $50.5 million has been recorded against the
goodwill in the Autocare CGU.
Refer to note 20 for further details around the assumptions used in calculating the impairment charges.
Impairment of goodwill is not deductible for tax purposes.
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Impairment of other intangible assets
As a consequence of the deterioration in the financial performance and the associated restructuring of the
Port Logistics business, the Container Ports division has recognised an impairment charge of $14.3 million in
respect of customer contracts.

The timing of entry of a third operator into the Sydney and Melbourne terminals markets and the associated
earlier than anticipated exit from Webb Dock East in Melbourne, have additionally resulted in the recognition
of impairment charges of $6.1 million in the Container Ports division and of $5.3 million in the Auto, Bulk and
General division in respect of customer contracts. The customer contracts that have been impaired were all
inherited at the time of the demerger of Asciano and Toll.
Software of $2.4 million for the rail mounted gantries at Port Botany was impaired during the 2010 financial
year.
The combination in the prior year of the efficiency review combined with the effects of the global economic
downturn on container volumes resulted in the Container Ports division changing its strategy of implementing
the Autostrad technology. The resultant substantial reduction and delay in anticipated forecast cash flow
savings related to the Autostrad software resulted in the recognition of an impairment charge in the 2009
financial year of $63.0 million against Autostrad and other software intangible assets.
The impairment of other intangibles has been tax effected.
Impairment of plant and equipment
The impairment of plant and equipment of $138.9 million includes a writedown of $56.2 million related to the
rail mounted gantries at Port Botany, an impairment of $24.3 million of assets used by the General
Stevedoring business at Webb Dock East, an impairment of $18.3 million of assets used in the Bulk Rail
business in New South Wales and Victoria and an impairment of $40.1 million of other assets within the
Container Ports division (including $12.4 million of assets used by the Port Logistics business in New South
Wales and Victoria). Refer to note 19 for further details.
The writedown of $3.3 million in the prior period related to an impairment of $10.1 million of assets used in
the Tasmanian rail operations and $5.3 million of rail assets used in Victorian-based industrial rail services
offset by a $12.1 million impairment reversal of bulk grain rail assets that were impaired in 2008.
The impairment of plant and equipment has been tax effected.
Restructure costs
Restructure costs of $5.3 million in the 2010 financial year largely relate to a restructure of the Port Logistics
business in New South Wales and Victoria within the Container Ports division. The costs comprise primarily
provisions for redundancies and the accelerated cost of make-good for exited land and properties.
Restructure costs of $34.1 million in the prior year related to a restructure of divisional and Asciano corporate
functions, following a group-wide efficiency review to assess the effectiveness of Asciano’s internal systems
and processes, and utilisation of people.
All restructure costs have been tax effected.
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Sale of assets and right to conduct business - Pacific National Tasmania
A profit of $3.2 million was recognised during the period in relation to the sale of the Pacific National Tasmania
rail business. Refer to note 34 for further details.
De-designation of interest rate swaps
As a direct consequence of the refinancing completed by Asciano in December 2009, the notional market value
of Asciano’s interest rate swap hedge book exceeded the balance of the bank debt by $520.0 million. As a
result, the ineffective portion of the fair value of the hedges, amounting to $4.6 million, has been transferred
from the hedge reserve to the Income Statement.

6. Earnings per share and security

Parent basic and diluted earnings per security
Asciano basic and diluted earnings per security

2010
Cents

2009
Cents

(25.5)
(31.6)

8.8
(30.1)

$000

$000

(788,523)
(977,657)

71,761
(246,438)

000

000

3,093,201
3,093,918

818,298
818,298

The calculation of earnings per share and security was based on the information
as follows:

Net (loss)/profit attributable to Parent shareholders
Net loss attributable to Asciano securityholders

Basic weighted average number of ordinary securities
Diluted weighted average number of ordinary securities

The basic and diluted earnings per share and security calculations have been adjusted for all reporting periods
for a bonus factor arising from the theoretical ex-rights value of the securities.
To provide information to securityholders as to the aggregate earnings per security, Asciano basic and diluted
earnings per security have been shown in addition to basic and diluted earnings per share computations
determined in accordance with AASB 133 Earnings per Share.

None of the outstanding options was dilutive in the prior year as their exercise prices were higher than the
average market price for Asciano stapled securities during the financial year.
The fully paid allocation interests recorded on 30 June 2009 amounting to 520,019,730 securities were
included in the basic and diluted earnings per share and security calculations for the year ended 30 June 2009.
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7. Revenue and other income
2009
$000

2,849,925

2,797,302

Other income
Net (loss)/gain from on sale of property, plant and equipment
Lease rental income
Other

(941)
9,114
1,051

3,116
9,599
281

Total other income

9,224

12,996
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2010
$000

Revenue
Services rendered

8. Finance income and expense
Recognised in the Income Statement
Interest income
Interest expense
Net interest
Amortisation of capitalised borrowing costs
Guarantee and line fees
Unwind of discount on long term provisions
Other financing costs
Net finance costs
Recognised directly in other comprehensive income
Effective portion of changes in fair value of cash flow hedges, after tax
Translation differences for foreign operations, after tax

Recognised in:
Hedge reserve (note 28)
Translation reserve (note 28)

48,290
(271,311)

9,330
(343,729)

(223,021)

(334,399)

(16,024)
(9,831)
(2,894)

(12,502)
(3,055)
(6,927)

(28,749)

(22,484)

(251,770)

(356,883)

44,092
138

(186,811)
347

44,230

(186,464)

44,092
138

(186,811)
347

44,230

(186,464)
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9. Expenses
Significant
items
(note 5)
$000

Expenses
after
significant
items
$000

215,739
68,381
865,668
402,789
273,509
265,154
142,605
53,891
141,815

5,342
-

215,739
68,381
871,010
402,789
273,509
265,154
142,605
53,891
141,815

Total operating expenses
Goodwill impairment
Impairment of other intangible assets
Impairment of plant and equipment
Profit on sale of Pacific National Tasmania
De-designation of interest rate swaps

2,429,551
-

5,342
962,848
28,147
138,933
(3,150)
4,610

2,434,893
962,848
28,147
138,933
(3,150)
4,610

Total expenses

2,429,551

1,136,730

3,566,281

198,744
74,157
880,297
145,756
363,660
336,835
50,570
265,576
120,222

22,141
11,925

198,744
74,157
902,438
145,756
363,660
336,835
50,570
265,576
132,147

Total operating expenses
Goodwill impairment
Impairment of other intangible assets
Impairment of plant and equipment

2,435,817
-

34,066
142,600
63,043
3,323

2,469,883
142,600
63,043
3,323

Total expenses

2,435,817

243,032

2,678,849
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Expenses
before
significant
items
$000

2010
Depreciation
Amortisation
Employee benefits
Rail access
Fuel, oil and power
Repairs and maintenance
Lease and hire
Insurance related
Other

2009
Depreciation
Amortisation
Employee benefits
Lease and hire
Rail access
Fuel, oil and power
Insurance related
Repairs and maintenance
Other
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10. Income tax

Note

Current tax expense
Deferred tax (expense)/benefit
Adjustment for current/deferred tax expense
Recognition of revenue losses
Recognition of capital losses
Utilisation of prior year tax revenue losses
Total income tax expense
Reconciliation between income tax expense and loss before tax
Loss before tax
Income tax at 30%
Intangible asset impairment not deductible
Other non-deductible items
Recognition and derecognition of temporary differences
Tax base reset on entry to consolidation
Research and development tax concession
Non-assessable equity accounted profit
Prior year under/over provision
Recognition of capital losses
Non-assessable income
Assessable gains on sale
Other deductible items

17

Total income tax expense
Income tax recognised directly in equity
Revaluation of derivatives
Security transaction costs in equity
Defined benefit superannuation funds actuarial losses

27
31

2010
$000

2009
$000

16,932
(22,121)
(888)
(805)
33,863

4,986
40,727
(19,231)
-

26,981

26,482

948,936

217,618

(284,681)
289,592
10,488
5,835
13,643
(750)
(2,990)
(888)
(805)
435
(2,898)

(65,285)
42,780
7,714
12,086
42,781
(500)
(1,797)
(4,921)
(47)
(6,329)

26,981

26,482

18,897
(7,408)
(4,222)

(80,437)
(9,115)
(13,757)

7,267

(103,309)

215,287

680,607

11. Cash and cash equivalents
Bank balances
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12. Reconciliation of net operating cash flows
2009
$000

(975,917)

(244,100)

1,129,928
215,739
68,381
16,024
2,894
(2,412)
(3,150)
941
1,337
(3,024)
2,242

208,966
198,744
74,157
12,502
6,927
1,898
(3,116)
170
(8,607)
(5,822)

Decrease/(increase) in assets:
Trade and other receivables
Inventories
Prepayments and other assets
Change in deferred tax assets

2,001
(14,223)
(26,106)
10,722

65,219
7,215
(2,793)
21,156

(Decrease)/increase in liabilities:
Trade and other payables
Current tax liabilities
Provisions and employee benefits

(30,699)
783
(25,534)

(54,412)
(4,648)
(23,015)

Net operating cash flows

369,927

250,441

Current
Trade receivables
Allowance for impairment losses

270,208
(3,159)

275,715
(8,370)

Other receivables

267,049
29,600

267,345
30,880

296,649

298,225

72,851
-

80,220
426

72,851

80,646
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2010
$000

Loss after tax
Adjustments for non-cash items:
Impairment
Depreciation
Amortisation of other intangible assets
Amortisation of capitalised borrowing costs
Unwind of discount on long term provisions
Share of associates’ profit net of dividends
Sale of Pacific National Tasmania
Net loss/(gain) on sale of property, plant and equipment
Equity-settled security-based payment transactions
Interest capitalised to qualifying assets
Other non-cash items

13. Trade and other receivables

Non-current
Loans to associates
Other receivables
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14. Prepayments
2009
$000

5,216
4,149
2,289
9,291

10,347
3,690
2,200
5,256

20,945

21,493

14,005

16,351

23,862
(1,904)

22,434
(2,697)

21,958

19,737

49,442
(22,663)

37,676
(22,669)

26,779

15,007

Current
Derivatives used for hedging foreign exchange risk

3,727

995

Non-current
Derivatives used for hedging foreign exchange risk

716

-

For personal use only

2010
$000

Current
Rent
Insurance
Registrations
Other

Non-current
Rent

15. Inventories
Current
Inventories
Net realisable value adjustment

Non-current
Inventories
Net realisable value adjustment

16. Derivative financial assets
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Current tax assets and liabilities
The current tax liabilities of $1.4 million (2009: $0.6 million) represent the amount of income tax payable for
the current financial period by Patrick Autocare Pty Limited which is not in the tax-consolidated group. No tax
is payable for the Asciano tax-consolidated group.
Recognised deferred tax assets and liabilities
Deferred tax assets and liabilities are attributable to the following:
Assets
$000

Liabilities
$000

Net
$000

Property, plant and equipment
Intangible assets
Derivatives
Inventories
Annual leave
Long service leave
Other employee provisions
Restructuring provision
Other provisions
Tax losses carried forward:
Revenue
Capital
Other

109,760
185
25,379
4,445
20,108
22,479
29,044
4,382
20,340

(132,360)
(21,050)
(958)
817
2

(22,600)
(20,865)
25,379
3,487
20,108
22,479
29,861
4,382
20,342

50,493
10,485
15,573

(8,801)

50,493
10,485
6,772

Net tax assets/(liabilities)

312,673

(162,350)

150,323

73,150
8,929
48,103
21,026
23,634
26,350
7,499
24,083

(125,525)
(44,229)
(1,656)
-

(52,375)
(35,300)
48,103
(1,656)
21,026
23,634
26,350
7,499
24,083

81,189
9,680
26,725

(10,455)

81,189
9,680
16,270

350,368

(181,865)

168,503

2010

2009
Property, plant and equipment
Intangible assets
Derivatives
Inventories
Annual leave
Long service leave
Other employee provisions
Restructuring provision
Other provisions
Tax losses carried forward:
Revenue
Capital
Other
Net tax assets/(liabilities)
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A deferred tax asset of $50.5 million has been recognised for revenue tax losses (2009: $81.2 million). Based
on management forecasts, Asciano considers it probable that there will be future taxable profits against which
these tax losses can be recognised. A deferred tax asset of $10.5 million (2009: $9.7 million) has also been
recognised for realised capital losses as these could be used against the deferred tax liability being carried in
relation to land which is a capital asset therefore satisfying the requirement of AASB 112 Income taxes.
The Asciano tax-consolidated group also has $34.4 million (2009: $41.9 million) of unbooked capital losses
carried forward and $87.4 million of unrecognised temporary differences ($26.2 million deferred tax asset)
relating to capital assets which it has not recognised as it is not considered probable that there would be
taxable income against which they could be utilised.
Asciano Limited formed a tax-consolidated group with effect from 15 June 2007. The consolidation process
leads to a resetting of the tax cost base of Asciano’s assets, including property, plant and equipment. During
the current period this has resulted in a decrease in the tax base of depreciable assets and the resulting
increase in deferred tax liabilities of $13.6 million (2009: $42.8 million reduction in deferred tax assets on
exiting the Toll tax-consolidated group). The impact of this additional deferred tax liability has been
recognised as an additional tax expense in the current year Income Statement. Furthermore, in May 2010,
legislation was passed enabling taxpayers to take deductions over time for tax base allocated to rights to
receive future income. Asciano is likely to have amounts of this nature in relation to its customer contracts
held on demerger. It has not been possible to form a reasonable estimation of the effect on the deferred tax
balances for the purposes of these accounts and therefore no adjustments have been made. As a result of this
ongoing refinement and recent legislative changes, further adjustments may arise in the financial year ending
30 June 2011.

Balance at
1 July
2009
$000

Recognised
in Income
Statement
$000

Recognised
in other
comprehensive
income
$000

Balance at
30 June
2010
$000

Property, plant and equipment
Intangible assets
Derivatives
Inventories
Annual leave
Long service leave
Other employee provisions
Restructuring provision
Other provisions
Tax losses carried forward:
Revenue
Capital
Other

(52,375)
(35,300)
48,103
(1,656)
21,026
23,634
26,350
7,499
24,083

29,775
14,435
(3,827)
5,143
(918)
(1,155)
(711)
(3,117)
(3,741)

(18,897)
4,222
-

(22,600)
(20,865)
25,379
3,487
20,108
22,479
29,861
4,382
20,342

81,189
9,680
16,270

(30,696)
805
(16,906)

7,408

50,493
10,485
6,772

Net tax assets/(liabilities)

168,503

(10,913)

(7,267)

150,323

2010
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17. Tax balances (continued)

2009

Property, plant and equipment
Intangible assets
Derivatives
Inventories
Annual leave
Long service leave
Other employee provisions
Restructuring provision
Other provisions
Tax losses carried forward:
Revenue
Capital
Other

Net tax assets/(liabilities)

Balance at
1 July
2009

$000

Recognised
in Income
Statement
$000

Recognised
in other
comprehensive
income
$000

Balance at
30 June
2009
$000

38,819
(74,816)
(32,366)
2,659
20,695
22,092
4,142
6,928
29,159

(91,194)
39,516
32
(4,315)
331
1,542
22,208
571
(5,076)

80,437
-

(52,375)
(35,300)
48,103
(1,656)
21,026
23,634
26,350
7,499
24,083

61,958
9,680
(2,260)

19,231
(4,342)

22,872

81,189
9,680
16,270

86,690

(21,496)

103,309

168,503

18. Equity accounted investments

Equity accounted investments

2010
$000

2009
$000

13,391

10,979
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Summary financial information for associates, adjusted for the percentage ownership held by Asciano, is as
follows:
Owned
Assets
Liabilities
Revenues
Profit
%
$000
$000
$000
$000
2010
1-Stop Connections Pty Limited1
Albany Bulk Handling Pty Limited
Australian Amalgamated Terminals Pty
Limited1
Car Compounds of Australia Pty Limited
Logistics Planning Services Pty Limited
Patrick PortLink (SA) Pty Limited
C3 Limited
Geelong Unit Trust
Australian Automotive Terminals Pty
Limited

50
50

1,770
5,934

(1,235)
(657)

4,776
3,563

1,011
1,402

50
50
50
50
50
30

63,255
2,369
718
2,079
25,265
30,299

(61,607)
(908)
(718)
(1,091)
(17,570)
(24,407)

28,494
4,218
840
3,642
35,907
2,247

6,234
808
(26)
4,589
(119)

50

-

-

-

-

131,689

(108,193)

83,687

13,899
(3,933)

Share of income tax expense
Share of profit after tax

9,966

2009
1-Stop Connections Pty Limited1
Albany Bulk Handling Pty Limited
Australian Amalgamated Terminals Pty
Limited1
Car Compounds of Australia Pty Limited
Logistics Planning Services Pty Limited
Patrick PortLink (SA) Pty Limited
C3 Limited
Geelong Unit Trust
Australian Automotive Terminals Pty
Limited

Share of income tax expense
Share of profit after tax
1

50
50

1,998
7,988

(2,609)
(2,921)

4,222
4,213

528
1,451

50
50
50
50
50
30

66,158
2,080
1,193
2,213
25,168
27,220

(65,952)
(749)
(1,193)
(1,213)
(18,627)
(19,788)

27,420
6,477
1,045
3,440
36,867
3,771

3,799
1,312
(14)
2,874
850

50

-

-

-

-

134,018

(113,052)

87,455

10,800
(2,984)
7,816

Reporting date is 31 December.

All associates were incorporated or formed in Australia, apart from C3 Limited, which was incorporated in New
Zealand.
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19. Property, plant and equipment
Buildings
$000

Plant and
equipment
$000

Leasehold
improvements
$000

Work in
progress
$000

Total
$000

Cost
Opening balance
Acquisitions1
Transfers2
Disposals3

312,252
759
-

86,089
23,546
(11)

2,555,059
587,753
(50,909)

583,439
21,079
(22,948)

412,616
512,155
(633,137)
-

3,949,455
512,155
(73,868)

Closing balance

313,011

109,624

3,091,903

581,570

291,634

4,387,742

Accumulated
depreciation and
impairment losses
Opening balance
Depreciation
Impairment
Disposals

-

(27,391)
(4,852)
(353)
11

(1,037,581)
(180,626)
(86,196)
49,864

(216,326)
(30,031)
(52,384)
20,771

-

(1,281,298)
(215,509)
(138,933)
70,646

Closing balance

-

(32,585)

(1,254,539)

(277,970)

-

(1,565,094)

312,252
313,011

58,698
77,040

1,517,478
1,837,363

367,113
303,600

412,616
291,634

2,668,157
2,822,648
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Land
$000

2010

Carrying amounts
At 1 July 2009
At 30 June 2010
2009
Cost
Opening balance
Acquisitions1
Transfers2
Disposals3

286,553
9,413
16,286
-

103,042
(16,791)
(162)

2,363,210
815
230,440
(39,406)

483,638
2
107,110
(7,311)

311,687
494,566
(392,487)
(1,150)

3,548,130
504,796
(55,442)
(48,029)

Closing balance

312,252

86,089

2,555,059

583,439

412,616

3,949,455

Accumulated
depreciation and
impairment losses
Opening balance
Transfers
Depreciation
Impairment
Disposals

-

(26,793)
2,020
(2,744)
126

(919,430)
9,390
(163,113)
(3,323)
38,895

(194,809)
(298)
(28,087)
6,868

-

(1,141,032)
11,112
(193,944)
(3,323)
45,889

Closing balance

-

(27,391)

(1,037,581)

(216,326)

-

(1,281,298)

286,553
312,252

76,249
58,698

1,443,780
1,517,478

288,829
367,113

311,687
412,616

2,407,098
2,668,157

Carrying amounts
At 1 July 2008
At 30 June 2009
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19. Property, plant and equipment (continued)
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1

Included in the cost of property, plant and equipment acquisitions is $3.0 million (2009: $8.6 million) of
borrowing costs capitalised to qualifying assets.

2

Transfers include transfer of software from plant and equipment to intangible assets in 2009 and
reclassification of property, plant and equipment to non-current assets classified as held for sale in June
2009.

3

The written down value of disposals resulting from an incident are charged to an insurance recovery account
or incident provision as appropriate.

Leased plant and equipment
Asciano has finance leases over a number of locomotives and wagons. All the locomotive finance leases have
been prepaid in full, and ownership will revert to Asciano at the expiry date of the leases (ranging from 2013 to
2015). At 30 June 2010, the net carrying amount of leased wagons was $nil (2009: $2.4 million).
Work in progress
Work in progress comprises amounts spent on various capital projects including construction and capital
improvement of locomotives, wagons and lifting equipment, and development works at various rail and port
terminals.
Impairment
The impairment of plant and equipment in the 2010 financial year primarily related to the following:
•

•
•
•
•

the $56.2 million writedown of the rail mounted gantries at Port Botany to $nil net look value following a
management review of the future viability of the assets under both the original intended use and other
uses;
the impairment of $24.3 million of assets at Webb Dock East following a reassessment of the future cash
flows due to changed assumptions around the expected date of exit from the site;
the impairment of $18.3 million rolling stock assets in the Bulk Rail business due to a reassessment of
future use of the assets;
the impairment of $12.4 million of assets related to the exit from business within Port Logistics; and
the impairment of other assets within the Container Ports and Auto, Bulk and General divisions of $27.7
million.

The key assumptions used in the value in use calculations performed to determine the recoverable values of
the impaired assets included growth rates and discount rates consistent with those outlined in note 20.
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20. Intangible assets
Software
$000

Cost
Opening balance
Acquisitions
Impairment
Disposals

3,514,060
(962,848)
-

241,544
3,057
(9,351)

445,900
-

25,000
-

4,226,504
3,057
(962,848)
(9,351)

Closing balance

2,551,212

235,250

445,900

25,000

3,257,362

Accumulated amortisation
and impairment losses
Opening balance
Amortisation
Impairment
Disposals

-

(145,461)
(16,475)
(2,420)
9,351

(164,430)
(51,906)
(25,727)
-

-

(309,891)
(68,381)
(28,147)
9,351

Closing balance

-

(155,005)

(242,063)

-

(397,068)

3,514,060
2,551,212

96,083
80,245

281,470
203,837

25,000
25,000

3,916,613
2,860,294

3,656,660

224,011

445,900

25,000

4,351,571

(142,600)
-

17,615
645
(727)

-

-

17,615
(142,600)
645
(727)

3,514,060

241,544

445,900

25,000

4,226,504
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Goodwill
$000

Customer
contracts and
relationships
$000

Brand
name
$000

Total
$000

2010

Carrying amounts
At 1 July 2009
At 30 June 2010
2009
Cost
Opening balance
Transfer from plant and
equipment
Impairment
Acquisitions
Disposals
Closing balance
Accumulated amortisation
and impairment losses
Opening balance
Amortisation
Transfer from plant and
equipment
Impairment
Disposals

-

(61,690)
(20,621)

(110,894)
(53,536)

-

(172,584)
(74,157)

-

(825)
(63,043)
718

-

-

(825)
(63,043)
718

Closing balance

-

(145,461)

(164,430)

-

(309,891)

3,656,660
3,514,060

162,321
96,083

335,006
281,470

25,000
25,000

4,178,987
3,916,613

Carrying amounts
At 1 July 2008
At 30 June 2009
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Indefinite useful life of brand name
The Patrick brand is associated with business in the Container Ports and Auto, Bulk and General divisions that
currently operate within a duopoly or have extremely high pecuniary, legislative and availability of resource
barriers to entry. It is anticipated that there is no foreseeable limit to the period over which the brand name is
expected to generate net cash inflows for Asciano, and as such has been regarded as an indefinite useful life
intangible asset.
Allocation of goodwill to CGUs
2010
$000

2009
$000

Coal
Intermodal
Container Ports
Bulk and General Ports
General Stevedoring
Autocare

523,965
350,035
1,497,490
84,826
94,896

523,965
350,035
2,257,000
237,660
145,400

Total goodwill

2,551,212

3,514,060

Due to an internal restructuring within the Auto, Bulk and General division which changed in the way in which
certain individual businesses are managed and operated, a reassessment of the CGU identification criteria was
performed during the 2010 financial year. As a result, the Bulk and General Ports CGU was separated into a
Bulk Ports CGU and a General Stevedoring CGU. As the goodwill that was originally allocated to the Bulk and
General Ports CGU was predecessor goodwill that arose from Toll’s acquisition of the Patrick Stevedoring
business, all of this goodwill relates to the General Stevedoring CGU.
The assessment of the recoverable amounts of goodwill is based on value-in-use calculations undertaken at
the CGU level. Value in use is calculated using a discounted cash flow methodology covering a nine year
period with a terminal value at the end of the period.

The carrying amounts of goodwill in the CGUs were fully supported as at the reporting date. The following
describes the key assumptions on which management has based its cash flow projections:
Cash flow forecasts
Cash flow forecasts are based on the most recent nine year financial projections and have been adjusted to
exclude the costs and benefits of non-committed expansionary capital expenditure. The nine year period is
believed to be a more reliable and accurate prediction of the eventual cash flows than shorter term (five year)
forecasts, due to the quantum of upfront investment, the length of time and capital expenditure required to
bring the infrastructure assets into full production, the longevity of the infrastructure assets, the lack of
available substitutes and the strategic importance of the various infrastructure business to the economy, all of
which combine to ensure that longer term cash flow projections are paramount to an accurate assessment.
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Growth rates
Volume growth rates used for the three year period from 2011 to 2013 assume an economic recovery over
that period to pre-2009 growth rates. From 2013, the financial projections are based on management’s
expectations for future performance with volume compound annual growth rates of between 2.3% and 6.0%
per annum. These are consistent with growth rate assumptions used in the 2009 projections.
Terminal values
Terminal values calculated after year nine have been determined using the stable growth model, having regard
to the weighted average cost of capital (“WACC”) and terminal growth factor of 2.75% (2009: 2.75%) per
annum which is considered appropriate to the businesses in which each CGU operates.
Discount rates
Discount rates used are the pre-tax WACC and include a premium for market risks appropriate to the relevant
CGU. The WACCs range from 13.6% to 16.6% (2009: 14.2% to 15.5%) per annum.
Impact of possible changes in key assumptions
If the WACCs for the Container Ports, General Stevedoring, and Autocare CGUs had been 0.5% higher than
management’s estimates, Asciano would have recognised further goodwill impairment in these CGUs of
$124.4 million, $11.8 million, and $16.7 million respectively.
If the long term growth rates for the Container Ports, General Stevedoring, and Autocare CGUs had been
0.25% lower than management’s estimates, Asciano would have recognised further goodwill impairment in
these CGUs of $33.3 million, $6.9 million, and $5.6 million respectively.

21. Other assets

Non-current
Capitalised borrowing costs
Other

2010
$000

2009
$000

35,464
2,290

24,373
250

37,754

24,623

110

Asciano Limited
Notes to and forming part of the financial statements
For the year ended 30 June 2010

For personal use only

22. Non-current assets classified as held for sale

Prepayments
Inventories
Property, plant and equipment

2010
$000

2009
$000

-

146
1,299
27,366

-

28,811

The Pacific National Tasmania rail business of the Intermodal division was presented as part of a disposal
group in the prior year. The sale to the State Government of Tasmania was effected at 30 November 2009.

23. Trade and other payables
Note

Current
Trade payables
Other payables and accrued expenses

Non-current
Other payables and accrued expenses
Defined benefit plan liability

31

2010
$000

2009
$000

125,326
135,940

159,274
123,667

261,266

282,941

12,495
67,195

345
58,953

79,690

59,298

-

841
2,690,600
4,500

-

2,695,941

2,750,000

2,250,000

2,750,000

2,250,000

24. Loans and borrowings

Current
Finance lease liabilities
Secured bank borrowings
Loans from related parties

Non-current
Secured bank borrowings

Loans and borrowings are secured over the assets and undertakings of the Parent and each of the holding
companies that sit immediately below it.
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Bank facilities
The following table provides details of the components of the bank facilities:

Maturity

Syndicated term loan
Syndicated revolving credit facility
Syndicated term loan
Syndicated term loan
Capital expenditure facility
Less: cash and cash equivalents

Dec 2014
Dec 2013
May 2012
May 2010
May 2010

Net bank debt
Working capital facilities1

1

Dec 2013

2010
Total
facility
Utilised
$000
$000

2009
Total
facility
$000

Utilised
$000

500,000
500,000
2,250,000
-

500,000
2,250,000
(215,287)

2,250,000
2,250,000
550,000
-

2,250,000
2,250,000
440,600
(680,607)

3,250,000

2,534,713

5,050,000

4,259,993

140,000

119,450

167,462

126,852

3,390,000

5,217,462

All of the utilised working capital facilities are in respect of performance bonds and bank guarantees.

Asciano pays interest on its facilities at a margin above the bank bill swap rate. As at 30 June 2010, Asciano’s
debt was hedged to 78% (2009: 70%).

25. Derivative financial liabilities

Current
Derivatives used for hedging foreign exchange risk
Derivatives used for hedging interest rate risk

Non-current
Derivatives used for hedging foreign exchange risk
Derivatives used for hedging interest rate risk

2010
$000

2009
$000

39,077
463
39,540

97,860
3,687
101,547

49,501
49,501

61
59,731
59,792
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26. Provisions and employee benefits
2009
$000

Current
Workers compensation
Restructuring
Incident
Travel passes
Other

8,153
10,637
20,336
1,137
7,442

8,146
25,016
20,531
978
10,526

Balance before employee benefits
Long service leave
Annual leave
Other employee entitlements

47,705
67,622
67,160
14,794

65,197
65,424
69,856
14,949

197,281

215,426

Non-current
Workers compensation
Incident
Site restoration
Travel passes
Other

22,591
16,230
26,908
1,805

23,675
250
17,745
24,362
1,930

Balance before employee benefits
Long service leave

67,534
7,309

67,962
13,435

Total non-current provisions and employee benefits

74,843

81,397
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2010
$000

Total current provisions and employee benefits
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26. Provisions and employee benefits (continued)

Workers
compensation

Restructuring

Incident

Site
restoration

Travel
passes

Other

Total

For personal use only

Reconciliation of movement in non-employee provisions

Opening balance
Made
Utilised
Reversed
Discount unwind

31,821
10,914
(12,861)
870

25,016
4,378
(15,400)
(3,357)
-

20,781
22,457
(16,516)
(6,386)
-

17,745
(1,000)
(515)
-

25,340
1,904
(674)
1,475

12,456
1,026
(4,849)
65
549

133,159
40,679
(51,300)
(10,193)
2,894

Closing balance

30,744

10,637

20,336

16,230

28,045

9,247

115,239

Represented by:
Current
Non-current

8,153
22,591

10,637
-

20,336
-

16,230

1,137
26,908

7,442
1,805

47,705
67,534

30,744

10,637

20,336

16,230

28,045

9,247

115,239

Opening balance
Made
Utilised
Reversed
Discount unwind

32,343
9,620
(10,335)
(3,488)
3,681

23,095
19,782
(11,271)
(6,590)
-

20,106
13,666
(7,875)
(5,116)
-

11,697
7,431
(1,383)
-

18,538
5,183
(1,627)
3,246

51,419
(55)
(21,043)
(17,865)
-

157,198
55,627
(53,534)
(33,059)
6,927

Closing balance

31,821

25,016

20,781

17,745

25,340

12,456

133,159

Represented by:
Current
Non-current

8,146
23,675

25,016
-

20,531
250

17,745

978
24,362

10,526
1,930

65,197
67,962

31,821

25,016

20,781

17,745

25,340

12,456

133,159

$000

2010

2009
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Workers compensation provision
Workers compensation relates to Pacific National (NSW) Pty Limited, which is a licensed self-insurer for
workers compensation claims made under the Workers Compensation Act 1987 (NSW) and the Workplace
Injury Management and Workers Compensation Act 1998 (NSW). Asciano Services Pty Limited is also selfinsured under the Safety, Rehabilitation and Compensation Act 1988 (Cth). As a condition of the licences,
Asciano maintains an 'excess of loss' (workers compensation) insurance policy for each licence for any one
event exceeding $1 million (indexed).
A provision is maintained to cover claims made or likely to be made by employees up to $1 million for any one
event. The provision at 30 June 2010 is made in accordance with an actuarial assessment of the liability for
workers compensation claims conducted by McMahon Actuarial Services Pty Limited.
Restructuring provision

The restructuring provision primarily represents the estimated cost of a redundancy program in process. The
expenditure is expected to be incurred over the next calendar year, with the majority of the expenditure in the
next six months.
Incident provision
The incident provision is the expected cost of claims relating to train and other incidents. The timing of this
expenditure is between one and five years.
Site restoration provision
The site restoration provision is an estimate of environmental costs to be incurred over the next 10 years. A
provision for site restoration in respect of contaminated land and the related expense are recognised when
the need is identified. The provision is the best estimate of the present value of the expenditure required to
settle the site restoration obligation at the reporting date, based on current legal requirements and
technology.
Travel passes provision
The travel passes provision relates to the cost of retiree rail travel passes and is based on an actuarial
assessment. Retiree rail travel passes relate to retired ex-employees of FreightCorp (the business acquired by
an Asciano subsidiary in 2002) who held a life-long travel pass and ex-employees of FreightCorp who became
employees of Pacific National who were expected to become entitled to a retiree pass on exiting the business.
Timing of the expenditure is dependent upon the age of the passholder, length of service, expected exit date
and life expectancy.
Other provisions

Other provisions include, for example, onerous contracts and legal provisions. Legal provisions represent an
estimate of the cost of defending and/or settling any claims against Asciano. Timing of expenditure varies on a
case-by-case basis.
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Asciano is a stapled group, comprising Asciano Limited and its controlled entities (and includes Asciano
Finance Trust). The movement in the issued securities is presented below:

Allotment date

Issue
price
$

21 July 2009
27 July 2009
20 August 2009

0.59
0.59
0.60

Number of
shares/units

$000

1,218,837,054
388,442,791
1,227,272,727
91,551,311
-

7,189,373
229,181
724,091
54,931
(16,837)

1,707,266,829

991,366

2,926,103,883

8,180,739

1,218,837,054
388,442,791
1,227,272,727
91,551,311
-

581,217
198,106
625,909
45,776
(20,941)

1,707,266,829

848,850

2,926,103,883

1,430,067

656,596,506
18,586,736
23,634,082
520,019,730
-

6,765,651
46,474
91,793
306,812
(21,357)

562,240,548

423,722

1,218,837,054

7,189,373

2010
Asciano Limited
Balance at 1 July 2009
Retail entitlement offer
Conditional placement
SPP
Transaction costs, net of tax

Balance at 30 June 2010
Asciano Finance Trust
Balance at 1 July 2009
Retail entitlement offer
Conditional placement
SPP
Transaction costs

21 July 2009
27 July 2009
20 August 2009

0.51
0.51
0.50

Balance at 30 June 2010
2009
Asciano Limited
Balance at 1 July 2008
DRP
SPP
Allocation interests1
Transaction costs, net of tax

Balance at 30 June 2009

26 August 2008
16 September 2008
30 June 2009

2.50
3.88
0.59
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27. Contributed equity (continued)

Allotment Date

Issue
price
$

26 August 2008
16 September 2008
30 June 2009

0.51
0.51
0.51

Number of
shares/units

$000

656,596,506
18,586,736
23,634,082
520,019,730
-

320,713
9,423
11,983
265,210
(26,112)

562,240,548

260,504

1,218,837,054

581,217

Asciano Finance Trust
Balance at 1 July 2008
DRP
SPP
Allocation interests1
Transaction costs

Balance at 30 June 2009
1

An allocation interest is the unconditional right to receive securities that were already paid for at 30 June
2009 but were only allotted on 1 July 2009. From 1 July 2009, these are described as shares/units on issue.

The table below shows the timing of the settlement in July and August 2010 and allotment of the components
of Asciano’s equity raising before transaction costs:

Investor
category

Settlement
date

Allotment
date

Number of
securities

Parent
$000

Trust
$000

Asciano
$000

Retail entitlement offer1
Conditional placement1
SPP2

20 July
24 July
12 August

21 July
27 July
20 August

388,442,791
1,227,272,727
91,551,311

229,181
724,091
54,931

198,106
625,909
45,776

427,287
1,350,000
100,707

1,707,266,829

1,008,203

869,791

1,877,994

Total equity raising during
the year
1

The proceeds of the securities of $1.10 per security and the transaction costs have been split between
Asciano Limited and Asciano Finance Trust in the ratio of $0.59 and $0.51 respectively.

2

The proceeds of the securities of $1.10 per security and the transaction costs have been split between
Asciano Limited and Asciano Finance Trust in the ratio of $0.60 and $0.50 respectively.

DRP
The DRP was announced in May 2008 and allows securityholders to reinvest all or part of their distributions in
additional securities. The DRP was activated for the June 2008 final distribution. The final distribution for the
2008 financial year was paid on 26 August 2008. No distribution has been paid since.
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Distributions actually paid or satisfied by the issue of securities under the DRP were as follows:
2010
$000

2009
$000

Cash paid to securityholders
Satisfied by issue of securities
DRP residual balance1

-

95,101
55,897
19

Total distribution

-

151,017

1

The DRP residual balance is the remaining balance which could not account to one full security and will
therefore be carried forward to the next distribution reinvestment.

The holders of ordinary securities are entitled to receive distributions as declared from time to time and are
entitled to one vote per security at meetings of Asciano. All securities rank equally with regard to Asciano's
residual assets. Where Asciano's securities are held by the Parent, all rights are suspended until those
securities are reissued.

28. Reserves
Reconciliation of movement in reserves

Common
control
$000

Translation
$000

Hedge
$000

Employee
equity
benefits
$000

Opening balance
Other comprehensive income
Option expense

(4,911,186)
-

(1,304)
138
-

(112,167)
44,092
-

1,874
1,337

(5,022,783)
44,230
1,337

Closing balance

(4,911,186)

(1,166)

(68,075)

3,211

(4,977,216)

Opening balance
Other comprehensive income
Option expense

(4,911,186)
-

(1,651)
347
-

74,644
(186,811)
-

1,704
170

(4,836,489)
(186,464)
170

Closing balance

(4,911,186)

(1,304)

(112,167)

1,874

(5,022,783)

Total
$000

2010

2009
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Common control reserve
As a result of combinations of entities under common control, an equity account was created as a component
of equity. This account has been called the common control reserve. The balance of the account represents
the excess of the fair value of Asciano securities as traded on 15 June 2007 over the initial carrying value of the
Patrick, Pacific National and Toll Ports businesses transferred from Toll to Asciano at the time of the demerger.
Translation reserve
The translation reserve comprises all foreign currency differences arising from the translation of the financial
statements of foreign operations, as well as from the translation of liabilities that hedge the Parent's net
investment in a foreign subsidiary.
Hedge reserve
The hedge reserve comprises the effective portion of the cumulative net change in the fair value of cash flow
hedging instruments, net of tax, related to hedged transactions that have not yet occurred.
Employee equity benefits reserve
The employee equity benefits reserve is used to record the value of security-based payments provided to
employees, including Key Management Personnel (“KMP”), as part of their remuneration. The current balance
relates to unexercised options issued to senior executives under the Asciano Options and Rights Plan (“Option
Plan”). The initial fair value attributed to the options at grant date is recognised on a straight line basis over
the vesting period. This reserve will be reversed against contributed equity if the underlying options are
exercised and result in securities being issued. Refer to note 37(a) for further details of the Option Plan.

29. Retained earnings
2010
$000

2009
$000

Opening balance
Current period (loss)/profit after tax
Other comprehensive income1

224,943
(788,523)
(9,848)

185,283
71,761
(32,101)

Closing balance

(573,428)

224,943

1

Amount represents actuarial losses on defined benefit funds for the period (after tax) recognised directly in
retained earnings. Refer to note 31.

Dividend franking account
On demerger from Toll, the opening balance in the dividend franking account was zero since all franking
credits generated prior to the demerger date remained with Toll.
The balance as at 30 June 2010 $17,193,233 (2009: $15,397,091) in the franking account arises from franked
dividends received by the Asciano tax-consolidated group.
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30. Non-controlling interests

Contributed equity
Reserves
Retained earnings

Trust
$000

2010
Other
$000

Total
$000

1,430,067
(965,789)

6,364
3,048

464,278

9,412

Trust
$000

2009
Other
$000

Total
$000

1,430,067
6,364
(962,741)

581,217
(776,655)

6,364
1,308

581,217
6,364
(775,347)

473,690

(195,438)

7,672

(187,766)

Trust non-controlling interest
Under AASB Interpretation 1002, the interests of the unitholders in Asciano Finance Trust are shown as noncontrolling interests of Asciano even though the unitholders of the Trust are also shareholders of Asciano
Limited by virtue of the stapling arrangement.
Other non-controlling interests
Other non-controlling interests relate to the 20% of Patrick Autocare Pty Limited and 20% of Patrick Technology
& Systems Pty Limited not held by the Parent.
Movement in non-controlling interests
Trust
$000

2010
Other
$000

Total
$000

Trust
$000

2009
Other
$000

Total
$000

581,217
848,850

-

581,217
848,850

320,713
260,504

-

320,713
260,504

1,430,067

-

1,430,067

581,217

-

581,217

Reserves
Opening balance

-

6,364

6,364

-

6,364

6,364

Closing balance

-

6,364

6,364

-

6,364

6,364

(776,655)

1,308

(775,347)

(458,456)

4,570

(453,886)

(189,134)
-

1,740
-

(187,394)
-

(318,199)
-

2,338
(5,600)

(315,861)
(5,600)

(965,789)

3,048

(962,741)

(776,655)

1,308

(775,347)

464,278

9,412

473,690

(195,438)

7,672

(187,766)

Contributed equity
Opening balance
Issue of units
Closing balance

Retained earnings
Opening balance
Total comprehensive
income
Distributions paid
Closing balance
Total
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Distributions
No distributions were declared in the current or prior financial year.

31. Superannuation
Defined contribution funds

Asciano contributes to a number of defined contribution funds on behalf of employees. Under current
legislation, employees are able to choose the fund into which these contributions are made, and Asciano pays
contributions into the various funds in accordance with the employees' instructions. Contributions made to
the funds were $46.7 million.
Victorian State Superannuation Fund

Asciano also contributes on behalf of certain employees to defined benefit schemes that are part of the
Victorian State Superannuation Fund (“VSSF”). Certain employees of V/Line Freight Corporation, which was
acquired by Freight Victoria Limited (subsequently renamed Pacific National (Victoria) Limited) on 1 May 1999,
elected to continue their membership of the defined benefit schemes at acquisition. Membership of the
defined benefit schemes had been closed to new members prior to 1 May 1999. As at 30 June 2010, there
were 120 (2009: 120) employees still in the defined benefit schemes.
The State Government of Victoria retains liability for investment risk in the VSSF while Asciano’s exposure is in
relation to future contribution rates only. Contribution rates may increase above current rates where the level
of salary and wage increases exceeds that assumed by the actuary. The level of contributions in respect of
these funds is determined by the VSSF’s board based on advice from the actuary. For accounting purposes,
the State Government of Victoria recognises the unfunded superannuation liability in respect of the
Emergency Services Superannuation Scheme (“ESSS”) (of which the VSSF is a sub-scheme) in its financial
statements.
David Knox (BA, PhD, FIA, FIAA), the actuary who prepares the AASB 119 Employee Benefits liabilities for the
State Government of Victoria’s, has advised that given the nature of the ESSS, the State Government of
Victoria’s commitment to the ESSS, the pooling of risk and the difficulties in reliably allocating the benefit
liabilities and assets between entities, it is appropriate for Asciano to use the defined contribution reporting
approach available under the multi-employer fund provisions of AASB 119. This approach is also consistent
with the treatment of Asciano's contribution in the calculation of the State Government of Victoria's balances.
Stevedoring Employees Retirement Fund

Asciano also contributes on behalf of certain employees into the Stevedoring Employees Retirement Fund
(“SERF”). The SERF is a superannuation fund that, in addition to providing defined contribution benefits to
some categories of members, provides other members with defined benefits. There were 44 (2009: 48)
employees in the defined benefit fund and 2,494 (2009: 2,574) employees in the defined contribution fund as
at 30 June 2010.
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The SERF is a multi-employer industry-based superannuation fund. There is no basis that could be used to
definitively apportion the benefits, assets and costs associated with the SERF between the various full
participating employers.
The SERF’s actuary advised that the surplus in the fund continues to be zero at 30 June 2010, primarily as a
result of the performance of equity markets during the period. The actuary used a net of tax discount rate of
6.0% (2009: 6.0%) per annum and an assumed wage escalation rate of 4.0% (2009: 4.0%) per annum. Asciano
has made normal contributions to the fund in 2010 at the request of the fund trustee.
Defined benefit funds
Asciano is a sponsor of a number of pooled defined benefit funds relating to employees it took over from
closed New South Wales public sector entities. The funds include the State Superannuation Scheme (“SSS”),
the State Authorities Superannuation Scheme (“SASS”) and the State Authorities Non-Contributory
Superannuation Scheme (“SANCS”). These schemes are all defined benefit schemes and at least one
component of the final benefit is derived from a multiple of member salary and years of membership. There
were 571 (2009: 615) employees in these defined benefit funds as at 30 June 2010.
In accordance with various trust deeds, where a deficit exists in the funds the trustee may request additional
contributions by employers in order to manage down the deficit over time. Asciano made additional
contributions of $nil (2009: $0.9 million) during the 2010 financial year at the request of the trustee.
In accordance with AASB 119, Asciano has elected to reflect actuarial gains and losses, after tax, directly in
other comprehensive income. Other gains and losses are reflected in the current period Income Statement.
2010
$000

2009
$000

49,619
42,896
9,764
6,883
15,206
15,366
20,327

51,555
41,758
9,958
7,549
16,061
12,849
20,879

160,061

160,609

Movement in the present value of fund assets
Balance at the beginning of the financial period
Contributions paid into the funds
Benefits paid by the funds
Expected return on fund assets
Actuarial adjustments recognised in equity

160,609
10,194
(21,849)
13,805
(2,698)

191,298
9,999
(12,746)
15,181
(43,123)

Balance at the end of the financial period

160,061

160,609

Fund assets comprise:
Australian equities
Overseas equities
Australian fixed interest securities
Overseas fixed interest securities
Property
Cash
Other
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2009
$000

Movement in the present value of the defined benefit obligation
Balance at the beginning of the financial year
Contributions paid into the funds
Benefits paid by the funds
Current service costs and interest
Actuarial losses recognised in other comprehensive income

219,562
2,274
(21,849)
15,897
11,372

210,322
2,281
(12,746)
16,970
2,735

Balance at the end of the financial year

227,256

219,562

Expenses recognised in the Income Statement
Current service costs
Interest cost
Expected return on plan assets

3,846
12,051
(13,805)

3,713
13,257
(15,181)

2,092

1,789

14,826

(27,138)

2,092
5,828

1,789
5,929

7,920

7,718

Actuarial gains and losses recognised directly in other comprehensive income
Balance at the beginning of the financial year

(61,688)

(29,587)

Recognised directly in other comprehensive income
Tax thereon

(14,070)
4,222

(45,859)
13,758

Other comprehensive income, net of tax

(9,848)

(32,101)

Balance at the end of the financial year

(71,536)

(61,688)

2010
% pa

2009
% pa

5.2
3.5
2.5
8.6
7.3

5.6
3.5
2.5
8.3
7.3

For personal use only

2010
$000

Total included in employee benefits expense
Actual return on plan assets
Contribution to defined benefit funds
Employee benefits expense in the Income Statement
Reduction in the defined benefit liability

Actuarial assumptions

Discount rate
Future salary increases
Rate of Consumer Price Index (“CPI”) increase
Expected rate of return on assets backing current pension liabilities
Expected rate of return on assets backing other liabilities
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Employer contributions
Employer contributions to the funds are based on recommendations by the funds’ actuaries. Actuarial
assessments are made on an annual basis and the last such assessment was conducted as at 30 June 2010.

The objective of the funding is to ensure that the benefit entitlements of members and other beneficiaries are
fully funded by the time they become payable. The method used to determine the employer contribution
recommendations at the last actuarial review was the projected unit credit method. The method adopted
affects the timing of the cost to the employer. Under the projected unit credit method, the employer
contribution rate is determined so that sufficient assets will be available to meet benefit payments to existing
members, taking into account the current value of assets and future contributions.
Using the funding method described above and particular actuarial assumptions as to the funds’ future
experience, the actuary recommended in the actuarial review as at 30 June 2010, the payment of employer
contributions to the funds at the following rates of salaries for employees who are members of the defined
benefit funds. These contribution rates were adopted by Asciano as of 30 June 2010.
The contribution rates recommended by the actuary as a percentage of employee salaries are as follows:

SSS
SASS
SANCS

2010
% pa

2009
% pa

2.3
3.7

2.3
3.7

Surplus/(deficit) for each defined benefit plan on a funding basis
SSS
$000

SASS
$000

SANCS
$000

Total
$000

(2,503)
4,339

(204,033)
141,352

(20,720)
14,370

(227,256)
160,061

1,836

(62,681)

(6,350)

(67,195)

(2,262)
4,015

(197,036)
142,718

(20,264)
13,876

(219,562)
160,609

1,753

(54,318)

(6,388)

(58,953)

(1,784)
4,746

(190,605)
170,715

(17,933)
15,837

(210,322)
191,298

2,962

(19,890)

(2,096)

(19,024)

2010
Defined benefit obligation
Fund assets
Net surplus/(deficit)
2009
Defined benefit obligation
Fund assets
Net surplus/(deficit)
2008
Defined benefit obligation
Fund assets
Net surplus/(deficit)
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Roll-forward in defined benefit liability
2009
$000

Balance at the beginning of the financial year
Reduction in the defined benefit liability
Current year defined benefit superannuation fund losses, after tax
Tax effect of defined benefit superannuation fund losses

58,953
(5,828)
9,848
4,222

19,023
(5,929)
32,101
13,758

Balance at the end of the financial year

67,195

58,953

101,750
305,064
660,969

78,085
253,501
719,402

1,067,783

1,050,988

For personal use only

2010
$000

32. Operating leases
Non-cancellable operating lease rentals are payable as follows:
Within one year
One year or later and no later than five years
Later than five years

Asciano leases property under non-cancellable operating leases expiring between two to 47 years. Leases
generally provide Asciano with a right of renewal, at which time all terms are renegotiated. Lease payments
comprise a base amount plus an incremental contingent rental. Contingent rentals are based on either
movements in the CPI or operating criteria.

33. Capital and other commitments

Plant and equipment
Contracted capital expenditure committed but not yet payable:
Within one year
One year or later and no later than five years
Later than five years

Maintenance commitments
Non-cancellable maintenance contracts committed but not yet payable:
Within one year
One year or later and no later than five years

2010
$000

2009
$000

214,250
141,259
-

399,507
44,257
12,478

355,509

456,242

46,212
49,814

83,232
97,250

96,026

180,482
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On 30 November 2009, the assets of the Pacific National Tasmania rail business operations of the Intermodal
division were sold to the State Government of Tasmania for cash consideration of $29.7 million, net of
transaction costs. The assets were previously reflected as non-current assets classified as held for sale at 30
June 2009.
The following summary represents the assets and liabilities sold to the State Government of Tasmania and the
profit earned on the transaction:

Assets
Prepayments
Inventories
Property, plant and equipment
Liabilities
Employee benefits

2010
$000

2009
$000

115
1,218
27,266

-

28,599

-

2,059
2,059

-

Net assets

26,540

-

Cash consideration, net of transaction costs

29,690

-

3,150

-

Profit

35. Contingencies
Litigation

From time to time, Asciano is subject to claims and litigation during the normal course of business. The Board
has given consideration to such matters, which are or may be subject to litigation at year end and, subject to
specific provisions raised, is of the opinion that no material liability exists.
Environmental liabilities
Asciano provides for all known environmental liabilities. While the Board believes that its provisions for
environmental rehabilitation are adequate, there can be no assurance that material new provisions will not be
required as a result of new information or regulatory requirements with respect to known sites or
identification of new remedial obligations at other sites.
Contingent assets
Asciano has instituted proceedings for the recovery of consequential damages suffered as a result of the
subsidence and crumbling of pavement works carried out by third parties at both the Fisherman Islands and
Port Botany sites. The Directors are confident the claims will be successful; however, as recovery is not
virtually certain as defined by the accounting standards, no assets have been recognised.
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(a) KMP
Details on the remuneration paid to the Non-Executive Directors, Executive Director and those executives who
have authority and responsibility for planning, directing and controlling the activities of Asciano (“KMP”) are
provided under section 7 of the Directors’ report.
KMP remuneration
The aggregate remuneration of the KMP is set out below:
2010
$

2009
$

Remuneration elements
Short term employee benefits
Post-employment benefits
Other long term employee benefits
Termination benefits
Security-based payments

10,204,203
328,118
122,495
2,735,151
1,337,085

7,944,832
456,293
128,999
251,426

Total remuneration

14,727,052

8,781,550

Equity holdings and transactions
The movement during the financial year in the number of Asciano’s securities held directly, indirectly or
beneficially by KMP including their related parties, is set out in the following table:
2010
KMP

Opening
balance

Acquired

Sold

Other

Closing
balance

26,273
136
-

330,000
49,884
50,000

-

-

330,000
26,273
49,884
136
50,000

76,281,668

76,297,578

(40,000,000)

-

112,579,246

Executives
Paul Garaty
Chris Keast
Saul Cannon
David Irwin
Steven Ford

104,603
32,439
136
161,581

117,331
153,182
3,614
167,945

(102,267)
(90,000)

-

119,667
185,621
3,750
239,526

Former Non-Executive
Director
Tim Poole

131,589

-

(131,589)

-

Former Executives
Don Telford1
Peter McGregor2
Doug Schultz3

652,099
5,000
8,536

-

(652,099)
(5,000)
(8,536)

-

Non-Executive Directors
Malcolm Broomhead
Chris Barlow
Bob Edgar
Peter George
Geoff Kleemann

Executive Director
Mark Rowsthorn

-
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Opening
balance

Acquired

Sold

Other

Closing
balance

Non-Executive Directors
Tim Poole
Chris Barlow
Peter George

131,589
26,273
136

-

-

-

131,589
26,273
136

70,862,267

5,419,401

-

-

76,281,668

Executives
Don Telford1
Peter McGregor2
Saul Cannon
Doug Schultz3
Paul Garaty
Steven Ford
David Irwin

670,636
5,000
30,136
8,536
104,603
161,581
136

6,463
2,303
-

(25,000)
-

-

652,099
5,000
32,439
8,536
104,603
161,581
136

Former Executives
Robert Jeremy4
Graham Lyon4
Austen Perrin5

16,000
902,054
13,482

-

-
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2009
KMP

Executive Director
Mark Rowsthorn

(16,000)
(902,054)
(13,482)

-

1

The employment of Don Telford was terminated on 1 January 2010.

2

The employment of Peter McGregor was terminated on 30 April 2010.

3

The employment of Doug Schultz was terminated on 14 August 2009.

4

The employment of these executives was terminated on 2 July 2008.

5

The employment of Austen Perrin as CFO was terminated on 28 April 2008. Austen Perrin continued to be
employed by Asciano Limited but with different duties until 31 August 2008.
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Option holdings and transactions
The movement during the period in the number of Asciano’s options held directly, indirectly or beneficially by
KMP including their related parties, is set out below:
Opening
balance

Awarded as
remuneration

Lapsed

Closing
balance

3,285,049

3,861,702

-

7,146,751

Executives
Paul Garaty
Chris Keast
Saul Cannon
David Irwin
Steven Ford

240,627
302,356
150,130
180,994

319,149
319,149
319,149
212,766
212,766

-

559,776
319,149
621,505
362,896
393,760

Former executives
Don Telford1
Peter McGregor2
Doug Schultz3

995,469
431,544
271,491

638,298
-

(995,469)
(1,069,842)
(271,491)

-

1,120,370

2,164,679

-

3,285,049

339,506
73,746
123,457
92,592
61,728
61,728
30,864

655,963
357,798
178,899
178,899
178,899
119,266
119,266

-

995,469
431,544
302,356
271,491
240,627
180,994
150,130

92,593
92,593

-

(92,593)
(92,593)

-

KMP
2010
Executive Director
Mark Rowsthorn

2009

Executive Director
Mark Rowsthorn
Executives
Don Telford1
Peter McGregor2
Saul Cannon
Doug Schultz3
Paul Garaty
Steven Ford
David Irwin
Former executives
Robert Jeremy4
Graham Lyon4
1

The options belonging to Don Telford lapsed on termination of his employment on 1 January 2010.

2

The options belonging to Peter McGregor lapsed on termination of his employment on 30 April 2010.

3

The options belonging to Doug Schultz lapsed on termination of his employment on 14 August 2009.

4

The options belonging to these executives lapsed on termination of their employment on 2 July 2008.
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The Non-Executive Directors did not hold any options during the reporting period. No options vested or were
exercised during the reporting period.
Loans with KMP
No loans were made to KMP during the current or prior financial year.
Other transactions with KMP
The results for the year included the following items of revenue and expense that resulted from transactions
with KMP or their related entities:
•

the MD and CEO, Mark Rowsthorn, is a director and majority shareholder of Marcplan Charter Pty Limited.
During the year, $268,202 (2009: $104,905) was paid to Marcplan Charter Pty Limited for the use of a
corporate jet. Most of these fees were for charter services to Asciano. These charter fees are set at a 10%
discount to the standard rate charged by the industry. Where the jet is not chartered, ticket charges were
equivalent to normal commercial airline rates; and

•

the consultancy arrangement and provision of services by Peter George in respect of the efficiency review
was concluded in the 2009 financial year, when $184,062 was paid.

A number of KMP, or their related parties, hold positions in other entities that result in them having control or
significant influence over the financial or operating policies of those entities. A number of these entities
transacted with Asciano in the reporting period. The terms and conditions of the transactions with KMP and
their related parties were no more favourable than those available, or which might reasonably be expected to
be available, on similar transactions to non-KMP related entities on an arm’s length basis.
(b) Significant subsidiaries
All significant operating subsidiaries listed below were incorporated in Australia and are 100% owned, except
Patrick Autocare Pty Limited, which is 80% owned.
Asciano Services Pty Limited
Pacific National (NSW) Pty Limited
Pacific National (QLD) Pty Limited
Patrick Autocare Pty Limited
Patrick Container Ports Pty Limited
Patrick Ports Pty Limited
Patrick Stevedores Holdings Pty Limited
Patrick Stevedores Operations Pty Limited
Patrick Stevedores Operations No 2 Pty Limited
Patrick Stevedoring Pty Limited
Plzen Pty Limited
PN Tas (Operations) Pty Limited
PSL Services Pty Limited
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(c) Transactions with related parties

Transactions with associates
Sales revenue
Purchases/services received
Dividend and distribution revenue
Interest revenue

2010
$000

2009
$000

14,156
37,881
7,645
1,503

12,323
36,226
9,714
1,701

Balances of loans with associates and related entities are disclosed in notes 13 and 24. Included in loans to
associates are interest bearing loans of $14,057,716 (2009: $14,928,000).

37. Security-based payments
(a) Asciano Options and Rights Plan
The Option Plan was established to provide long term incentives for executives and selected employees.
Under the Option Plan, participants are granted options that only vest if certain time-based and performancebased vesting conditions are met. Participation in the Option Plan is at the Board’s discretion and no
individual has a contractual right to participate in the Option Plan or to receive any guaranteed benefits.

The number of options granted to executives and selected employees is based upon their Target LTI. This
Target LTI is determined based upon the executive’s or employee’s level of seniority and contribution to the
profitability of Asciano.
The options vest over a three to four year period. 75% of options allocated are subject to EBIT growth per
security, and 25% of options allocated are subject to Asciano’s relative TSR performance against companies in
the S&P/ASX 200 Index. The options also have an additional, inherent, performance hurdle, being that the
security price at vesting date must be above the exercise price.

Vested options can be exercised to acquire securities in Asciano, subject to paying an exercise price. There
were two grants of options during the 2010 financial year. The acquired securities are subject to a holding lock
for a maximum period of 10 years from the date the options were granted. Once the holding lock has lifted,
the securities can be sold at any time subject to compliance with the Asciano Securities Trading Policy.
Options are granted under the Option Plan for no consideration and carry no dividend or voting rights. The
first grant, on 8 October 2009, had an exercise price of $1.52 per security and the second grant, on 23 October
2009, also had an exercise price of $1.52 per security.
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Set out below are the key terms of options granted under the Option Plan:
2010
Grant
date
19/11/07
19/11/07
07/02/08
07/02/08
23/09/08
23/09/08
22/10/08
22/10/08
08/10/09
08/10/09
23/10/09
23/10/09

Tranche
A
B
A
B
A
B
A
B
A
B
A
B

Expiry
date
30/06/12
30/06/12
30/06/12
31/12/12
30/06/13
30/06/13
30/06/13
30/06/13
30/06/14
30/06/14
30/06/14
30/06/14

Exercise
price
$8.43
$8.43
$7.00
$7.00
$4.24
$4.24
$4.24
$4.24
$1.52
$1.52
$1.52
$1.52

Fair value
grant
$1.44
$1.07
$0.96
$1.01
$0.91
$0.89
$0.53
$0.53
$0.53
$0.51
$0.53
$0.51

Opening
balance
2,144,677
714,893
55,310
18,436
3,146,387
1,048,796
1,623,509
541,170
-

Granted
4,340,437
1,446,812
2,896,277
965,426

Lapsed
(495,371)
(165,124)
(55,310)
(18,436)
(1,198,625)
(399,541)
(702,131)
(234,045)
-

Closing
balance
1,649,306
549,769
1,947,762
649,255
1,623,509
541,170
3,638,306
1,212,767
2,896,277
965,426

9,293,178

9,648,952

(3,268,583)

15,673,547

2009
Grant
date
19/11/07
19/11/07
07/02/08
07/02/08
23/09/08
23/09/08
22/10/08
22/10/08

Tranche
A
B
A
B
A
B
A
B

Expiry
date
30/06/12
30/06/12
30/06/12
31/12/12
30/06/13
30/06/13
30/06/13
30/06/13

Exercise
price
$8.43
$8.43
$7.00
$7.00
$4.24
$4.24
$4.24
$4.24

Fair value
grant
$1.44
$1.07
$0.96
$1.01
$0.91
$0.89
$0.53
$0.53

Opening
balance
2,652,779
884,260
55,310
18,436
-

Granted
3,546,674
1,182,224
1,623,509
541,170

Lapsed
(508,102)
(169,367)
(409,232)
(136,410)
-

Closing
balance
2,144,677
714,893
55,310
18,436
3,137,442
1,045,814
1,623,509
541,170

3,610,785

6,893,577

(1,223,111)

9,281,251

Tranche A refers to the options subject to EBIT growth per security and Tranche B refers to the options subject
to the relative TSR hurdle. Tranche A options have been valued using the Binomial model and their value is
exclusive of performance hurdles. Tranche B options have been valued using a Monte Carlo simulation that
takes into account the relative TSR hurdle.
No options vested or became exercisable during the financial year. Options granted to employees whose
employment was terminated during the year lapsed. The remaining contractual life of the options outstanding
at the end of the year was two to three years.
The model inputs used in determining the fair value of options granted under the Option Plan are provided
below.
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Grant date

Performance
hurdle

Expiry date

Exercise price ($)

Fair value ($)

Security price at
grant date ($)

Expected price
volatility (%)

Expected dividend
yield (%)

Risk-free rate (%)
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37. Security-based payments (continued)

8 October 2009

EBIT

30 June 2014

1.52

0.53

1.64

40

3

5.15

8 October 2009

TSR

30 June 2014

1.52

0.51

1.64

40

3

5.13

23 October 2009

EBIT

30 June 2014

1.52

0.53

1.62

40

3

5.15

23 October 2009

TSR

30 June 2014

1.52

0.51

1.62

40

3

5.13

(b) Asciano Exempt Securities Plan
The Asciano Exempt Securities Plan was established to mark Asciano’s listing on the ASX and all permanent
employees who were employed by Asciano as at 24 September 2007 were eligible to participate in the
scheme. Employees were able to elect not to participate in the scheme.

Under the scheme, eligible employees were granted $1,000 of Asciano securities on 24 September 2007 for no
cash consideration. No securities were issued under the Asciano Exempt Securities Plan during the 2009 or
2010 financial years.
Securities issued under the scheme may not be sold until the earlier of three years after their issue or
cessation of employment by Asciano. In all other respects, the securities rank equally with other securities on
issue. Securities under the scheme were purchased on-market.
(c) Expenses arising from security-based payment transactions
Total expenses arising from security-based payment transactions recognised during the financial year as part
of employee benefits expense were as follows:

Options issued under the Options and Rights Plan1

1

2010
$000

2009
$000

1,337

170

This amount is for the expense of options that were granted and remain unlapsed plus the expense
associated with the lapsed options until their date of lapse (the employee’s termination date) at which point
the cumulative expense is reversed.
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There has not arisen in the interval between the end of the 2010 financial year and the date of this report, any
item, transaction or event of a material and unusual nature likely, in the opinion of the Board, to affect
significantly the operations of Asciano, the results of those operations, or the state of affairs of Asciano in
future financial years.

39. Auditor’s remuneration
KPMG is the auditor of Asciano. Amounts received or due and receivable by KPMG (Australia) are detailed
below:

Audit services
Audit of financial reports
Other assurance related services
Other services
Financial due diligence services related to equity raising
Efficiency review services
Taxation services

2010
$

2009
$

1,741,694
126,773

1,820,059
248,217

7,860
89,839
46,601

5,613,262
140,981
-

2,012,767

7,822,519

40. Deed of cross guarantee
Pursuant to Australian Securities and Investments Commission (“ASIC”) Class Order 98/1418 dated 13 August
1998 (as amended by individual ASIC Order 08/0062 issued to the Parent on 31 January 2008), the wholly
owned subsidiaries of the Parent listed below are relieved from the Corporations Act 2001 requirements for
preparation, audit and lodgement of financial reports and Directors’ reports.
It is a condition of the class order and individual ASIC Order 07/0813 issued to the Parent on 12 October 2007
that the Parent and each of the subsidiaries enter into a deed of cross guarantee. The effect of the deed is
that the Parent guarantees to each creditor payment in full of any debt in the event of the winding up of any
of the subsidiaries under certain provisions of the Corporations Act 2001. If a winding up occurs under other
provisions of the Act, the Parent will only be liable in the event that after six months any creditor has not been
paid in full. The subsidiaries have also given similar guarantees in the event that the Parent is wound up.
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The subsidiaries subject to the deed are as follows:
Alpen's (Griffith) Pty Limited
Asciano Executive Services Pty Limited
Asciano Holdings (Corporate) Pty Limited
Asciano Holdings (General & Bulk) Pty Limited
Asciano Holdings (Rail) Pty Limited
Asciano Properties Pty Limited
Asciano Services Pty Limited
Eastern Basin Pty Limited2
Freight Australia Pty Limited
National Rail Consortium (Insurance) Pty Limited
Pacific National (NSW) Pty Limited
Pacific National (Tasmania) Pty Limited
Pacific National Pty Limited
Patrick BWL Pty Limited
Patrick Distribution Pty Limited
Patrick Port Services Pty Limited
Patrick Ports Pty Limited
Patrick Stevedores No 4 Pty Limited
Patrick Stevedores Operations Pty Limited
Phillips Transport Pty Limited
PN Tas (Operations) Pty Limited
PSL Services Pty Limited
Strang Patrick Holdings Pty Limited
WA Grain Stevedores Pty Limited.
1

As trustee for Asciano Properties Trust.

2

As trustee for Eastern Basin Unit Trust.

Asciano Corporate Services Pty Limited
Asciano Holdings (Containers) Pty Limited
Asciano Holdings (Executive) Pty Limited
Asciano Holdings (Properties) Pty Limited
Asciano Properties Operations Pty Limited1
Asciano Rail Holdings Pty Limited
ATN Access Pty Limited
Equitius Pty Limited
MS Corporate Services Pty Limited
National Stevedoring Holdings Pty Limited
Pacific National (QLD) Pty Limited
Pacific National (Victoria) Limited
Patrick Auto, Bulk and General Ports Pty Limited
Patrick Container Ports Pty Limited
Patrick Port Services (No 1) Pty Limited
Patrick PortLink Pty Limited
Patrick Stevedores Holdings Pty Limited
Patrick Stevedores Operations No 2 Pty Limited
Patrick Stevedoring Pty Limited
Plzen Pty Limited
PN Tas (Services) Pty Limited
Seatons Distribution Service (Qld) Pty Limited
Train Crewing Services Pty Limited

A consolidated Income Statement and consolidated Balance Sheet, comprising the Parent and controlled
entities that are a party to the deed of cross guarantee, after eliminating all transactions between parties to
the deed, at 30 June 2010 are set out as follows:
2010
$000

2009
$000

(989,726)
(21,306)

(73,162)
(25,179)

(1,011,032)

(98,341)

Opening balance
Loss after tax
Defined benefit plan actuarial losses, after tax

(388,653)
(1,011,032)
(71,536)

(258,211)
(98,341)
(32,101)

Closing balance

(1,471,221)

(388,653)

Consolidated Income Statement
Loss before tax
Income tax expense
Loss after tax
Consolidated retained earnings
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2010
$000

2009
$000

Current assets
Cash and cash equivalents
Trade and other receivables
Prepayments
Inventories
Derivative financial assets
Related party loans
Non-current assets classified as held for sale

211,832
263,772
19,365
21,116
3,727
250,105
-

680,575
275,072
20,397
18,535
995
28,811

Total current assets

769,917

1,024,385

Non-current assets
Trade and other receivables
Prepayments
Inventories
Investments
Derivative financial assets
Net deferred tax assets
Equity accounted investments
Property, plant and equipment
Intangible assets
Other assets

72,851
14,005
21,332
41,283
716
147,510
13,391
2,482,639
2,751,064
37,754

80,646
16,351
15,007
97,274
167,891
9,825
2,601,710
3,750,252
24,623

Total non-current assets

5,582,545

6,763,579

Total assets

6,352,462

7,787,964

Current liabilities
Trade and other payables
Loans and borrowings
Derivative financial liabilities
Provisions and employee benefits

310,957
39,540
185,620

255,225
2,691,441
101,547
210,435

Total current liabilities

536,117

3,258,648

Non-current liabilities
Trade and other payables
Loans and borrowings
Derivative financial liabilities
Provisions and employee benefits

79,690
4,174,540
49,501
74,530

59,298
2,842,025
59,792
81,266

Total non-current liabilities

4,378,261

3,042,381

Total liabilities

4,914,378

6,301,029

Net assets

1,438,084

1,486,935

8,180,740
(5,271,435)
(1,471,221)

7,189,373
(5,313,785)
(388,653)

1,438,084

1,486,935
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Consolidated Balance Sheet

Equity
Contributed equity
Reserves
Retained earnings
Total equity
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As at, and throughout the 2010 financial year, the parent company of Asciano was Asciano Limited.
2010
$000

2009
$000

Result of the parent
Loss after tax
Other comprehensive income

(1,138,792)
44,092

(258,242)
(186,196)

Total comprehensive income

(1,094,700)

(444,438)

Financial position of parent at year end
Current assets
Non-current assets

148,732
6,746,248

618,783
7,611,869

Total assets

6,894,980

8,230,652

Current liabilities
Non-current liabilities

485,280
4,216,800

3,057,458
2,876,960

Total liabilities

4,702,080

5,934,418

8,180,739
(68,075)
(5,919,764)

7,189,373
(112,167)
(4,780,972)

2,192,900

2,296,234

Total equity of the parent comprising of:
Share capital
Revaluation reserve
Retained earnings
Total equity

Parent capital commitments for acquisition of property, plant and equipment
There were $nil (2009: $nil) parent capital commitments for acquisition of property, plant and equipment.
Parent capital guarantees in respect of debts of certain subsidiaries
The parent has entered into a deed of cross guarantee with the effect that the Parent guarantees debts in
respect of subsidiaries.
Further details of the deed of cross guarantee and the subsidiaries subject to the deed, are disclosed in note
40.
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1.

In the opinion of the Directors of Asciano Limited (“Company”):
(a)

(b)

the consolidated financial statements and notes set out on pages 55 to 137 and the Remuneration
report in the Directors’ report, set out on pages 25 to 41, are in accordance with the Corporations
Act 2001, including:
(i)

giving a true and fair view of the Group’s financial position as at 30 June 2010 and of its
performance for the financial year ended on that date; and

(ii)

complying with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Regulations 2001;

there are reasonable grounds to believe that the Company will be able to pay its debts as and
when they become due and payable.

2.

There are reasonable grounds to believe that the Company and the group entities identified in Note 40
will be able to meet any obligations or liabilities to which they are or may become subject to by virtue of
the Deed of Cross Guarantee between the Company and those group entities pursuant to ASIC Class
Order 98/1418.

3.

The Directors have been given the declarations required by Section 295A of the Corporations Act 2001
from the Chief Executive Officer for the financial year ended 30 June 2010.

4.

The Directors draw attention to note 1 to the consolidated financial statements, which includes a
statement of compliance with International Financial Reporting Standards.

Signed in accordance with a resolution of the Directors:

Malcolm Broomhead
Chairman
Sydney
24 August 2010
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Increase/

2010
$000

2009
$000

(decrease)
%

209,599

331,373

(36.7)

20,465

13,174

55.3

Basic and diluted earnings per unit - cents

0.7

1.9

(57.9)

Net tangible asset backing per unit - cents

50.0

48.8

2.5

Interest income
Net profit attributable to the unitholders of the Trust

Asciano comprises Asciano Limited and its controlled entities and includes Asciano Finance Trust (“Trust”).
Asciano operates as a stapled structure. The securities of the two entities in the Asciano structure are stapled
securities (“securities”) and quoted as one on the Australian Securities Exchange. As a result, the securities
cannot be traded separately. This report should be read in conjunction with the annual report of Asciano
Limited.
On 16 June 2010, the Boards of Asciano Limited and The Trust Company (RE Services) Limited (formerly
Permanent Investment Management Limited), the responsible entity for the Trust, determined that Asciano
will not pay a final distribution for the financial year ended 30 June 2010.

1
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The Directors of The Trust Company (RE Services) Limited (ABN 45 003 278 831) (“Responsible Entity”)
(formerly Permanent Investment Management Limited), present their report, together with the financial
report of Asciano Finance Trust (“Trust”) and the auditor’s report thereon, for the year ended 30 June 2010.
Asciano (which comprises Asciano Limited (“Parent”) and its controlled entities and the Trust) operates as a
stapled structure. The securities of the two entities in the Asciano structure are stapled together (“securities”)
and quoted as one on the Australian Securities Exchange (“ASX”). As a result, the securities cannot be traded
separately.
Pursuant to the Investment Management Agreement dated 13 April 2007 between the Responsible Entity and
Asciano Finance Limited (“Manager”), the Manager is responsible for the operational activities of the Trust
including its day-to-day operations, asset and capital management, financial reporting, investor
communications and meetings, and for assisting the Responsible Entity in handling any investor complaints.

1. Directors

The following persons were Directors of the Responsible Entity during the whole of the financial year and up to
the date of this report. Directors were in office for the entire period unless otherwise stated.
Vicki Allen
John Atkin1
Michael Britton
David Grbin
Sally Ascroft2
1

2

John Atkin has absented himself from consideration of, and abstained from voting in respect of, any matter
in relation to the Trust due to his role as a director of QR Limited from the date of his appointment to QR
Limited.
Sally Ascroft was the alternate Director for David Grbin from 24 June 2010 to 1 August 2010

2. Corporate governance statement
The Directors of the Responsible Entity consider that good quality corporate governance practices provide the
framework for effective systems and business operations to deliver utmost value to the Trust’s unitholders
and other stakeholders. The Responsible Entity’s role is to act in the best interests of the unitholders of the
Trust.
The operations of the Trust are governed by the:

•

Trust Constitution;

•

Responsible Entity’s Constitution;

•

Corporations Act 2001;

•

ASX Listing Rules;

•

Trust’s Compliance Plan;

•

relevant services agreements; and

•

general law.
3
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The Responsible Entity is responsible for the Trust’s overall operational and administrational functions
including:
•

preparation of financial statements, notices and reports; and

•

monitoring of the Trust’s service providers including management, registry and custody.

Structure
Asciano (ASX Code: AIO, comprising a share in Asciano Limited and a unit in the Trust) operates as a stapled
structure. Pursuant to the Investment Management Agreement dated 13 April 2007 between the Responsible
Entity and the Manager, the Manager is responsible for the operational activities of the Trust, including its dayto-day operations, asset and capital management, financial reporting, investor communications and meetings,
and assisting the Responsible Entity in handling any investor complaints.
The Manager also initiates and develops proposals, in particular, proposals for investments, divestments and
capital management, and submits the proposals for the Responsible Entity’s consideration.

ASX Corporate Governance Council’s Corporate Governance Principles and Recommendations
As a stapled entity and a managed investment scheme, the Trust is required to comply with the ASX Listing
Rules and provide a statement in the Trust’s annual report disclosing the extent to which the Responsible
Entity has followed the ASX Corporate Governance Principles and Recommendations. Below, the Responsible
Entity addresses each of the eight Principles for the year from 1 July 2009 to 30 June 2010. This corporate
governance statement is current as at 25 August 2010.
Principle 1 - Lay solid foundations for management and oversight
Role of the board and management

Given the stapled structure where units of the Trust are stapled to shares in Asciano Limited, the structure and
role of the boards of both the Responsible Entity and Asciano Limited are designed to provide maximum value
to investors in terms of ensuring appropriate oversight of their relevant activities and, in particular, the
activities of the Manager given its key role in the management of the assets of the Trust.
The Responsible Entity has a Constitution which sets out, amongst other things, the appointment and removal
procedures for Directors, board meeting requirements and remuneration policies. Internal procedures have
been developed for:
•

monitoring of business risk;

•

appropriate oversight of business units;

•

compliance with regulatory requirements, the Trust’s Compliance Plan, the Trust Constitution and the
Responsible Entity’s Constitution; and

•

monitoring of third party service providers.
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The Responsible Entity’s Directors, along with management, have the role of ensuring that the Responsible
Entity complies with its obligations as the responsible entity of the Trust. The Responsible Entity’s
management elevates relevant compliance matters to the Responsible Entity’s Board (“Board”) and its Audit,
Risk and Compliance Committee (“ARCC”).
The Responsible Entity is accountable to unitholders. In addition, the Responsible Entity is responsible for the
Trust’s overall operation, its regulatory and compliance obligations, and its administrative functions.

The Responsible Entity regularly reviews and monitors the performance of the Trust’s affairs and activities so
that they are conducted in the best interests of unitholders. These functions include:
•

maintaining high ethical and business standards;

•

ensuring the preparation, review and approval of half yearly and annual financial statements, and the
preparation of notices and reports to unitholders, and to the ASX and other regulators;
consulting with the Manager;

•
•

appointing and monitoring certain specialist external service providers to assist the Responsible Entity
from time to time in the proper, efficient and timely delivery of services;

•

complying with the Responsible Entity’s Constitution that sets out, amongst other things the appointment
and removal procedures for the Directors, meeting rules and requirements and disclosure procedures;

•

maintaining internal procedures for monitoring business risk and ensuring appropriate oversight of the
Trust’s Compliance Plan and the Trust Constitution;

•

empowering management of the Responsible Entity to report compliance matters relating to the Trust to
the Board and the ARCC;

•

The Trust Company, as the ultimate parent of the Responsible Entity, providing Executive Directors,
responsible managers and company secretarial functions for the Responsible Entity. Those Directors,
along with internal management, have the ongoing task of ensuring the Responsible Entity complies with
its obligations as the responsible entity of the Trust; and

•

ensuring all available relevant information in connection with the Trust are discussed at meetings of the
Board.

Principle 2 - Structure the board to add value

Given the stapled structure, the boards of both the Responsible Entity and of Asciano add value through being
completely independent of each other with no common Directors and no related party interests between the
two entities. This ensures no conflicts of interest when discretionary decisions are required of either entity.

The Responsible Entity currently has four Executive Directors. The Directors are provided by The Trust
Company as the parent of the Responsible Entity. The Chairman’s selection procedures, powers of the Board,
appointment, removal and remuneration of Directors, Board meeting requirements and other related matters
are set out in the Responsible Entity’s Constitution.
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New Directors are fully briefed on the terms and conditions of their appointment by The Trust Company
executives and undertake an induction program to familiarise themselves with the Responsible Entity and its
business operations.
The Board is provided with regular detailed reports on the Trust’s financial position, financial performance and
business to allow the Board to effectively fulfil its responsibilities.
As each Director of the Responsible Entity is an executive of The Trust Company, the ARCC is comprised of a
majority of external members and has been established to meet the requirements of chapter 5C of the
Corporations Act 2001. In addition, the independence of the external members meets the requirements of
Section 601JA(2) of the Corporations Act 2001. The Trust Company has structured itself so that the
Responsible Entity adds real value through its focus on compliance with the regulatory requirements and its
overarching responsibility to act in the best interests of unitholders.
Principle 3 - Promote ethical and responsible decision-making

There are no common Directors and no related party interests between the stapled entities which promotes
independent decision-making and minimises potential conflicts of interests. In this regard, a protocol is in
place governing any conflicts of interest that may arise. Where a potential conflict of interest is identified in
relation to a director, the protocol dictates that the director concerned will not be present during board
meetings where the matter being discussed or considered is the subject of the conflict. In addition, no
confidential information or materials relating to the subject of the conflict will be made available to the
director concerned. At the commencement of all board meetings, all directors are required to declare any
potential conflicts of interest and to verify any entries in the register of interests.
The Responsible Entity is committed to maintaining the highest standards of integrity with respect to its role
and seeks to ensure all its activities in regard to the Trust are undertaken with efficiency, honesty and fairness.
The Responsible Entity has various policies and procedures in addition to an overarching Code of Conduct and
Share Trading Policy that applies to all Directors and employees without exception. All codes and policies are
designed to promote integrity, responsibility and accountability and adherence to relevant legislation. They
apply to the Directors and officers of the Responsible Entity as a member of The Trust Company Group and as
responsible entity of the Trust.
Principle 4 - Safeguard integrity in financial reporting
The Manager is responsible for preparing the half year and annual financial statements for the Trust. These
financial statements are audited by an external auditor whose report is provided to unitholders of the Trust.
The current auditor is KPMG.
Internal management regularly meets with the external auditor to discuss the audit plan and scope prior to
each financial year end. The audit report is tabled for the Board’s consideration.
The Manager and the Responsible Entity internal management review the financial statements and provide
formal statements to the Board confirming that the Trust’s financial reports present a true and fair view, in all
material respects, of the Trust’s financial condition, and that operational results are in accordance with the
Trust’s Constitution and relevant accounting standards. In addition, they confirm that the statements are
founded on a sound system of risk management and internal compliance and control which implements
policies adopted by the Board.
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Principle 5 - Make timely and balanced disclosure
The Responsible Entity has continuous disclosure procedures to ensure the Trust’s compliance with the ASX
Listing Rules and the Corporations Act 2001. Service providers to the Trust under outsourcing arrangements
are required to adhere to the ASX Listing Rules in terms of continuous disclosure requirements and must
report to the Responsible Entity instances where a disclosure obligation is required. The Responsible Entity
has procedures in place to monitor the compliance of service providers with these requirements. The
Company Secretary of the Responsible Entity is responsible for disclosures to the ASX in relation to continuous
disclosure obligations of the Trust.
Principle 6 - Respect the rights of unitholders
The Responsible Entity is committed to providing timely and accurate information concerning the Trust to its
unitholders. The Trust's Compliance Plan and Trust Constitution further set out the Responsible Entity’s
obligations and the rights of unitholders in this regard.
The annual report of the Trust comprising the financial statements are sent to unitholders each year. The
annual report includes the ASX Listing Rule disclosure requirements and although registered schemes are not
required to hold meetings of unitholders, the Trust Constitution provides for such meetings if and when
required.
Under the Investment Management Agreement, the Manager is required to ensure any actions or decisions it
makes does not breach the terms of the Trust Constitution or any relevant law or transaction document in
relation to the Trust which could adversely affect rights of unitholders.
Principle 7 - Recognise and manage risk

Under the Investment Management Agreement, the Manager is required to ensure that all persons acting as
representatives (including authorised representatives) and undertaking promotional activities in respect of the
Trust are continually trained and supervised in accordance with requirements of the relevant law or Australian
Securities and Investments Commission policy, that it has objectives, policies, procedures and controls in place
which it deems appropriate to avoid internal management risks and that its agents are adhering to those
objectives, policies, procedures and controls, and it will use its best endeavours to ensure that it complies with
any legislative requirements directly applicable to the Manager and its activities and it will notify the
Responsible Entity in writing immediately regarding any event which may trigger the enhanced disclosure
provisions of the Corporations Act 2001.
The Responsible Entity values the importance of robust risk management systems and, with its parent, The
Trust Company, has established the ARCC to support the compliance obligations of the Trust with respect to its
corporate governance and risk responsibilities.

The ARCC is comprised of a majority of external members skilled in the areas of audit, risk and compliance.
The ARCC is responsible for the oversight of risk management and internal control systems for the Responsible
Entity. It reviews internal and external audit processes and monitors the Responsible Entity’s compliance with
laws and regulations. The ARCC meets regularly with The Trust Company executive team, senior management
and external advisers, and reports directly to The Trust Company board.
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The Responsible Entity has a formal risk management program in place which has been adopted from its
ultimate parent, The Trust Company. It is based on Standards Australia AS/NZS ISO 3100: 2009 Risk
management - Principles and guidelines and includes policies and procedures to identify and address material
financial and non-financial risks.
The Trust Company also maintains an independent internal audit team which reports directly to the ARCC and
the Responsible Entity’s board if necessary.
Principle 8 - Remunerate fairly and responsibly
Remuneration policies are in place to maintain and attract talented and motivated Directors and employees.
The policies are designed to improve the performance of The Trust Company and its controlled entities. As
The Trust Company is the parent of the Responsible Entity, it provides Executive Directors and internal
management for the Responsible Entity. Directors and internal management of the Responsible Entity are
remunerated by The Trust Company and not by the Trust.

The Responsible Entity’s fees are set out in the Trust Constitution and note 12 to and forming part of the
financial statements. Both the Responsible Entity and Manager monitor all fees and expenses paid from the
Trust to ensure they are allowable under the Trust documentation and within the prescribed fees disclosed to
investors.

3. Principal activities
The principal continuing activities of the Trust during the course of the financial year were to source external
funds and on-lend these to Asciano Limited.

4. Review and results of operations
The Trust reported a net profit attributable to the unitholders of $20.5 million (2009: $13.2 million). There has
been no significant change in the operations of the Trust in the 2010 financial year.

5. Equity raising
In September 2008, Asciano issued stapled securities under a Security Purchase Plan (“SPP”) which raised gross
proceeds of $103.8 million. In June 2009, Asciano issued stapled securities which raised gross proceeds of
$572.0 million.
In July and August 2009, Asciano issued additional stapled securities to fund a reduction in debt. The issue of
additional securities was undertaken at a price of $1.10 per security and raised gross proceeds of
$1,878.0 million, and comprised of the following:
•

$427.3 million one-for-one underwritten unconditional accelerated non-renounceable pro-rata
entitlement offer to existing retail investors;

•

$1,350.0 million underwritten conditional placement to institutional, professional and sophisticated
investors; and

•

$100.7 million non-underwritten SPP offer to eligible securityholders.
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The table below shows the timing of the settlement and allotment of the components of Asciano’s equity
raising for the year ending 30 June 2010 and 30 June 2009 before transaction costs.
Investor
category

Settlement
date

Allotment
date

Number of
securities

Parent
$000

Trust
$000

Asciano
$000

23,634,082
520,019,730

91,793
306,812

11,983
265,210

103,776
572,022

543,653,812

398,605

277,193

675,798

388,442,791
1,227,272,727
91,551,311

229,181
724,091
54,931

198,106
625,909
45,776

427,287
1,350,000
100,706

1,707,266,829

1,008,203

869,791

1,877,993

2,250,920,641

1,406,808

1,146,984

2,553,791

2009
SPP
Allocation interest

16 September 16 September
30 June
1 July

2010
Retail entitlement offer
Conditional placement
SPP

20 July
24 July
12 August

21 July
27 July
20 August

Total equity raising

6. Distributions
The Asciano Distribution Reinvestment Plan (“DRP”) was announced in May 2008 and allows securityholders of
Asciano to reinvest all or part of their distributions in additional securities in Asciano. The DRP was not
activated in the financial years ended 30 June 2010 or 30 June 2009.
On 16 June 2010, the boards of Asciano Limited and the Responsible Entity determined that Asciano will not
pay a final distribution for the financial year ended 30 June 2010.

7. Events subsequent to the reporting date

There has not arisen in the interval between the end of the financial year and the date of this report, any item,
transaction or event of a material and unusual nature likely, in the opinion of the Board, to affect significantly
the operations of the Trust, the results of those operations, or the state of affairs of the Trust in future
financial years.
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The boards of Asciano Limited and of the Responsible Entity have each approved a conditional proposal to
simplify the corporate structure of Asciano by converting it from a stapled security structure into a single
holding company (“Corporatisation Proposal”).
The Corporatisation Proposal is subject to a number of conditions, including the necessary rulings from the
Australian Taxation Office and any necessary relief from the ASX and the Australian Securities and Investments
Commission. Once these conditions have been satisfied, it is expected that securityholders will be asked to
approve the Corporatisation Proposal at Asciano’s forthcoming AGM to be held on 27 October 2010. If
approved, the Corporatisation Proposal will result in Asciano Limited becoming the single holding company of
Asciano with the existing stapling arrangements terminated and securityholders exchanging all of their units in
Asciano Finance Trust (“Trust”) in exchange for shares in a newly incorporated wholly-owned subsidiary of
Asciano Limited. Asciano Limited will then acquire all of the shares in this new subsidiary from the
shareholders in exchange for the issue to them of new Asciano Limited shares. A share consolidation will then
be effected so there will be no change in the total number of shares in Asciano Limited on issue following
implementation of the Corporatisation Proposal.
The Trust will continue to be managed in accordance with the provisions of the Trust Constitution.
Apart from the development noted above, in the opinion of the Directors, it would prejudice the interests of
the Trust to provide additional information relating to likely developments in the operations of the Trust and
the expected results of those operations in financial periods subsequent to 30 June 2010.

9. Directors’ interests

No Directors have any relevant interest in the securities issued by Asciano and other related bodies corporate,
as notified by the Directors to the ASX in accordance with Section 205G(1) of the Corporations Act 2001.

10. Indemnities and insurance for Directors and Officers
Under the Trust Constitution, the Responsible Entity, including its officers and employees, is indemnified out of
the Trust assets for any loss, damage, expense or other liabilities incurred by it in performing or exercising any
of its powers, duties or rights in relation to the Trust.

11. Fees paid to and interests held in the Trust by the Responsible Entity
Fees paid to the Responsible Entity or its related parties out of the Trust during the financial year are disclosed
in note 12 to and forming part of the financial statements.
No fees were paid out of the Trust to the Directors of the Responsible Entity during the year.
The Responsible Entity and its related parties did not hold any direct interests in securities or options over
securities in Asciano at any time during the financial year.
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The Trust is an entity of the kind referred to in Class Order 98/100, issued by the Australian Securities and
Investments Commission, relating to the rounding off of amounts in the Directors’ report. Amounts in the
Directors’ report have been rounded off in accordance with that class order to the nearest one thousand
dollars, or in certain cases, to the nearest dollar.

13. Auditor’s independence declaration
A copy of the auditor’s independence declaration as required under Section 307C of the Corporations Act 2001
is set out on page 12 and forms part of the Directors’ report.

This report is made in accordance with a resolution of the Directors of the Responsible Entity.

Vicki Allen
Director
Sydney
24 August 2010
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Note

2010
$000

2009
$000

209,599
(189,073)
233
(294)

331,373
(317,978)
173
(394)

20,465

13,174

Other comprehensive income

-

-

Total comprehensive income

20,465

13,174

0.7

1.9

For personal use only

Interest income
Interest expense
Foreign exchange gains
Other operating expenses

5
5
6

Net profit attributable to the unitholders of the Trust

Earnings per unit
Basic and diluted – cents

4

The notes on pages 19 to 34 are an integral part of these financial statements.
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Note

2010
$000

2009
$000

8

36,447

2,717,998

36,447

2,717,998

4,179,546

2,830,456

Total non-current assets

4,179,546

2,830,456

Total assets

4,215,993

5,548,454

2,287
-

13,463
2,690,600

2,287

2,704,063

2,750,000

2,250,000

Total non-current liabilities

2,750,000

2,250,000

Total liabilities

2,752,287

4,954,063

Net assets

1,463,706

594,391

1,430,067
33,639

581,217
13,174

1,463,706

594,391

For personal use only

Current assets
Receivables
Total current assets
Non-current assets
Receivables

Current liabilities
Payables
Loans and borrowings

8

9
10

Total current liabilities
Non-current liabilities
Loans and borrowings

Equity
Contributed equity
Retained earnings

10

11
11

Total equity

The notes on pages 19 to 34 are an integral part of these financial statements.
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Note

Contributed
equity
$000

Retained
earnings
$000

Total
equity
$000

581,217
-

13,174
20,465

594,391
20,465

2010

Balance at 1 July 2009
Total comprehensive income
Transactions with owners in their capacity as owners:
Contributions of equity, net of transaction costs

11

848,850

-

848,850

Balance at 30 June 2010

11

1,430,067

33,639

1,463,706

320,713
-

13,174

320,713
13,174

2009

Balance at 1 July 2008
Total comprehensive income
Transactions with owners in their capacity as owners:
Contributions of equity, net of transaction costs

11

260,504

-

260,504

Balance at 30 June 2009

11

581,217

13,174

594,391

The notes on pages 19 to 34 are an integral part of the financial statements.
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2010
$000

2009
$000

201,691
(200,262)
(280)

354,866
(330,248)
(369)

1,149

24,249

2,703,888
(1,363,287)

120,470
(587,599)

1,340,601

(467,129)

590,700
(2,781,300)
848,850
-

311,900
(25,000)
251,081
(95,101)

(1,341,750)

442,880

Net increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

-

-

Cash and cash equivalents at the end of the year

-

-

Note

For personal use only

Operating cash flows
Interest received
Interest and other costs of finance paid
Payments to suppliers
Net operating cash flows

7

Investing cash flows
Repayments of loans to related parties
Amounts loaned to related parties
Net investing cash flows
Financing cash flows
Proceeds from borrowings
Repayments of borrowings
Proceeds from issue of units
Distributions paid

11
11

Net financing cash flows

The notes on pages 19 to 34 are an integral part of the financial statements.
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Reporting entity
The financial report presents financial statements for Asciano Finance Trust (“Trust”) as an individual entity.
The Trust is domiciled in Australia. The significant accounting policies that have been adopted in the
preparation of this financial report are set out below.
Basis of preparation
This general purpose financial report has been prepared in accordance with Australian Accounting Standards,
including the Australian Accounting Interpretations adopted by the Australian Accounting Standards Board,
and the Corporations Act 2001. The financial report of the Trust complies with International Financial
Reporting Standards and the interpretations adopted by the International Accounting Standards Board.
Historical cost convention
These financial statements have been prepared under the historical cost convention, as modified by AASB 139
Financial Instruments: Recognition and Measurement, which requires the revaluation of certain financial
assets and liabilities at fair value.
Functional and presentation currency
These financial statements are presented in Australian dollars, which is the Trust’s functional currency.
Rounding of amounts

The Trust is an entity of the kind referred to in Class Order 98/100, issued by the Australian Securities and
Investments Commission, relating to the rounding off of amounts in the financial report. Amounts in the
financial report have been rounded off in accordance with that class order to the nearest one thousand
dollars, or in certain cases, to the nearest dollar.
Critical accounting judgements and estimates
The preparation of financial statements requires management to make judgements, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities,
income and expenses. Actual results may differ from these estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised and in any future periods affected.
Foreign currency translation

Transactions in foreign currencies are translated into the Trust’s functional currency at the foreign exchange
rate ruling at the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies
at the balance sheet date are translated into the Trust’s functional currency at the foreign exchange rate ruling
at that date. Foreign exchange differences arising on translation are recognised in the Statement of
Comprehensive Income.
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Revenue
Revenue is measured at the fair value of the consideration received or receivable. Revenue is recognised
when the amount of revenue can be measured and it is probable that it will ultimately be received. Interest
revenue is brought to account when earned, taking into account the effective yield on the financial asset.
Finance expense
Finance expense comprises interest expense on loans and borrowings, unwinding of the discount on
provisions, changes in the fair value of financial assets at fair value through profit or loss and impairment
losses recognised on financial assets.
All borrowing costs are recognised in profit or loss using the effective interest method.
Income tax
Income tax is not brought to account in respect of the Trust as, pursuant to the Income Tax Assessment Act
1936, the Trust is not liable for income tax provided that its taxable income, including any assessable realised
capital gains, is fully distributed to unitholders each year.
The Trust has tax deductions which fully offset the accounting profit such that no tax is payable in relation to
the years ended 30 June 2010 and 30 June 2009.
Cash and cash equivalents
Cash and cash equivalents comprise cash balances, short term bills and at call deposits. Bank overdrafts that
are repayable on demand and form an integral part of the Trust’s cash management are included as a
component of cash and cash equivalents for the purpose of Statement of Cash Flows. Bank overdrafts are
shown within loans and borrowings in current liabilities in the Balance Sheet.
Receivables
Receivables are stated at their amortised cost using the effective interest method, less impairment losses.
Collectability of receivables is reviewed on an ongoing basis. Debts that are known to be uncollectable are
written off. An allowance for impairment of receivables is established when there is objective evidence that
the Trust will not be able to collect all amounts due according to the original terms of receivables.
Payables
Payables are stated at their amortised cost. Payables are non-interest bearing.

Interest bearing loans and borrowings
Interest bearing loans and borrowings are recognised initially at fair value less attributable transaction costs.
Subsequent to initial recognition, interest bearing loan and borrowings are stated at amortised cost with any
difference between cost and redemption value being recognised in the Statement of Comprehensive Income
over the period of the loans and borrowings on an effective interest basis.
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Contributed equity
Ordinary units are classified as equity. Incremental costs directly attributable to the issue of new units are
shown in contributed equity as a deduction, net of tax, from the proceeds of issue.
Distributions
A liability is recognised for the amount of any distribution declared before or at the year end but not
distributed at the reporting date.
Earnings per unit
Basic earnings per unit are calculated by dividing the result attributable to unitholders of the Trust by the
weighted average number of ordinary units outstanding during the year.
Diluted earnings per unit adjusts the amounts used in the determination of basic earnings per unit, to take into
account the post-tax effect of interest and other financing costs associated with dilutive ordinary units and the
weighted average number of units, assumed to have been issued for no consideration in relation to dilutive
potential ordinary units.
Goods and services tax
Revenues, expenses and assets are recognised net of the amount of goods and services tax (“GST”), except
where the amount of GST incurred is not recoverable from the relevant tax authority. In these circumstances,
the GST is recognised as part of the cost of acquisition of the asset or as part of an item of expense.
Receivables and payables are stated with the amount of GST included. The net amount of GST recoverable
from, or payable to, the tax authority is included as a current asset or liability in the Balance Sheet.
Cash flows are included in the Statement of Cash Flows on a gross basis. The GST components of cash flows
arising from investing and financing activities, which are recoverable from, or payable to, the tax authority, are
classified as operating cash flows.
New accounting standards and interpretations

The Trust has applied the revised AASB 101 Presentation of Financial Statements which became effective on 1
January 2009. The revised standard requires the presentation of a statement of comprehensive income and a
statement of changes in equity. Comparative information has been re-presented so that it is also in
conformity with the revised standard.
The Trust has also adopted all other accounting standards and interpretations that are mandatory for the year
ended 30 June 2010 although none of these materially affects the Trust’s financial statements.
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New and amending accounting standards and interpretations not yet adopted
The following standards and amendments to standards and interpretations have been identified as those
which may impact the Trust in the period of initial application. They are operative in future financial years, but
have not been applied in preparing this financial report.
•

AASB 9 Financial Instruments includes requirements for the classification and measurement of financial
assets resulting from the first part of Phase 1 of the project to replace AASB 139 Financial Instruments:
Recognition and Measurement. AASB 9 will become mandatory for the Trust’s financial statements for the
year ending 30 June 2014. Retrospective application is generally required, although there are exceptions,
particularly if the entity adopts the standard for the year ending 30 June 2012 or earlier. Asciano has not
yet determined the potential effect of the standard.

•

AASB 124 Related Party Disclosures (revised December 2009) simplifies and clarifies the intended meaning
of the definition of a related party and provides a partial exemption from the disclosure requirements for
government related entities. The amendments, which will become mandatory for the Trust’s financial
statements for the year ending 30 June 2012, are not expected to have any impact on the financial
statements.

•

AASB 2009-5 Further Amendments to Australian Accounting Standards arising from the Annual
Improvements Project affect various standards resulting in minor changes for presentation, disclosure,
recognition and measurement purposes. The amendments, which become mandatory for the Trust’s
financial statements for the year ending 30 June 2011, are not expected to have a significant impact on the
financial statements.

The new accounting standards and interpretations that will apply to the Trust in future reporting periods are
not expected to have a significant impact on the financial statements of the Trust.

2. Financial risk management
(a) Overview

The Trust has exposure to credit, liquidity and market risks relating to its use of financial instruments. This
note presents information about the Trust’s exposure to each of these risks, the Trust’s objectives, policies and
processes for measuring and managing risk, and the management of capital. Further quantitative disclosures
are included throughout the financial statements.
The Trust’s risk management policies are the same as those of Asciano Limited and are constituted to identify
and analyse the risks faced by the Trust, to set appropriate risk limits and controls, and to monitor risks and
adherence to limits. Risk management policies and systems are reviewed to reflect changes in market
conditions and the Trust’s activities. The Responsible Entity and Asciano aim to develop a disciplined and
constructive control environment in which all relevant parties understand their roles and obligations.
The Audit and Risk Committee of Asciano oversees how management monitors compliance with the Trust’s
risk management policies and procedures and reviews the adequacy of the risk management framework in
relation to the risks faced by the Trust. The Audit and Risk Committee of Asciano is assisted in its oversight
role by Asciano internal audit. Internal audit undertakes reviews of risk management controls and procedures,
the results of which are reported to the Audit and Risk Committee of Asciano.
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(b) Fair values
The fair values of financial assets and liabilities, together with the carrying amounts shown in the Balance
Sheet, are as follows:

Note

Carrying
amount
$000

Fair
value
$000

8
8
8
8

33,238
3,209
4,166,018
13,528

33,238
3,209
4,166,018
13,984

4,215,993

4,216,449

2,750,000
2,287

2,750,000
2,287

2,752,287

2,752,287

1,463,706

1,464,162

25,330
2,692,668
2,817,168
13,288

25,330
2,692,668
2,817,168
14,691

5,548,454

5,549,857

2,690,600
2,250,000
13,463

2,690,600
2,250,000
13,463

4,954,063

4,954,063

594,391

595,794

2010
Financial assets
Interest receivable from Asciano Limited
Current loans to Asciano Limited
Non-current loans to Asciano Limited
Non-current loans to other related parties

Financial liabilities
Non-current secured bank loans
Payables

10
9

Net financial assets
2009
Financial assets
Interest receivable from Asciano Limited
Current loans to Asciano Limited
Non-current loans to Asciano Limited
Non-current loans to other related parties

Financial liabilities
Current secured bank loans
Non-current secured bank loans
Payables

Net financial assets

8
8
8
8

10
10
9

Interest rates used for determining fair value
The loans to Asciano Limited are Australian dollar variable interest rate loans and include loans at which the
interest rates are set at 0%.
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The interest rates used to discount estimated cash flows on fixed rate loans to other related parties, which are
New Zealand dollar denominated comprising NZ$16,599,000 (2009: NZ$16,599,000), are based on the New
Zealand dollar yield curve. At the reporting date, the interest rates were in the range of 2.9% to 3.4% (2009:
2.8% to 3.4%) per annum.
(c) Credit risk
Credit risk is the risk of financial loss to the Trust if a counterparty to a financial instrument fails to meet its
contractual obligations. It arises principally from the potential for loss of income and/or principal on the
Trust’s receivables.
Asciano has established policies governing the Trust’s treasury activities, including the monitoring and
management of credit risks arising from receivables.
The table in note 2(b) shows the carrying amount of financial assets that represents the maximum credit
exposure at the reporting date.
(d) Liquidity risk
Liquidity risk is the risk that the Trust is not able to meet its financial obligations as they fall due. The Trust's
approach in managing liquidity risk is to ensure that it always has sufficient liquidity to meet its financial
obligations when due, as well as to accommodate unforeseen cash requirements over both the short and long
term.
The Trust's liquidity risk is managed through maintenance of at call access to funds and regular review of the
adequacy of funding arrangements.
The following table provides maturities of the principal components of non-derivative financial liabilities:

Note

Carrying
amount
$000

Less than
1 year
$000

1 to 2
years
$000

2 to 5
years
$000

Total
$000

10
9

2,750,000
2,287

186,609
2,287

2,438,581
-

613,825
-

3,239,015
2,287

2,752,287

188,896

2,438,581

613,825

3,241,302

4,940,600
13,463

2,690,600
13,463

-

2,250,000
-

4,940,600
13,463

4,954,063

2,704,063

-

2,250,000

4,954,063

2010
Secured bank loans
Payables

2009
Secured bank loans
Payables

10
9

In addition to the principal amounts under secured bank loans, interest is accrued at a floating rate. The
weighted average rate as at 30 June 2010 was 7.1% (2009: 4.4%) per annum.
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(e) Interest rate risk
The Trust borrows at floating rates of interest and holds assets, in the form of loans to related parties, that
earn interest at floating rates. Consequently, the Trust's cash flows have no material exposure to adverse
changes in benchmark interest rates. The extent of exposure stems from the net receivable position of the
Trust.
The objective of the Trust's interest rate management is to reduce the risk from potential adverse interest rate
movements to acceptable levels on a cost effective basis.
The Trust manages its interest rate exposures by matching the interest rate basis of its funding to the interest
rate basis of its assets. Should any material mismatch arise, the Trust may, from time to time, enter into
derivative instruments to hedge its exposure, in accordance with Asciano’s finance policy.
As at 30 June 2010, there were no interest rate derivatives in place hedging the fair value of fixed rate assets,
liabilities, or the cash flows of floating rate assets or liabilities (2009: nil).
The following table summarises the Trust’s interest rate profile:

2010
Financial assets
Non-current loans to Asciano Limited
Non-current loans to other related parties

Non-interest bearing:
Current receivables from Asciano Limited
Non-current loans to Asciano Limited
Interest receivable from Asciano Limited

Note

Variable
interest
rate
$000

Fixed interest rate
1 to 2
2 to 5
years
years
$000
$000

8
8

2,735,208
-

-

13,528

2,735,208
13,528

2,735,208

-

13,528

2,748,736
3,209
1,430,810
33,238

8
8
8

Total financial assets
Financial liabilities
Non-current secured bank loans

Non-interest bearing:
Accrued interest
Other payables
Total financial liabilities

Total
$000

4,215,993

10

9
9

2,750,000

-

-

2,750,000

2,750,000

-

-

2,750,000
2,227
60
2,752,287
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2. Financial risk management (continued)

2009
Financial assets
Current loans to Asciano Limited
Non-current loans to Asciano Limited
Non-current loans to other related parties

Non-interest bearing:
Current receivables from Asciano Limited
Non-current loans to other related parties
Interest receivable from Asciano Limited

Note

Variable
interest
rate
$000

Fixed interest rate
1 to 2
2 to 4
years
years
$000
$000

8
8
8

2,690,600
2,235,208
-

13,288

-

2,690,600
2,235,208
13,288

4,925,808

13,288

-

4,939,096

8
8
8

2,068
581,960
25,330

Total financial assets
Financial liabilities
Current secured bank loans
Non-current secured bank loans

Non-interest bearing:
Accrued interest
Other payables

Total
$000

5,548,454

10
10

2,690,600
2,250,000

-

-

2,690,600
2,250,000

4,940,600

-

-

4,940,600

9
9

13,414
49

Total financial liabilities

4,954,063

The following table presents details of the outstanding loan balances and interest rates earned by the Trust:

2010
$000

2010
interest rate
per annum
%

2009
$000

2009
interest rate
per annum
%

Loan to Asciano Limited1
Loan to Asciano Limited - equity2
Loan to Asciano Limited - other3
Loan to Asciano Group (NZ) Limited

2,735,208
1,430,810
3,209
13,528

5.5
10.8

4,925,808
581,960
2,068
13,288

6.9
10.8

Total loans to related parties

4,182,755

1

5,523,124

50 basis points above external borrowing rate for the year to 30 June 2010. 50 basis points above external
borrowing rate for the six months to 31 December 2008 and zero basis points above external borrowing rate
for the six months to 30 June 2009. These rates are set in line with the capital management strategies set
out in note 2(f).
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2

3

In accordance with the terms of the loan agreement, the interest rate on this loan was set at zero percent
for the full years ended 30 June 2010 and 30 June 2009. These rates are set in line with the capital
management strategies set out in note 2(f).
The loan is at call and no interest applies.

Fair value sensitivity analysis for fixed rate instruments
As at 30 June 2010, the Trust had no material fixed rate financial assets and liabilities accounted for at fair
value through profit or loss, nor had the Trust designated any derivatives as hedging instruments under a fair
value hedge accounting model (2009: nil). Therefore, a change in interest rates at the reporting date would
not have a material effect on profit or loss or equity due to a change in the fair value of financial assets or
liabilities.
Cash flow sensitivity analysis for variable rate instruments
The Trust borrows at floating rates of interest and holds assets, in the form of loans to related parties that
earn interest at floating rates. The Trust was not exposed to any cash flow sensitivity on the underlying
variable base rate in a material manner, in the current or prior reporting periods.
(f) Capital management
The role of capital management for the Trust and Asciano is to support the maximisation of securityholder
value.
The Trust’s and Asciano’s capital management strategy, therefore, is to establish a framework that supports
and facilitates the pursuit of the Trust’s and Asciano’s business strategy while minimising the Trust’s and
Asciano’s costs of funding. The Trust and Asciano are not subject to any externally imposed capital
requirements. Specifically, the components of the Trust’s and Asciano’s financial strategy are to:

•

optimise the capital structure;

•

provide sufficient financial flexibility to enable Asciano to develop its businesses;

•

maintain access to a broad range of funding sources; and

•

raise funds in the most cost effective manner possible.

During the period, Asciano undertook an underwritten equity raising of $1,777.3 million (of which $824.0
million related to the Trust) before transaction costs and a further $100.7 million SPP (Trust: $45.8 million)
before transaction costs, to achieve the following objectives:
•

substantially reduce the refinancing requirements of the Trust and Asciano in the short to medium term
given the current volatility existent at the time in global credit markets;

•

ensure continued compliance with the Trust’s and Asciano’s banking covenants;

•

establish a capital structure for the Trust and Asciano more consistent with the nature of its operations, as
well as current market standards and expectations, recognising the current level of volatility in the global
economy and capital markets;

•

restore securityholder value through improved perceptions of the Trust’s and Asciano’s risk profile and
growth prospects;
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•

•

supplement cash flows by reducing interest costs and facilitate the extension of bank facilities used to fund
capital expenditure, thereby providing the Trust and Asciano with additional flexibility to fund future
organic growth opportunities; and
allow the Trust and Asciano to diversify its financing sources and raise longer term funding to match its
asset base.

The application of the net proceeds from the underwritten equity raising and the SPP was primarily used to
reduce debt, resulting in a substantial improvement in the Trust’s and Asciano’s capital structure and was
consistent with the Trust’s and Asciano’s stated financial strategy.
Refer to note 11 for further details on the overall equity raising.

3. Segment reporting
The Trust is organised into one segment that operates solely in the business of sourcing external funds and onlending these to Asciano Limited and other related entities. Consequently, no segment reporting is provided in
the Trust’s financial statements.
While the Trust operates from Australia only, the Trust may have receivable exposures in foreign countries.

4. Earnings per unit

Basic and diluted earnings per unit

Net profit attributable to the unitholders of the Trust used in calculating
basic and diluted earnings per unit

Basic weighted average number of ordinary units
Diluted weighted average number of ordinary units

2010
Cents

2009
Cents

0.7

1.9

$000

$000

20,465

13,174

000

000

2,821,376
2,821,686

692,405
692,405

The basic and diluted weighted average number of ordinary units used in the earnings per unit calculation for
2010 and 2009 is different to the Asciano number of ordinary securities due to a bonus factor that impacts
Asciano and not the Trust.
None of the outstanding options were dilutive in the prior year as their exercise price was higher than the
average market price for Asciano securities during the financial year.
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2009
$000

209,599
(189,073)

331,373
(317,978)

20,526

13,395

Responsible Entity fees
Professional services fees
Other expenses

122
24
148

118
90
186

Total other operating expenses

294

394
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2010
$000

Interest income
Interest expense
Net finance income

6. Other operating expenses

7. Reconciliation of net operating cash flows
Net profit attributable to the unitholders of the Trust
Adjustments for non-cash items:
Foreign exchange gains
(Decrease)/increase in interest receivable from Asciano Limited
Decrease in payables
Net operating cash flows

20,465

13,174

(233)
(7,908)
(11,175)

(173)
23,493
(12,245)

1,149

24,249

33,238
3,209

25,330
2,692,668

36,447

2,717,998

4,166,018
13,528

2,817,168
13,288

4,179,546

2,830,456

8. Receivables
Current
Interest receivable from Asciano Limited
Receivable from Asciano Limited

Non-current
Loans to Asciano Limited
Loans to other related parties
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9. Payables

Accrued interest
Other payables

2010
$000

2009
$000

2,227
60

13,414
49

2,287

13,463

10. Loans and borrowings
Current
Secured bank loans

-

2,690,600

Non-current
Secured bank loans

2,750,000

2,250,000

Bank loans are secured by charges over the assets of various entities within Asciano. Certain borrowings are at
floating interest rates (refer to note 2). Interest on this debt is based upon the bank bill swap rate plus a
margin.
Bank facilities
2010

Syndicated term loan
Syndicated revolving credit
facility
Syndicated term loan
Syndicated term loan
Capital expenditure facility

Maturity

Total
facility
$000

Dec 2014
Dec 2013
May 2012
May 2010
May 2010

Net bank debt
Working capital facilities1

1

Dec 2013

2009
Utilised
$000

Total
facility
$000

Utilised
$000

500,000

500,000

-

-

500,000
2,250,000
-

2,250,000
-

2,250,000
2,250,000
550,000

2,250,000
2,250,000
440,600

3,250,000

2,750,000

5,050,000

4,940,600

140,000

119,450

94,462

71,223

3,390,000

2,869,450

5,144,462

5,011,823

All of the utilised working capital facilities are in respect of performance bonds and bank guarantees.
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Movement in equity
Retained
earnings
$000

Total
equity
$000

581,217
869,791
(20,941)
-

13,174
20,465

594,391
869,791
(20,941)
20,465

1,430,067

33,639

1,463,706

Balance at 1 July 2008
Contributions of equity
Transaction costs
Net profit attributable to the unitholders of the Trust

320,713
286,616
(26,112)
-

13,174

320,713
286,616
(26,112)
13,174

Balance at 30 June 2009

581,217

13,174

594,391

For personal use only

Contributed
equity
$000

2010
Balance at 1 July 2009
Contributions of equity
Transaction costs
Net profit attributable to the unitholders of the Trust
Balance at 30 June 2010
2009

Distributions
No distributions were declared in the current financial year (2009: nil).
DRP

The DRP allows securityholders to reinvest all or part of their distributions in additional securities. The DRP
was activated for the June 2008 final distribution, which was paid on 26 August 2008. The DRP was not
activated in the financial years ended 30 June 2010 or 30 June 2009.
Distributions paid or satisfied by the issue of securities under the DRP were as follows:
2010
$000

2009
$000

Cash paid to securityholders
Loan paid to Asciano Limited to satisfy issue of securities
Satisfied by issue of securities under the DRP
DRP residual balance1

-

95,101
46,474
9,423
19

Total distribution

-

151,017

1

DRP residual balance is the remaining balance which could not account to one full security and will be
carried forward to the next distribution reinvestment.

31

Asciano Finance Trust
Notes to and forming part of the financial statements
For the year ended 30 June 2010
11. Equity (continued)

For personal use only

Movement in number of issued units
Allotment date

Issue price
$

Number of
units

$000

0.51
0.51
0.50

1,218,837,054
388,442,791
1,227,272,727
91,551,311
-

581,217
198,106
625,909
45,776
(20,941)

2,926,103,883

1,430,067

2010
Balance at 1 July 2009
Retail entitlement offer1
Conditional placement1
SPP2
Transaction costs

21 July 2009
27 July 2009
20 August 2009

Balance at 30 June 2010
2009
Balance at 1 July 2008
DRP
SPP
Transaction costs
1, 3

Allocation interests
Transaction costs

Balance at 30 June 2009

26 August 2008
16 September 2008
16 September 2008
30 June 2009
30 June 2009

0.51
0.51

656,596,506
18,586,736
23,634,082
-

320,713
9,423
11,983
(106)

0.51

698,817,324
520,019,730
-

342,013
265,210
(26,006)

1,218,837,054

581,217

1

The proceeds of the securities of $1.10 per security and the transaction costs were split between Asciano
Limited and the Trust in the ratio of $0.59 and $0.51 respectively as calculated in accordance with the Trust
Constitution.

2

The proceeds of the securities of $1.10 per security and the transaction costs were split between Asciano
Limited and the Trust in the ratio of approximately $0.60 and $0.50 respectively as calculated in accordance
with the Trust Constitution.

3

An allocation interest is the unconditional right to receive securities that had already been paid for at 30
June 2009 but were only allotted on 1 July 2009.

12. Related parties
Responsible Entity
The responsible entity for the Trust is The Trust Company (RE Services) Limited. The ultimate holding company
of the Responsible Entity is The Trust Company Limited.
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Key Management Personnel
Key Management Personnel (“KMP”) includes persons who were Directors of the Responsible Entity at any
time during the financial year as follows:
Executive Directors
Vicki Allen
John Atkin1
Michael Britton
David Grbin
Sally Ascroft2
1

2

John Atkin has absented himself from consideration of, and abstained from voting in respect of, any matter
in relation to the Trust due to his role as a director of QR Limited from the date of his appointment to QR
Limited.
Sally Ascroft was the alternate Director for David Grbin from 24 June 2010 to 1 August 2010

Other KMP
There were no other persons with responsibility for planning, directing and controlling the activities of the
Trust, directly or indirectly, during the financial year.
KMP unitholdings
No Directors of the Responsible Entity held any direct interests in securities or options over securities in
Asciano at any time during the financial year.
KMP compensation
KMP are paid by the Responsible Entity. Payments made from the Trust to the Responsible Entity do not
include any amounts attributable to the compensation of KMP.
KMP loan disclosures
The Trust has not made, guaranteed or secured, directly or indirectly, any loans to the KMP or their personally
related entities at any time during the financial year.
Other transactions with KMP
The KMP have not entered into any material contracts with the Trust during the financial year.
Responsible Entity’s fees and other transactions
The Responsible Entity is entitled to receive management fees of $10,145 per month (2009: $9,800 per month)
under the Trust Constitution.
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All expenses in connection with the preparation of accounting records and the maintenance of the register
have been borne by Asciano Limited.
The Responsible Entity has the right to reimbursement of reasonable administration expenses incurred.

Transactions with the Responsible Entity
Management fees earned by the Responsible Entity

Interest charged to other related parties
Asciano Limited
Asciano Group (NZ) Limited and Patrick Auto, Bulk and
General Ports Pty Limited

2010
$

2009
$

121,750

117,500

2010
$000

2009
$000

208,170

329,893

1,429

1,480

209,599

331,373

13. Events subsequent to the reporting date
Other than as disclosed in the Directors' report, there has not arisen in the interval between the end of the
financial year and the date of this report, any item, transaction or event of a material and unusual nature
likely, in the opinion of the Directors of the Responsible Entity, to affect significantly the operations of the
Trust, the results of those operations, or the state of affairs of the Trust in future financial years.

14. Auditor’s remuneration
KPMG is the auditor of the Trust. Audit fees of the Trust were paid by a related party within Asciano.
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1.

In the opinion of the Directors of The Trust Company (RE Services) Limited, the Responsible Entity of
Asciano Finance Trust (“Trust”):
(a)

(b)

the financial statements and notes set out on pages 15 to 34 are in accordance with the
Corporations Act 2001, including:
(i)

giving a true and fair view of the Trust’s financial position as at 30 June 2010 and of its
performance for the financial year ended on that date; and

(ii)

complying with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Regulations 2001;

there are reasonable grounds to believe that the Trust will be able to pay its debts as and when
they become due and payable.

2.

The Directors draw attention to note 1 to the financial statements, which includes a statement of
compliance with International Financial Reporting Standards.

3.

The Trust has operated during the financial year ended 30 June 2010 in accordance with the provisions
of the Trust Constitution dated 1 March 2007 (as amended).

4.

The register of the unitholders has been properly drawn up, and during the financial year ended 30 June
2010 has been properly maintained so as to give a true account of the unitholders of the Trust.

Signed in accordance with a resolution of the Directors of the Responsible Entity made pursuant to Section
295(5) of the Corporations Act 2001.

Vicki Allen
Director
Sydney
24 August 2010
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