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COMPRISING: 
 

Westlink Motorway Group comprises WSO Co. Pty Limited, Westlink Motorway Partnership, WSO Finance Pty Limited 
and Westlink Motorway Limited. 

 
The parent entity of Westlink Motorway Group is WSO Co. Pty Limited. It is a company limited by shares and 
incorporated and domiciled in Australia. Its registered office and principal place of business is 101 Wallgrove Road, 
Eastern Creek NSW 2766. 
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ANNUAL REPORT 
WSO CO. PTY LIMTED 

DIRECTORS’ REPORT 
 

In respect of the year ended 30 June 2008, the Directors of WSO Co. Pty Limited submit the following consolidated financial 
report of the Westlink Motorway Group (“Westlink” or “the Group”). UIG 1013: Consolidated Financial Reports in Relation 
to Pre-Date-of-Transition Stapling Arrangements requires one of the stapled entities of an existing stapled structure to be 
identified as the parent entity for the purpose of preparing consolidated financial reports. In accordance with this requirement, 
WSO Co. Pty Limited has been identified as the parent of the group comprising Westlink Motorway Partnership, WSO Co. 
Pty Limited, WSO Finance Pty Limited and Westlink Motorway Limited. 
 
Principal activities  
 
The principal activities of the Group were the financing, investment, construction and operation of the Westlink M7 toll road.  
The principal activity of WSO Co. Pty Limited was the operation of the Westlink M7 toll road. 
The Westlink M7 toll road was completed and opened on 16 December 2005. 
 
Directors 
 
The following persons held office as Directors of WSO Co. Pty Limited during the financial year and up to the date of this 
report: 
 

Brendan Bourke (Chairman)  (Appointed 1st February 2008) 
Andrew Sims 
John Hughes (Appointed 19th November 2007) 
Stephen Douglas Allen (Resigned 19th November 2007) 
Brett Skinner (Appointed 22nd August 2008) 
Lisa Jane Hunt (Resigned 8th August 2008) 
Peter Hicks (Resigned 28th August 2008) 
Chris Brant (Appointed 16th August 2007, Resigned 1st February 2008) 
Geoffrey Raymond Phillips (Resigned 16th August 2007) 

 
Dividends 
 
No dividends were paid or proposed during the year (2007: Nil). 
 
Review of Operations 
 
The performance of the Group, as represented by the results of its operations, were as follows: 
 

Summary of revenue and results 30 June 2008 
$’000 

30 June 2007 
$’000 

Toll revenue 150,825 129,543 
Interest income 7,369 7,897 
Net fair value gain on derivatives 34,919 48,032 
Total income from continuing activities 193,113 185,472 

Financing costs  218,472 224,663 
Other expenses 107,618 106,556 
Expenses from continuing activities 326,090 331,219 

Net loss from ordinary activities before income tax expense (132,977) (145,747)
Income tax expense - - 
Net loss from continuing activities after income tax (132,977) (145,747)
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ANNUAL REPORT 
WSO CO. PTY LIMTED 

DIRECTORS’ REPORT (Continued) 
 
 
Review of Operations (continued) 
 
In December 2007, Westlink obtained approval from its syndicate of banks for changes to the finance deed (Loan Note 
Subscription Agreement). The changes included release of cash reserves, reduction of key financial ratios and clarification of 
key terms within the deed. The approved amendments to the deed resulted in a distribution to equity participants of $87.388 
million on 21 December 2007.  

As at balance date, the Group is in a negative net asset position.  The Directors believe such a financial position is acceptable 
for entities engaged in this type of infrastructure project.  The Directors have considered the prospects of the Group and its 
projected cash requirements and are satisfied the Group can meet its debts as and when they fall due. 
 
Significant Changes in State of Affairs 
 
Other than as stated elsewhere in this report, the Directors of the Parent Entity are not aware of any changes in the state of 
affairs likely to have a significant effect on the operations of the Group or the expected results of those operations. 
 
Matters Subsequent to the End of the Year 
 
Since the end of the year, the Directors of the Parent Entity are not aware of any matter or circumstance not otherwise dealt 
with in the financial report that has significantly or may significantly affect the operations of WSO Co. Pty Limited or Group, 
the results of those operations or the state of affairs of the Group in years subsequent to the year ended 30 June 2008. 
 
Likely Developments and Expected Results of Operations 

 
Information on likely developments in the operation of the Group and the expected results of those operations have not been 
included in this report because the Directors of WSO Co. Pty Limited believe it would likely result in unreasonable prejudice 
to the Group. 
 
Indemnification and Insurance of Officers and Auditors 
 
During the year, WSO Co. Pty Limited paid a premium of $46,761 (2007: $45,331) to insure the Directors. So long as the 
directors act in accordance with the Westlink Project Deeds and the law, the directors remain indemnified out of the assets of 
the Group against any losses incurred while acting on behalf of the Group. Insurance premiums are paid by the Group to 
indemnify directors acting in their role as director of any of the Group companies.  

The auditors of the Group are in no way indemnified out of the assets of the Group. 
 
Environmental Regulation 
 
The Westlink M7 toll road was constructed under an approval from the Minister for Planning under Section 115B(2) of the 
Environmental Planning & Assessment Act. The approval was issued following an environmental impact study of the project 
and as part of the terms of the approval, 223 environmental conditions have been stipulated to which the project must adhere. 
These conditions cover engineering, community consultation, flood protection, heritage and environmental matters. No 
material breaches of the aforementioned environmental conditions were reported. 

The operation of the Westlink M7 toll road is also required to comply with various Acts including the Protection of the 
Environment Operations Act, NSW Heritage Act, Waste Minimisation and Management Act, and Environmentally Hazardous 
Chemicals Act.  

There have been no material breaches of these Acts. 
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ANNUAL REPORT 
WSO CO. PTY LIMTED 

DIRECTORS’ REPORT (Continued) 
 
 
 
Auditors 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 6. 
 
Rounding of Amounts to Nearest Thousand 
 
The Group is of a kind referred to in Class Order 98/0100, as amended by Class Order 04/667, issued by the Australian 
Securities & Investments Commission relating to the “rounding off” of amounts in the Directors’ report and financial report. 
Amounts in the Directors’ report and financial report have been rounded to the nearest thousand dollars in accordance with 
that Class Order, unless otherwise indicated. 
 
Information on Directors 
 

Brendan Bourke 

Brendan Bourke has more than 25 years of experience working in complex operating businesses, including the last eight years 
with Transurban. Brendan has worked extensively for companies with large customer bases and significant fixed assets. He 
has been involved in industries such as electricity and banking, which have undergone substantial change due to deregulation 
and increased competition. For much of his career, he has led organisation change management initiatives and focussed on 
both cost-to-serve and revenue expansion. 

He was appointed as a Director on 1st February 2008. 

Andrew Sims 

Mr Andrew Sims is a Division Director of Macquarie Bank Limited and a senior member of the Macquarie Infrastructure 
Group management team. He is a director of Californian Transportation Ventures General Partner of South Bay Expressway 
LP in San Diego, (California), Transtoll Australia Pty Limited and ConnectEast Management Ltd. Andrew joined Macquarie 
Bank in 1994, prior to which he worked in the Banking and Finance practice of a major accounting firm.  

John Hughes 

Mr John Hughes is the CEO of MIG and has a strong multidisciplinary background in the infrastructure sector. Since joining 
Macquarie John has worked in a number of senior roles across a range of industry sectors. He has extensive project finance 
advisory experience including a number of significant toll road projects in Korea. John has also advised several state 
governments in Australia on asset divestment strategies, financial risk management and the privatisation of assets, including 
ports and gas utilities. Prior to joining Macquarie, John was at Banker’s Trust Australia with advisory roles in the transport, 
resources and utility sectors. 

He was appointed as a Director on 19th November 2007. 

Stephen Allen 

Mr Stephen Allen has worked across a range of industries including transportation, electricity, accommodation, 
manufacturing, health care, and financial services. He is the former Chief Executive Officer of Macquarie Infrastructure 
Group. 

He resigned as a Director on 19th November 2007. 

Brett Skinner 

Mr Brett Skinner is General Manager Strategy Australia for the Transurban Group. Most recently he had spent 7 years at the 
Roads and Traffic Authority of NSW as the CFO and director of commercial development. He also has some 10 years 
experience in the energy retail and distribution and water and wastewater business. Most of his experience has been centered 
around improving the financial performance of the business and negotiating and implementing growth strategies. This has 
included negotiations with external parties and stakeholders and managing internal implementation plans. 

He was appointed as a Director on 22nd August 2008. 
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ANNUAL REPORT 
WESTLINK MOTORWAY GROUP 

AUDITOR’S INDEPENDENCE DECLARATION 
 

 
As lead auditor for the audit of WSO Co. Pty Limited for the year ended 30 June 2008, I declare that to the best of my 
knowledge and belief, there have been: 
 
 
a) no contraventions of the auditor independence requirements of the Corporations Act 2001 in relation to the audit; and 
 
 
b) no contraventions of any applicable code of professional conduct in relation to the audit. 
 
 
 
This declaration is in respect of WSO Co. Pty Limited and its controlled entities, which is deemed to comprise WSO Co. Pty 
Limited, Westlink Motorway Partnership, WSO Finance Pty Limited and Westlink Motorway Limited. 

 
 
 
 
PricewaterhouseCoopers 
 

 

 

Stephanie Smith           Sydney  
Partner                October 2008 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Liability is limited by a scheme approved under Professional Standards Legislation
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ANNUAL REPORT 
WESTLINK MOTORWAY GROUP 

INCOME STATEMENTS  
For the Year Ended 30 June 2008 
 

  
 

Note

CONSOLIDATED 
2008 
$’000 

CONSOLIDATED 
2007 
$’000 

PARENT 
2008 
$’000 

PARENT 
2007 
$’000 

   
INCOME FROM CONTINUING ACTIVITIES 2 193,113 185,472 152,652 130,668
   
   
Financing costs  (218,472) (224,663) (101,616) (87,736)
Other operating expenses  (107,618) (106,556) (151,040) (145,929)
   
EXPENSES FROM CONTINUING ACTIVITIES 2 (326,090) (331,219) (252,656) (233,665)
   
LOSS FROM CONTINUING ACTIVITIES BEFORE 
INCOME TAX EXPENSE 

 
(132,977) (145,747) (100,004) (102,997)

   
Income tax expense 4 - - - -
   
LOSS FROM CONTINUING ACTIVITIES AFTER INCOME 
TAX EXPENSE 

 
(132,977) (145,747) (100,004) (102,997)

   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The above Income Statements should be read in conjunction with the accompanying notes 
 



 

8 

ANNUAL REPORT 
WESTLINK MOTORWAY GROUP 

BALANCE SHEETS 
As At 30 June 2008 
 

  
 

Note

CONSOLIDATED 
2008 
$’000 

CONSOLIDATED 
2007 
$’000 

PARENT 
2008 
$’000 

PARENT 
2007 
$’000 

CURRENT ASSETS      
Cash and cash equivalents 18 61,089 128,435 9,926 12,584 
Receivables and other assets 5 6,272 6,394 6,270 6,394 
Derivative financial instruments 6 23,246 - - - 
TOTAL CURRENT ASSETS  90,607 134,829 16,196 18,978 
      
NON CURRENT ASSETS      
Property, plant & equipment 7 1,758,502 1,824,613 268,266 280,184 
Tolling concession 8 177,696 183,911 177,696 183,911 
Derivative financial instruments 6 71,673 60,000 - - 
TOTAL NON CURRENT ASSETS  2,007,871 2,068,524 445,962 464,095 
TOTAL ASSETS  2,098,478 2,203,353 462,158 483,073 
      
CURRENT LIABILITIES      
Payables 9 19,698 3,371 3,891 3,310 
Provisions 10 36 29 36 29 
TOTAL CURRENT LIABILITIES   19,734 3,400 3,927 3,339 
      
NON CURRENT LIABILITIES      
Interest bearing financial liabilities 11 2,444,386 2,432,618 748,231 669,730 
TOTAL NON CURRENT LIABILITIES  2,444,386 2,432,618 748,231 669,730 
TOTAL LIABILITIES  2,464,120 2,436,018 752,158 673,069 
    
NET (LIABILITIES)/ ASSETS  (365,642) (232,665) (290,000) (189,996)
      
EQUITY      
Contributed equity 12 1 1 - - 
Accumulated losses 13 (365,643) (232,666) (290,000) (189,996)
      
TOTAL EQUITY  (365,642) (232,665) (290,000) (189,996)

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The above Balance Sheets should be read in conjunction with the accompanying notes 
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ANNUAL REPORT 
WESTLINK MOTORWAY GROUP 

STATEMENTS OF CHANGES IN EQUITY 
For the Year Ended 30 June 2008 
 

  
 
 

CONSOLIDATED 
2008 
$’000 

CONSOLIDATED 
2007 
$’000 

PARENT 
2008 
$’000 

PARENT 
2007 
$’000 

   

Total equity at the beginning of the year  (232,665) (86,918) (189,996) (86,999)
     
Net loss for the year  (132,977) (145,747) (100,004) (102,997)
     
     
Total recognised income and expense for the year  (132,977) (145,747) (100,004) (102,997)

     

Total equity at the end of the year  (365,642) (232,665) (290,000) (189,996)
      

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The above Statements of Changes in Equity should be read in conjunction with the accompanying notes 
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ANNUAL REPORT 
WESTLINK MOTORWAY GROUP 

CASH FLOW STATEMENTS 
For the Year Ended 30 June 2008 
 

  
 

Note

CONSOLIDATED 
2008 
$’000 

CONSOLIDATED 
2007 
$’000 

PARENT 
2008 
$’000 

PARENT 
2007 
$’000 

CASH FLOWS FROM OPERATING ACTIVITIES   

Toll revenue receipts (inclusive of goods & services tax)  165,907 140,051 165,907 140,051 
Interest received  7,369 7,897 1,827 1,124 
Payments to suppliers and employees  
(inclusive of goods & services tax) 

 
(48,503) (42,810) (45,364) (42,810)

NET CASH INFLOW FROM OPERATING ACTIVITIES 18 124,773 105,138 122,370 98,365 
   

CASH FLOWS FROM INVESTING ACTIVITIES   

Capital expenditure  (1,209) (1,179) (1,003) (841)
Interest received  12,254 3,165 - - 
Interest paid  (146,700) (88,600) - - 
NET CASH OUTFLOW FROM INVESTING ACTIVITIES  (135,655) (86,614) (1,003) (841)
      
CASH FLOWS FROM FINANCING ACTIVITIES      

Repayment of Subordinated Loan Notes (“SLNs”)  (56,464) - - - 
Repayment of loan from Westlink Motorway Partnership  - - (124,025) (88,967)
NET CASH INFLOW/ (OUTFLOW) FROM FINANCING 
ACTIVITIES 

 
(56,464) - (124,025) (88,967)

      
NET INCREASE IN CASH HELD  (67,346) 18,524 (2,658) 8,557 
      
Cash and cash equivalents at the beginning of the year  128,435 109,911 12,584 4,027 
      
CASH AND CASH EQUIVALENTS AT THE END OF THE 
YEAR 

 
18 

 
61,089 

 
128,435 

 
9,926 

 
12,584 

   
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The above Cash Flow Statement should be read in conjunction with the accompanying notes 
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ANNUAL REPORT 
WESTLINK MOTORWAY GROUP 

NOTES TO THE FINANCIAL STATEMENTS 
For the Year Ended 30 June 2008 
 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The significant policies, which have been adopted in the preparation of the financial statements, are stated to assist in a 
general understanding of this report. These policies have been consistently applied to all periods, unless otherwise 
stated. 

 
(a)  BASIS OF PREPARATION 
 The Westlink Motorway Group (“the Group”) consists of the following entities: WSO Co. Pty Limited (“WSO Co”), 

incorporated on 15 November 2002, WSO Finance Pty Limited (“WSO Fin”), incorporated on 17 December 2002, 
Westlink Motorway Partnership (“the Partnership”), established on 13 February 2003 and Westlink Motorway Limited  
(“WML”)(nominee for the Westlink Motorway Partnership), incorporated on 12 April 2001. 

 
This general purpose financial report has been prepared in accordance with Australian equivalents to International 
Financial Reporting Standards (“AIFRS”), other authoritative pronouncements of the Australian Accounting Standards 
Board, Urgent Issues Group Interpretations, and the Corporations Act 2001. 
 
Compliance with International Financial Reporting Standards (IFRS) 
Australian Accounting Standards include AIFRS. Compliance with AIFRS ensures that the consolidated financial 
statements and notes of the Group comply with IFRS. 
 
Critical Accounting Estimates and Significant Judgements 
The preparation of the financial report in accordance with AIFRS requires the use of certain critical accounting 
estimates. It also requires management to exercise judgement in the process of applying the accounting policies In 
preparation of these financial statements, the fair value of derivative financial instruments (Note 6) involved a high 
degree of judgement and complexity. 
 
Estimates and judgements are continually evaluated and are based on historic experience and other factors, including 
expectations of future events that may have a financial impact on the entity and that are believed to be reasonable under 
the circumstances. 
 

(b)  CONSOLIDATED FINANCIAL REPORT 
 
 The interests in the Partnership and the shares of WSO Co, WSO Fin and WML are combined and issued as stapled 

securities in the Westlink Motorway Group. Interests or shares cannot be traded separately but must be traded as a 
linked security. 

 
 UIG 1013: Consolidated Financial Reports In Relation To Pre-Date-Of-Transition Stapling Arrangements requires one 

of the stapled entities of an existing stapled structure to be identified as the parent entity for the purpose of preparing 
consolidated financial reports. In accordance with this requirement WSO Co has been identified as the parent of the 
consolidated Group comprising the Partnership, WSO Co, WSO Fin and WML. 

 
Transactions between entities within the Group have been eliminated in the consolidated financial statements. The 
accounting policies adopted in preparing the consolidated financial statements have been consistently applied by the 
individual entities except as otherwise indicated. 
 
The consolidated financial statements incorporate the assets and liabilities of all entities comprising the Group as at 30 
June 2008 including those deemed to be controlled by WSO Co and the results of those controlled entities for the year 
then ended. The effects of all transactions between entities in the consolidated group are eliminated in full.  

 
 Where control of an entity is obtained during a financial year, its results are included in the Group’s income statement 

from the date on which control commences. 
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ANNUAL REPORT 
WESTLINK MOTORWAY GROUP 

NOTES TO THE FINANCIAL STATEMENTS 
For the Year Ended 30 June 2008 
 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
(c)  HISTORICAL COST CONVENTION 
 
 The accounts have been prepared in accordance with the historical cost convention as modified by the revaluation of 

derivative financial instruments. 
 
(d)  SEGMENT REPORTING 
 

A business segment is identified for a group of assets and operations engaged in providing products or services that are 
subject to risks and returns that are different to those of other business segments. A geographical segment is identified 
when products or services are provided within a particular economic environment subject to risks and returns that are 
different from those of segments operating in other economic environments. 

 
(e)  IMPAIRMENT OF ASSETS 
 

The carrying amount of non-current assets is assessed periodically to determine whether there are indications of any 
impairment of the value beyond what is expressed in the amortisation or depreciation charges. If that is the case, an 
impairment charge is taken against the recoverable amount of the assets, if that is lower than the carrying amount. 
 
The recoverable amount of the asset is determined as the higher of the net selling price and the value in use. If it is not 
possible to determine a recoverable amount for the individual assets, the assets are assessed together in the smallest 
group of assets for which a reliable recoverable amount can be determined in an overall assessment. 

 
(f)  TOLLING CONCESSIONS 
 

Tolling concessions are intangible assets and represent the right to levy tolls in respect of the Westlink M7 toll road.  
 
The tolling concession consists of the payment that Westlink was required to make to the Roads and Traffic Authority, 
NSW (“RTA”), under the project deed. The RTA has granted WSO Co. Pty Limited the right to levy tolls on the 
Westlink M7 and retain those tolls for its own benefit. 
 
The tolling concession will be amortised over 31 years, being the term of the right granted to WSO Co. Pty Limited to 
operate the Westlink M7 toll road. Amortisation commenced on completion of construction and will be calculated on a 
straight-line basis. The period of amortisation of the tolling concession will be reassessed annually. 

 
(g)  RECEIVABLES 
 
 Receivables are recorded at their fair values and are generally received within 30 days of becoming due and receivable. 

A provision is raised for any doubtful debts based on a review of all outstanding amounts at year end where there is 
objective evidence of impairment. Bad debts are written off in the period in which they are identified. 

 
(h)  DEPRECIATION OF PLANT AND EQUIPMENT 
  

Depreciation is calculated on a straight-line basis to write off the net cost of plant and equipment over its expected 
useful life. Review of remaining useful lives is conducted on a regular basis for all assets, with annual reassessments 
for major items. The expected useful life of items of plant and equipment range from 5 years to 31 years. 
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ANNUAL REPORT 
WESTLINK MOTORWAY GROUP 

NOTES TO THE FINANCIAL STATEMENTS 
For the Year Ended 30 June 2008 
 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
(i)  LEASEHOLD IMPROVEMENTS 
 The cost of leasehold improvements includes: 
 

• all expenditure (including administrative expenditure) incurred in construction of the assets comprising the 
Westlink M7 toll road up to the date of commencement of operations; 

• preliminary costs of formation of entities within the Group; and, 
• facility and borrowing fees incurred by entities within the Group. 

 
Following construction completion on 16 December 2005, only construction costs and certain project costs have been 
capitalised. 

 
 Interest payments on loans up to the date of commencement of operations are offset against interest receipts and the 

balance capitalised as part of Leasehold Improvements. 
 
(j)  AMORTISATION OF LEASEHOLD IMPROVEMENTS 
 

Leasehold improvements are amortised over their expected useful lives which are between 3 and 31 years, being the 
term of the right granted to the Partnership to operate the Westlink M7 toll road. Amortisation commenced on 
completion of construction and will be calculated on a straight-line basis. The period of amortisation of leasehold 
improvements will be reassessed annually. 

 
(k)  REVENUE RECOGNITION 
  
 Toll revenue is recognised when the service is provided. Interest revenue is recognised as it accrues. Other revenue is 

recognised when the fee in respect of services provided is receivable. 
 
(l)  PAYABLES 
 
 Liabilities are recognised when a Group entity becomes obliged to make future payments as a result of a purchase of 

assets or services. Trade creditors are generally settled within 30 days. 
 
(m)  FINANCING COSTS 
 

Financing costs are recognised as expenses in the period in which they are incurred, except when they are included in 
the cost of qualifying assets. To the extent that funds are borrowed specifically for constructing qualifying assets, the 
actual borrowing costs incurred on that borrowing during the year are capitalised to that asset.  

   
 Finance costs include: 

• interest on subordinated debt and term debt borrowings; 
• amortisation of ancillary costs incurred in connection with the arrangement of borrowings; and, 
• facility fees incurred in relation to the availability of borrowings. 
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ANNUAL REPORT 
WESTLINK MOTORWAY GROUP 

NOTES TO THE FINANCIAL STATEMENTS 
For the Year Ended 30 June 2008 
 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
(n)  INCOME TAX 
 
 The income tax expense or revenue for the year is the tax payable on the taxable income of the current period based on 

the income tax rate adjusted by changes in deferred tax assets and liabilities attributable to temporary differences 
between the tax bases of assets and liabilities and their carrying amounts in the financial statements and to unused tax 
losses. 

  
 Deferred tax assets and liabilities are recognised for temporary differences at the rates expected to apply when the 

assets are recovered or liabilities are settled. The relevant tax rates are applied to the cumulative amounts of deductible 
and taxable temporary differences arising from the initial recognition of an asset or liability. No deferred tax asset or 
liability is recognised in relation to these temporary differences if they arose in a transaction, other than a business 
combination, that at the time of the transaction did not affect either accounting profit or taxable profit or loss. 

 
 Deferred tax assets are recognised for deductible temporary differences and unused tax losses if it is probable that 

future taxable amounts will be available to utilise those temporary differences and losses. 
 
 Deferred tax assets and liabilities are not recognised for temporary differences between the carrying amount and tax 

bases of investments in controlled entities where the parent entity is able to control the timing of the reversal of the 
temporary differences and it is probable that the difference will not reverse in the foreseeable future. 

 
 No deferred tax assets have been recognised as it is considered that their utilisation will not occur for a significant 

period of time and therefore it is not possible to accurately value such deferred tax assets. 
 
(o)  CASH FLOWS 
 
 For the purpose of the Cash Flow Statements, cash assets includes cash on hand and deposits held at call with banks 

and investments in money market instruments which are readily convertible to cash on hand at an insignificant risk of 
change in value. 

 
(p)  DERIVATIVE FINANCIAL INSTRUMENTS 
 

A Group entity, WSO Finance Pty Limited, enters into interest rate swap agreements. 

Derivatives are initially recognised at fair value on the date the derivative contract is entered into and are subsequently 
remeasured to their fair value. The fair values of over-the-counter derivatives are determined using valuation 
techniques with assumptions that are based on market values existing at each balance date. Certain derivative 
instruments do not qualify for hedge accounting. Changes in fair value of any derivative instrument that does not 
qualify for hedge accounting are recognised immediately in the Income Statement. 

  
(q)  GOODS AND SERVICES TAX (GST) 
  

Revenues and expenses have been recognised net of the amount of GST, except that where GST relating to expenses 
items is not recoverable from the taxation authority and has been recognised as part of the item of expense. 
 

(r)  INTEREST BEARING FINANCIAL LIABILITIES 
 

 Subsequent to initial recognition at fair value, net of transaction costs incurred, interests bearing financial liabilities are 
measured at amortised cost.  Any difference between the proceeds (net of transaction costs) and the redemption amount 
is recognised in the Income Statement over the period of the borrowings using the effective interest method. 
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ANNUAL REPORT 
WESTLINK MOTORWAY GROUP 

NOTES TO THE FINANCIAL STATEMENTS 
For the Year Ended 30 June 2008 
 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
(s)  STANDARD, INTERPRETATIONS AND AMENDMENTS TO PUBLISHED STANDARDS THAT ARE NOT YET EFFECTIVE 

Certain new standards, amendments and interpretations to existing standards have been published that are mandatory 
for the Group for accounting periods beginning on or after 1 July 2008 or later periods but which the Group has not yet 
adopted. The significant ones are as follows: 
 

(i) AASB-I 12: Service Concession Arrangements 
At 30 June 2008, Australian Accounting Standards Board Interpretation 12: Service Concession Arrangements has 
been issued, but is not yet effective. The interpretation is applicable for reporting periods starting on or after 1 
January 2008. The application of the interpretation to the Westlink M7 toll concession is currently being assessed. If 
the interpretation were applicable to the Westlink M7 toll concession the impact is not expected to be material to 
Westlink’s net asset position. 
 

(ii) AASB 8: Operating Segments 
AASB 8: Operating Segments and AASB 2007-3, Amendments to Australian Accounting Standards arising from 
AASB 8 (effective from 1 January 2009). This standard will require the entity to adopt the ‘management approach’ 
to disclosing information about its reportable segments and will apply to entities whose debt or equity instruments 
are traded in a public market. As the Company has no publicly traded debt or equity instruments, the application of 
AASB 8 means that disclosures on operating segments will no longer be required. The Company has not yet 
decided when to adopt AASB 8. Generally, the financial information will be reported on the same basis as it is used 
internally by the Responsible Entity for evaluating operating segment performance and deciding how to allocate 
resources to operating segments. Such information may be prepared using different measures to that used in 
preparing the income statement and balance sheet, in which case reconciliations of certain items will be required. 
 

(iii) AASB 101: Presentation of Financial Statements 
AASB 101: Presentation of Financial Statements and amending standard AASB 2007-08: Amendments to 
Australian Accounting Standards arising from AASB 101 (effective from 1 January 2009). AASB 101 introduces 
the notion of a ‘complete set of financial statements’, and changes the presentation of financial statements so owner 
changes in equity are disclosed separately from non-owner changes in equity. All non-owner changes in equity 
('comprehensive income') will be presented either in one statement of comprehensive income or in two statements 
(an income statement and a statement of comprehensive income), instead of being presented in the statement of 
changes in equity. Additional disclosure will be made of the income tax relating to each component of other 
comprehensive income, and the titles of the financial statements will change although their use will not be 
mandatory ('balance sheet' becomes 'statement of financial position'; 'income statement' becomes part of the 
'statement of comprehensive income', unless a separate income statement is provided; 'cash flow statement' becomes 
'statement of cash flows'). AASB 2007-08 contains consequential amendments to disclosures required by other 
Australian Accounting Standards as a result of the revised AASB 101. 
 

(iv) AASB 2007-10: Further Amendments to Australian Accounting Standards 
AASB 2007-10: Further Amendments to Australian Accounting Standards arising from AASB 101 (effective from 1 
January 2009). This standard changes the term 'general purpose financial report' to 'general purpose financial 
statements' and the term 'financial report' to 'financial statements', where relevant, in Australian Accounting 
Standards (including Interpretations) to align with IFRS terminology. 
 

(v) REVISED AASB 123: Borrowing Costs and AASB 2007-6 Amendments to Australian Accounting Standards 
arising from AASB 123 
The revised AASB 123 is applicable to annual reporting periods commencing on or after 1 January 2009. It has 
removed the option to expense all borrowing costs and – when adopted – will require the capitalisation of all 
borrowing costs directly attributable to the acquisition, construction or production of a qualifying asset. There will 
be no impact on the financial report of the Group, as the Group already capitalises borrowing costs relating to 
qualifying assets. 

 
(t)  COMPARATIVE FIGURES 

 
 Where necessary, comparative figures have been adjusted to conform with changes in presentation in the current year. 



 

 16

ANNUAL REPORT 
WESTLINK MOTORWAY GROUP 

NOTES TO THE FINANCIAL STATEMENTS 
For the Year Ended 30 June 2008 
 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
(u)  ROUNDING OF AMOUNTS TO NEAREST THOUSAND 
 

The Group and WSO Co. Pty Limited are of a kind referred to in Class Order 98/0100, as amended by Class Order 
04/667, issued by the Australian Securities & Investments Commission relating to the “rounding off” of amounts in the 
Directors’ report and financial report. Amounts in the Directors’ report and financial report have been rounded to the 
nearest thousand dollars in accordance with that Class Order, unless otherwise indicated. 
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ANNUAL REPORT 
WESTLINK MOTORWAY GROUP 

NOTES TO THE FINANCIAL STATEMENTS 
For the Year Ended 30 June 2008 
 

2. NET LOSS FOR THE YEAR 
 
 
 
 
  

CONSOLIDATED 
2008 
$’000 

CONSOLIDATED 
2007 
$’000 

PARENT 
2008 
$’000 

PARENT 
2007 
$’000 

     
Income from continuing activities:     
Toll revenue 150,825 129,543 150,825 129,543 
Interest income 7,369 7,897 1,827 1,125 
Net fair value gain on derivatives 34,919 48,032 - - 
 193,113 185,472 152,652 130,668 
     
Operating expenses from continuing activities      
Tolling & customer management expenses 13,618 14,525 13,618 14,525 
Operational & Maintenance expenses 12,028 11,556 12,028 11,556 
Finance costs:     
 Interest paid – related parties - - 101,616 87,736 
 Interest paid – other persons and corporations 218,472 224,663 - - 
Lease expense - - 100,911 96,123 
Depreciation and amortisation expense 73,482 75,786 19,110 19,050 
Administration expenses 8,490 4,689 5,373 4,675 

 326,090 331,219 252,656 233,665 
 

  
 
 
3. AUDITOR’S REMUNERATION 

CONSOLIDATED 
2008 

$ 

CONSOLIDATED 
2007 

$ 

PARENT 
2008 

$ 

PARENT 
2007 

$ 

     
 Amounts paid or payable to the auditors for:     
 - Audit services 189,900 95,000 138,900 70,000 
 - Other services 69,880 49,130 23,500 23,500 

259,780 144,130 162,400 93,500 
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For the Year Ended 30 June 2008 
 

 
 
4. INCOME TAX 

CONSOLIDATED 
2008 
$’000 

CONSOLIDATED 
2007 
$’000 

PARENT 
2008 
$’000 

PARENT 
2007 
$’000 

     

(a) Income tax expense  
    

Current tax - - - - 
Deferred tax - - - - 

 - - - - 
   

(b) Numerical reconciliation of income tax expense to prima 
facie tax payable 

  
 
 

Tax at the Australian tax rate of 30% (2007 - 30%) (39,893) (43,724) (30,001) (30,899) 
Tax effect of amounts which are not deductible (taxable) in 
calculating taxable income:   

Partnership loss/(profit) 9,892 12,825 - - 
Amortisation of tolling concession 1,865 1,865 1,865 1,865 

Deferred tax assets not recognised 28,136 29,034 28,136 29,034 
Income tax expense - - - - 
   

(c) Tax losses 
 

Unused tax losses for which no deferred tax asset has been 
recognised 

 

Potential tax benefit @ 30% 106,577 78,441 106,577 78,441 
   

All unused tax losses were incurred by Australian entities.  
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WESTLINK MOTORWAY GROUP 

NOTES TO THE FINANCIAL STATEMENTS 
For the Year Ended 30 June 2008 
 

 
 
 
5. RECEIVABLES AND OTHER ASSETS 

CONSOLIDATED 
2008 
$’000 

CONSOLIDATED 
2007 
$’000 

PARENT 
2008 
$’000 

PARENT 
2007 
$’000 

     
 Current     
 Trade receivables 5,404 5,308 5,404 5,308 

Provision for doubtful debts (205) (246) (205) (246)
 5,199 5,062 5,199 5,062 

Other receivables 29 120 29 120 
 GST recoverable 171 327 169 327 

Prepayments 873 885 873 885 
 6,272 6,394 6,270 6,394 
 

6. DERIVATIVE FINANCIAL INSTRUMENTS     

     
Current     
Derivative financial instruments 23,246 - - - 
     
Non-Current     
Derivative financial instruments 71,673 60,000 - - 

 
7.  PROPERTY, PLANT AND EQUIPMENT      

     
Plant and equipment, at cost 866 192 866 192 
Less:  Accumulated depreciation (65) (17) (65) (17)
 801 175 801 175 
     
Leasehold improvements, at cost 1,928,188 1,927,706 300,021 299,720 
Less: Accumulated amortisation (170,487) (103,268) (32,556) (19,711)

 1,757,701 1,824,438 267,465 280,009 
 1,758,502 1,824,613 268,266 280,184 
 

Depreciation of property, plant and equipment commenced on 16 December 2005 being the completion of construction 
and commencement of toll road operations. 
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WESTLINK MOTORWAY GROUP 

NOTES TO THE FINANCIAL STATEMENTS 
For the Year Ended 30 June 2008 
 

7. PROPERTY, PLANT AND EQUIPMENT (CONTINUED) 
 
A reconciliation of the carrying amount of property, plant and equipment at the beginning and end of the current 
financial year is set out below: 

 
 
 
Consolidated 

Plant & 
Equipment 

$’000 

Leasehold 
Improvements 

$’000 

Total 
 

$’000 

Carrying amount at 1 July 2007 175 1,824,438 1,824,613 
Additions 674 482 1,156 
Depreciation/amortisation expense (48) (67,219) (67,267)
Carrying amount at 30 June 2008 801 1,757,701 1,758,502 

 
 
 
Consolidated 

Plant & 
Equipment 

$’000 

Leasehold 
Improvements 

$’000 

Total 
 

$’000 

Carrying amount at 1 July 2006 13 1,893,100 1,893,113 
Additions 179 893 1,072 
Depreciation/Amortisation Expense (17) (69,555) (69,572)
Carrying amount at 30 June 2007 175 1,824,438 1,824,613 

 
 
 
Parent 

Plant & 
Equipment 

$’000 

Leasehold 
Improvements 

$’000 

Total 
 

$’000 

Carrying amount at 1 July 2007 175 280,009 280,184 
Additions 674 301 975 
Depreciation/amortisation expense (48) (12,845) (12,893)
Carrying amount at 30 June 2008 801 267,465 268,266 

 
 
 
Parent 

Plant & 
Equipment 

$’000 

Leasehold 
Improvements 

$’000 

Total 
 

$’000 

Carrying amount at 1 July 2006 13 292,231 292,244 
Additions 179 585 764 
Depreciation/Amortisation Expense (17) (12,807) (12,824)
Carrying amount at 30 June 2007 175 280,009 280,184 
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8. TOLLING CONCESSION 

CONSOLIDATED 
2008 
$’000 

CONSOLIDATED 
2007 
$’000 

PARENT 
2008 
$’000 

PARENT 
2007 
$’000 

     
Westlink M7 toll road 193,481 193,481 193,481 193,481 
Less: Accumulated amortisation (15,785) (9,570) (15,785) (9,570)

 177,696 183,911 177,696 183,911 
  

The tolling concession is an intangible asset and represents the right to levy tolls in respect of the Westlink M7 toll 
road. The tolling concession consists of the payment that WSO Co was required to make to the Roads and Traffic 
Authority, NSW (“RTA”), under the project deed. The RTA has granted WSO Co the right to levy tolls on the 
Westlink M7 toll road and retain those tolls for its own benefit. 
 
The tolling concession for the Westlink M7 will run until February 2037, being 34 years from financial close. 
Amortisation of the Westlink M7 tolling concession commenced on 16 December 2005, being the date of operation of 
the toll road, and will continue over its remaining life. 

 
 
 
 
9. PAYABLES 

CONSOLIDATED 
2008 
$’000 

CONSOLIDATED 
2007 
$’000 

PARENT 
2008 
$’000 

PARENT 
2007 
$’000 

     
 Trade creditors and accrued liabilities 18,513 2,292 2,706 2,231 
 GST Payable 1,185 1,079 1,185 1,079 
 19,698 3,371 3,891 3,310 
 
10. PROVISIONS      

 Current     
Employee entitlements 36 29 36 29 
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11. INTEREST BEARING FINANCIAL LIABILITIES 

CONSOLIDATED 
2008 
$’000 

CONSOLIDATED 
2007 
$’000 

PARENT 
2008 
$’000 

PARENT 
2007 
$’000 

Non-current     
Secured     
Term Facility 1 1,250,000 1,250,000 - - 

 Subordinated Term Loan Notes (“SLNs”) 2 1,194,386 1,182,618 - - 
     
           Unsecured     
 Loan from Westlink Motorway Partnership – On-Lending 

Agreement 3 
 

- 
 

- 
 

730,519 
 

629,651 
 Loan from Westlink Motorway Partnership – Offer to 

Sublease Agreement 4 
- -  

17,712 
 

40,079 
 2,444,386 2,432,618 748,231 669,730 

Notes 
1 A term facility of $1,250 million was provided to WSO Finance Pty Limited by a bank consortium. Interest is 

charged on this facility at the BBSY rate plus a margin in the range of 0.70% to 0.90% per annum. WSO Finance 
Pty Limited has entered into interest rate swaps to fix this rate at 6.13% per annum, plus the relevant margin (as 
detailed above). The facility is made up of three tranches that have expiry dates of 21 December 2010 ($500 
million), 21 December 2012 ($500 million) and 21 December 2015 ($250 million). The facility expires on 14 
February 2018.  

 
2 Subordinated Term Loan Notes (“SLNs”) issued by the Westlink Motorway Partnership are held by the Macquarie 

Infrastructure Group and the Transurban Group and were issued to fund the construction of the Westlink M7. SLNs 
are debt instruments that accrue interest to each Westlink equity partner on a quarterly basis. Interest payments are 
only able to be made when allowed under the provisions of the Loan Note Subscription Agreement. Interest 
payments cannot be made within 12 months of issue. The interest rate applicable to the SLNs is 11.93% per annum. 

 
3 The Parent’s interest-bearing liabilities consist of funds received from Westlink Motorway Partnership under the 

on-lending agreement between WSO Co and Westlink Motorway Partnership. The funds were used to finance the 
acquisition of the Westlink M7 tolling concession from the RTA (Refer Note 8) and WSO Co’s stamp duty on the 
Project Deed and the Agreements to Lease. Interest is charged on the loan at 14.75% per annum (2007: 14.75% per 
annum) and is capitalised to the loan balance monthly. During the year ended 30 June 2008, interest in the amount 
of $98.589 million (2007: $84.889 million) was capitalised into the loan balance. 

 
4 The Parent’s interest-bearing liabilities consist of funds received from Westlink Motorway Partnership under the 

sublease arrangement between WSO Co and Westlink Motorway Partnership. Interest is charged on the loan at 
BBSY plus 2.00% per annum and is capitalised to the loan balance monthly. During the year ended 30 June 2008, 
interest in the amount of $3.027 million (2007: $2.848 million) was capitalised into the loan balance. 
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12. CONTRIBUTED EQUITY 

CONSOLIDATED 
2008 
$’000 

CONSOLIDATED
2007 
$’000 

PARENT 
2008 
$’000 

PARENT 
2007 
$’000 

 
Shares on Issue 

 
800 $1 Ordinary shares fully paid 1 1 - - 
200 $1 Ordinary shares fully paid - - - - 

  1 1 - - 
 

Capital Risk Management 
The Group and Company’s capital management objectives are to: 
• ensure sufficient capital resources to support the Group and Company’s business and operational requirements 
• safeguard the Group and Company’s ability to continue as a going concern 
• ensure the representations and warranties required under the Finance Deed (Loan Note subscription Agreement) are 

met. 
• ensure compliance with the undertakings as required under the Finance Deed (Loan Note subscription Agreement) 

which include maintaining a debt service cover ratio of at least 1.1:1. 
 

Periodic reviews of the Group and Company’s capital requirements are performed to ensure it is meeting its objectives. 
 
The Group and Company has complied with all externally imposed capital requirements. 
 

 
 
 
13.  ACCUMULATED LOSSES 
 

CONSOLIDATED 
2008 
$’000 

CONSOLIDATED
2007 
$’000 

PARENT 
2008 
$’000 

PARENT 
2007 
$’000 

Accumulated losses at beginning of the financial year (232,666) (86,919) (189,996) (86,999)
  
Loss from continuing activities after income tax expense (132,977) (145,747) (100,004) (102,997)
 
Accumulated losses at end of the financial year (365,643) (232,666) (290,000) (189,996)

 
 
14. DEFICIENCY OF NET ASSETS 
 

As at balance date, the Group and the Parent are in a negative net asset position.  The Directors believe such a financial 
position is acceptable for entities engaged in this type of infrastructure project.  The Directors have considered the 
prospects of both the Group’s and Parent’s projected cash requirements and are satisfied the Group and the Parent can 
meet their debts as and when they fall due. 
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15. FINANCING ARRANGEMENTS AND OTHER FACILITIES 
 
 CREDIT FACILITIES 

 
 Term Facility 

A term facility of $1,250 million was provided to WSO Finance Pty Limited by a bank consortium. Interest is charged 
on this facility at the BBSY rate plus a margin in the range of 0.70% to 0.90% per annum. WSO Finance Pty Limited 
has entered into interest rate swaps to fix this rate at 6.13% per annum, plus the relevant margin (as detailed above). 
The facility is made up of three tranches that have expiry dates of 21 December 2010 ($500 million), 21 December 
2012 ($500 million) and 21 December 2015 ($250 million). 

 
Subordinated Term Loan Notes 
Subordinated Term Loan Notes (“SLNs”) issued by the Westlink Motorway Partnership are held by the Macquarie 
Infrastructure Group and the Transurban Group and were issued to fund the construction of the Westlink M7. 
 
SLNs are debt instruments that accrue interest to each Westlink equity partner on a quarterly basis. Interest payments 
are only able to be made when allowed under the finance documents (Loan Note Subscription Agreement). Interest 
payments cannot be made within 12 months of issue. The interest rate applicable to the SLNs is 11.93% (2007: 
11.93%) per annum. 
 
 

16. COMMITMENTS FOR EXPENDITURE CONSOLIDATED 
2008 
$’000 

CONSOLIDATED 
2007 
$’000 

PARENT 
2008 
$’000 

PARENT 
2007 
$’000 

 a) Westlink M7 Commitments 
 Commitments in relation to the Design & Construction and 

Independent Verifier contracts of the Westlink M7 toll road 
are payable as follows: 

    

Within one year 59 118 59 118 
Later than one year but not later than five years - 59 - 59 

 59 177 59 177 
 
 b) Operating leases 
 Commitments for minimum lease payments under the 

sublease arrangement with the Westlink Motorway 
Partnership, in relation to the non-cancellable operating lease 
is payable as follows: 

    

Within one year - - 105,937 100,911 
Later than one year but not later than five years - - 504,592 466,725 
Later than five years - - 8,617,372 8,761,175 

 - - 9,227,901 9,328,811 
 

WSO Co Pty Limited has leased the Westlink M7 toll road from the Westlink Motorway Partnership for the term of the 
tolling concession being 34 years to February 2037. 
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17. RELATED PARTY DISCLOSURES 
 

Directors and Key Management Personnel 
The names of persons who were Directors of WSO Co. Pty Limited at any time during the year were as follows: 

 
Brendan Bourke (Chairman)  (Appointed 1st February 2008) 
Andrew Sims 
John Hughes (Appointed 19th November 2007) 
Stephen Douglas Allen (Resigned 19th November 2007) 
Brett Skinner (Appointed 22nd August 2008) 
Lisa Jane Hunt (Resigned 8th August 2008) 
Peter Hicks (Resigned 28th August 2008) 
Chris Brant (Appointed 16th August 2007, Resigned 1st February 2008) 
Geoffrey Raymond Phillips (Resigned 16th August 2007) 

 
The Directors are the only Key Management Personnel of the Group. 

 
During the year, no Director or Key Management Personnel has received or become entitled to receive any benefit 
because of a contract made by the Company with a Director or a Director related entity. 
 
Remuneration of Directors and Key Management Personnel 2008 

$000 
2007 

        $000 
Income paid or payable to directors of the parent entity and the consolidated group in 
connection with the management of affairs of the parent entity and its controlled entities - - 

  
 

 Other Transactions 
 
 Under the Operation and Maintenance contract entered into with WSO Co Pty Limited, Westlink Services Pty Limited, 

a company owned equally by Abigroup Limited and Leightons Contractors Pty Ltd, received fees of $9,932,460 (2007: 
$9,106,069). 
 
Under the Tolling and Customer Management contract entered into with WSO Co Pty Limited, Roam Tolling Pty 
Limited, a wholly owned subsidiary of the Transurban Group, received fees of $7,477,360 (2007: $8,906,773). 
 
During the year Westlink Motorway Partnership paid Macquarie Group Limited professional fees of $1,502,012 (2007: 
$Nil) for the renegotiation of WSO Finance Pty Limited’s finance deed and representations to Fitch Ratings regarding 
the credit re-rating.  



 

 26

 
ANNUAL REPORT 
WESTLINK MOTORWAY GROUP 

NOTES TO THE FINANCIAL STATEMENTS 
For the Year Ended 30 June 2008 
 

 
18. CASH FLOW INFORMATION 

CONSOLIDATED 
2008 
$’000 

CONSOLIDATED 
2007 
$’000 

PARENT 
2008 
$’000 

PARENT 
2007 
$’000 

 
(i) Reconciliation of net (loss)/ profit from continuing 

activities after income tax expense to net cash flows from 
operating activities. 

 
 

 Net (loss)/ profit from continuing activities after income  
tax for the year. (132,977) (145,747) (100,004) (102,997)
   
Depreciation and amortisation 73,482 75,786 19,110 19,050 
Capitalised Subordinated Loan Note interest 76,661 136,062 - - 
Capitalised interest on related party loans - - 101,616 87,736 
   
Changes in assets and liabilities   
(Increase)/decrease in current assets (23,007) (1,850) 216 (1,850)
(Increase)/decrease in non-current assets (23,927) - - - 
Increase/(decrease) in current liabilities 16,270 318 521 303 
Increase/(decrease) in non-current liabilities 138,271 40,569 100,911 96,123 

     
  Net Cash Flows From Operating Activities 124,773 105,138 122,370 98,365 

 
 

(ii) Reconciliation of Cash Assets 
 Cash assets at the end of the year as shown in the Statements 

of Cash Flows is reconciled to the related items in the 
Balance Sheets as follows: 

    

  
 Cash at bank 61,089 128,435 9,926 12,584 

    
(iii)Non cash Investing and Financing Activities    

   
Investing Activities     
Property, plant & equipment transferred from Westlink 
Motorway Partnership 

 
-

 
- 

 
-

 
- 

   
Financing Activities   
Intercompany transactions with Westlink Motorway 
Partnership 

- - (98,436) (85,050) 

 
19. SEGMENT REPORTING 
 

The principal activities of the Group were the financing, investment, construction and operation of the Westlink M7 
toll road. The principal activity of WSO Co was the operation of the Westlink M7 toll road. The Group operates 
wholly within Australia. 
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20. FINANCIAL RISK MANAGEMENT 
 

The Group’s activities expose it to a variety of financial risks: market risk (including interest rate risk), credit risk and 
liquidity risk. The Group’s overall risk management program focuses on the unpredictability of financial markets and 
seeks to minimise potential adverse effects on financial performance. The Group uses derivative financial instruments 
such as interest rate swaps to reduce certain risk exposures. 

Risk management is carried out by the Group under policies approved by the Board and to meet the requirements as 
set out in the Loan Note Subscription Agreement. The Board, identifies, evaluates and seeks to reduce financial risk 
and provide written principles for overall risk management, as well as written policies covering specific areas, such as 
mitigating interest rate and credit risks, use of derivative financial instruments and investing excess liquidity. 
 
Market risk 

Interest rate risk 
The Group has no significant interest-bearing assets, apart from cash and cash equivalent balances, whose fair value 
is 
significantly impacted by changes in market interest rates. The Group’s main interest-rate risk arises from long-term 
borrowings. Borrowings issued at variable rates expose the Group to cash flow interest rate risk. The Group only have 
long term borrowings issued at floating interest rates. For floating rate exposures, the Group reduce the exposure by 
entering into interest rate swaps, whereby the Group agree with their counterparties to exchange at specified intervals 
the difference between the fixed contract rates and floating rate amounts calculated by reference to the agreed 
notional principal amounts. Refer to Note 6. 
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20. FINANCIAL RISK MANAGEMENT (CONTINUED) 
 
Credit risk 
Potential areas of credit risk consist of cash and cash equivalents, derivative financial instruments and deposits with 
banks and financial institutions. The Group limit their exposure in relation to cash balances by only dealing with well 
established financial institutions of high quality credit standing. The Group only transacts with independently rated 
parties with appropriate minimum credit ratings of A-1 and in accordance with the terms of the Loan Note 
Subscription Agreement. The Board from time to time sets exposure limits to financial institutions and these are 
monitored on an on-going basis. 

Sound credit risk management involves prudently managing the risk and reward relationship and controlling and 
minimising credit risks across a variety of dimensions, such as quality, concentration, maturity and security. The 
Group has no balances which are past due but not impaired or impaired.  

The following table sets out the counterparties with which the Groups transact and therefore provides an indication of 
the credit risk exposures. 

 
 Credit Risk 

 Consolidated 
2008 

Credit Risk 
 Consolidated 

2007 
 Financial 

Institutions 
$’000 

Other 
 

$’000 

Total 
 

$’000 

Financial 
Institutions 

$’000 

Other 
 

$’000 

Total 
 

$’000 
 Financial Assets       
 Cash and cash 

equivalents 61,089 - 61,089 128,435 - 128,435 
 Receivables and 

other assets - 5,399 5,399 - 5,509 5,509 
 Derivative financial 

instruments 94,919 - 94,919 60,000 - 60,000 
 Total Financial 

Assets 156,008 5,399 161,407 188,435 5,509 193,944 
 
 Credit Risk 

Parent 
2008 

Credit Risk 
Parent 
2007 

 Financial 
Institutions 

$’000 

Other 
 

$’000 

Total 
 

$’000 

Financial 
Institutions 

$’000 

Other 
 

$’000 

Total 
 

$’000 
 Financial Assets       
 Cash and cash 

equivalents 9,926 - 9,926 12,584 - 12,584 
 Receivables and 

other assets - 5,397 5,397 - 5,509 5,509 
 Derivative financial 

instruments - - - - - - 
 Total Financial 

Assets 9,926 5,397 15,323 12,584 5,509 18,093 
 

Financial Institutions 
The credit risk to financial institutions relates to cash and cash equivalents and interest rate swap contracts. In line 
with the credit risk policies of the Group these counterparties must meet a minimum credit rating of A-1 and in 
accordance with the terms of the Loan Note Subscription Agreement. 
 
Other 
The credit risk relates primarily to trade receivables. The arrangements are set out in Note 5. 
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20. FINANCIAL RISK MANAGEMENT (CONTINUED) 

 
Liquidity Risk 

Prudent liquidity risk management implies maintaining sufficient cash, the availability of funding through an 
adequate amount of committed credit facilities and the ability to close out market positions. The Group has a prudent 
liquidity management policy which manages liquidity risk by monitoring the stability of funding, surplus cash or 
highly liquid cash assets, anticipated cash in and outflows and exposure to connected parties. 
 
The below tables display the forecast contractual undiscounted future cash outflows of the Group’s liabilities. 

 
Group 
 
Contractual 
undiscounted 
future cash 
outflows 

Less than 
One Year 

 
$’000 

One to Two 
Years 

$’000 

Two to 
Three Years 

$’000

Three to 
Five Years 

 
$’000 

More than
 Five Years

 
$’000 

Total

$’000
2008    
    
Term facility 75,317 72,349 551,791 556,233 267,474 1,523,164
Subordinated Term 
Loan Notes 

 
51,460 

 
91,898 125,363

 
374,599 

 
1,988,024 2,631,344

    
Total  126,777 164,247 677,154 930,832 2,255,498 4,154,508
    
2007    
    
Term facility 86,535 75,317 72,349 584,743 790,755 1,609,699
Subordinated Term 
Loan Notes 

 
104,375 

 
51,460 

 
91,898 

 
301,286 

 
2,186,700 2,735,719

    
Total  190,910 126,777 164,247 886,029 2,977,455 4,345,418

 
 

Parent 
 
Contractual 
undiscounted 
future cash 
outflows 

Less than 
One Year 

 
$’000 

One to Two 
Years 

$’000 

Two to 
Three Years 

$’000

Three to 
Five Years 

 
$’000 

More than
 Five Years

 
$’000 

Total

$’000
2008    
    
Loan from Westlink 
Motorway 
Partnership 

- - - 13,090 897,916 911,006 

        
Total  - - - 13,090 897,916 911,006 
       
2007       
       
Loan from Westlink 
Motorway 
Partnership 

- - - 109 910,897 911,006 

       
Total  - - - 109 910,897 911,006 
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20. FINANCIAL RISK MANAGEMENT (CONTINUED) 
 

Fair value estimation 

The fair value of financial assets and financial liabilities must be estimated for recognition and measurement and 
disclosure purposes. 

The fair value of financial instruments that are not actively traded in an active market is determined using valuation 
techniques. Discounted cash flows, are used to determine the fair value for financial instruments. The fair value of 
interest rate swaps is calculated as the present value of the estimated future cash flows.  
 
Interest Rate Risk 

In assessing interest rate risk, management has assumed the following movements in the identified interest rates: 
- Bank bill swap reference rate (BBSW) increased/decreased by 71 bps (2007: 49 bps) 
 
The table below displays the balances for financial instruments that would be recognised in the income statement or 
directly in equity if the above interest rate movements occur. The Group has determined the above movements in 
interest rates to be a reasonable possible change following analysis of the interest spreads of comparable debt 
instruments over the past 5 years. 

  
Group 
 Increase in interest rates Decrease in interest rates 
 P&L 

$’000 
Equity 

$’000 
P&L 
$’000 

Equity 
$’000 

     
2008     
Total financial assets 36,988 36,988 (38,980) (38,980) 
Total financial liabilities - - - - 
Total 36,988 36,988 (38,980) (38,980) 
     
2007     
Total Financial assets 33,784 33,784 (35,039) (35,039) 
Total Financial liabilities - - - - 
Total 33,784 33,784 (35,039) (35,039) 

 
Parent 
 Increase in interest rates Decrease in interest rates 
 P&L 

$’000 
Equity 

$’000 
P&L 
$’000 

Equity 
$’000 

     
2008     
Total financial assets 70 70 (70) (70)
Total financial liabilities (126) (126) 126 126 
Total (56) (56) 56 56 
     
2007     
Total Financial assets 62 62 (62) (62)
Total Financial liabilities (196) (196) 196 196 
Total (134) (134) 134 134 

 
Financial assets include cash and cash equivalents and derivative financial instruments. 
Financial liabilities include derivative financial instruments. 
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20. FINANCIAL RISK MANAGEMENT (CONTINUED) 
 

Interest Rate Swaps 
 
 The Group has entered into interest rate swap contracts that entitle it to receive interest, at monthly and quarterly 

intervals, at a floating rate on a notional principal amount and oblige it to pay interest at a fixed rate on the same 
amount. The interest rate swap contracts allow the Group to raise long term borrowings at a floating rate and 
effectively swap them into a fixed rate. The onlending agreement provides that the above swaps are undertaken by 
the Partnership with WSO Finance Pty Limited on the same terms, interest rates and periods as entered into by WSO 
Finance Pty Limited. Refer to Note 6. 

The Group has elected not to apply hedge accounting in respect of interest rate swaps.  

 At 30 June 2008, the notional principal amounts and periods of expiry of the interest rate swap contracts are: 
 

 
 

2008 
$’000 

2007
$’000 

   
One to three months 1 375,000 - 
1 - 5 years 2 875,000 1,250,000 
5 - 10 years 3 1,062,500 1,062,500 
 
Note 1 These swaps are currently being settled quarterly in arrears until 30 September 2008. The Company is obliged 

to pay interest at a fixed rate of 6.13% per annum. These swaps contracts have been fair valued in accordance 
with Note 1(p). 

 
Note 2 These swaps are currently being settled quarterly in arrears until 28 September 2012. The Company is obliged 

to pay interest at a fixed rate of 6.13% per annum. These swaps contracts have been fair valued in accordance 
with Note 1(p). 

 
Note 3 Further swap contracts have been entered into prior to 30 June 2008 with effective dates of 30 September 

2008. These contracts will be settled quarterly at a fixed rate of 5.84% and expire 31 December 2015. These 
swap contracts maintain the required interest rate hedge coverage as required by the financing deed. These 
swaps contracts have been fair valued in accordance with Note 1(p). 

 
 

 
21. FRANKING CREDITS 

 2008 
$000 

2007 
        $000 

    
Franking credits available for subsequent financial years 
Based on a tax rate of 30% (2007: 30%) 

 
- - 

   
 The above amounts represent the balance of the franking account as at the end of the financial year, adjusted for: 

(i)   franking credits that will arise from the payment of current tax liability, 
(ii)  franking debits that will arise from the payment of dividends recognised as a liability at the reporting date, 
(iii) franking credits that will arise from the receipt of dividends recognised as receivables at the reporting date, and 
(iv) franking credits that may be prevented from being distributed in subsequent financial years. 

 
22. EVENTS OCCURRING AFTER BALANCE DATE 

 
Except as disclosed elsewhere in the financial report, no matter or circumstance has arisen since 30 June 2008 that has 
significantly affected, or may materially affect the operations of the Group in future financial years. 
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AUDIT OPINION 

In our opinion the financial report of Westlink Motorway Group: 

• gives a true and fair view, as required by the Corporations Act 2001 in Australia, of the financial position of 
Westlink Motorway Group (as defined below) as at 30 June 2008, and of its performance for the year ended on that 
date, and 

• is presented in accordance with the Corporations Act 2001, Accounting Standards, other mandatory financial 
reporting requirements in Australia, the Corporations Regulations 2001 and the Trust Constitution. 

This opinion must be read in conjunction with the rest of our audit report. 

SCOPE  

The financial report, remunerations disclosures and directors’ responsibility 
The financial report comprises the balance sheet, income statement, cash flow statement, statement of changes in equity, 
accompanying notes to the financial statements, and the directors’ declaration of Westlink Motorway Group (the consolidated 
entity), for the year ended 30 June 2008.  

The consolidated entity comprises WSO Co. Pty Limited, Westlink Motorway Partnership, WSO Finance Pty Limited and 
Westlink Motorway Limited. 

The directors of WSO Co. Pty Limited are responsible for the preparation and true and fair presentation of the financial report 
in accordance with the Corporations Act 2001. This includes responsibility for the maintenance of adequate accounting 
records and internal controls that are designed to prevent and detect fraud and error, and for the accounting policies and 
accounting estimates inherent in the financial report.  

Audit approach 
We conducted an independent audit in order to express an opinion to the members of WSO Co. Pty Limited. Our audit was 
conducted in accordance with Australian Auditing Standards, in order to provide reasonable assurance as to whether the 
financial report is free of material misstatement. The nature of an audit is influenced by factors such as the use of professional 
judgement, selective testing, the inherent limitations of internal control, and the availability of persuasive rather than 
conclusive evidence. Therefore, an audit cannot guarantee that all material misstatements have been detected. For further 
explanation of an audit, visit our website http://www.pwc.com/au/financialstatementaudit. 

We performed procedures to assess whether in all material respects the financial report presents fairly, in accordance with the 
Corporations Act 2001, Accounting Standards, the Trust Constitution and other mandatory financial reporting requirements in 
Australia, a view which is consistent with our understanding of Westlink Motorway Group, and of its performance as 
represented by the results of their operations, changes in equity and cash flows.  

We formed our audit opinion on the basis of these procedures, which included: 

• examining, on a test basis, information to provide evidence supporting the amounts and disclosures in the financial 
report, and 

• assessing the appropriateness of the accounting policies and disclosures used and the reasonableness of significant 
accounting estimates made by the directors. 

Our procedures include reading the other information in the Annual Report to determine whether it contains any material 
inconsistencies with the financial report. 

While we considered the effectiveness of management’s internal controls over financial reporting when determining the nature 
and extent of our procedures, our audit was not designed to provide assurance on internal controls. 

Liability is limited by a scheme approved under Professional Standards Legislation 

http://www.pwc.com/au/financial
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Our audit did not involve an analysis of the prudence of business decisions made by directors or management. 

 
INDEPENDENCE 
 
In conducting our audit, we followed applicable independence requirements of Australian professional ethical pronouncements 
and the Corporations Act 2001. 
 
 
 
 
PricewaterhouseCoopers 
 
 
 
 
 
 
 
Stephanie Smith Sydney 
Partner      October 2008 
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