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3 VALUATIONS AND NET ASSET BACKING PER 
STAPLED SECURITY 

3.1 Net asset valuation  

At the end of each semi annual reporting period, the valuations of the Group’s toll road assets are reviewed 
and updated in accordance with the Group’s valuation policies. Assets are valued at fair value using a 
discounted cash flow (DCF) methodology, except where stated otherwise. Table 17 below sets out the 
Group’s individual asset valuations at 30 June 2010, compared with valuations as at 30 June 2009. 

Table 17 - Portfolio valuation 

ASSET Discount Rate (%) Valuation (AUDm) 

 As at 
30 Jun 10 

As at 
30 Jun 09 

As at 
30 Jun 10  

As at
30 Jun 0919 

407 ETR 11.0 9.5 2,995.3 3,283.9 

Westlink M7 12.0 12.0 436.3 358.8 

Portfolio Valuation   3,431.6 3,642.7 

 = = =  

Non Investment Balances   141.0 141.0 

Distribution payable   (22.6) (22.6) 

Net assets    3,550.0 3,761.1 

19. Data as at 30 June 2009 have been adjusted to proforma numbers by adjusting for investments/divestments including the assets demerged 
in February 2010 and with June 2010 non-investment balances and distributions used for comparison. 

The values of the Group’s road asset investments are determined by the valuation framework adopted by 
the directors of Intoll Management Limited and Intoll International Limited. Discounted cash flow analysis is 
the methodology applied in the valuation framework, as it is the generally accepted methodology for valuing 
toll road assets and the basis upon which market participants have derived valuations for specific 
transactions. This methodology has been consistently applied in all periods since listing in December 1996.  

Discounted cash flow is the process of estimating future cash flows that are expected to be generated by an 
asset and discounting these cash flows to their present value, by applying an appropriate discount rate.  

The valuations derived from the discounted cash flow analysis are periodically benchmarked to other 
sources, such as recent market transactions, to ensure that the discounted cash flow valuations are 
providing a reliable measure. 

In assessing the 30 June 2010 valuations the directors have had regard to Canada Pension Plan 
Investment Board’s non-binding and conditional offer for Intoll of CAD 1.186 plus AUD 0.230 and the 
ongoing Cintra sale process of a 10% stake in 407ETR. 
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Movement since 30 June 2009 
Table 18 - Key impacts on valuations 

 6 months to Jun 10  6 months to Dec 09 

 AUDm AUDm  AUDm AUDm 

Portfolio Valuation at start of half year  3,800   3,643 

Operational Factors      

Roll Forward 135   134  

Other Operational Changes 273   23  

Total Operational Factors  408   157 

Macroeconomic Factors      

Inflation 13   7  

Interest Rates 36   4  

Foreign Exchange Rates 146   (11)  

Total Macroeconomic Factors  195   - 

Change in Discount Rates  (971)   - 

Change in Overall Portfolio Valuation  (368)   157 

Portfolio Valuation as end of half year  3,432   3,800 

Since 30 June 2009, portfolio valuations have fallen AUD211m (5.8%). The most significant factors 
contributing to movements in the valuations since 30 June 2009 are operational changes and changes in 
discount rates. 

3.1.1 Operational factors 

Operational assumptions were reviewed across the portfolio with total operational adjustments excluding roll 
forward resulting in an AUD296m increase in the total valuation since June 2009. The main changes to 
these assumptions were: 

 Lower tax rates for the 407 ETR (+AUD166m) 

 Updated revenue forecast on the 407 ETR (+AUD81m) 

 Updated traffic forecast on the Westlink M7 (+AUD47m) 

3.1.2 Macroeconomic factors 

Inflation rates 

Forecast inflation rates have increased across both jurisdictions, increasing valuations by AUD20m. 

Historically, long term inflation rates have been implied from the differential between long term real and 
nominal bond rates, where available. Due to current market dislocation, these implied outcomes have in 
some cases been unusually low and well outside government and consensus estimates. 

Consequently, the Group has used a consensus based approach to determining long term inflation 
forecasts for valuations.  

These forecasts were determined by comparing numerous reference points for each country of relevance, 
including Consensus Economics, the Economist Intelligence Unit, the International Monetary Fund, Central 
Bank Targets and the implied rate from real and nominal bonds. 

Foreign exchange rates 

The weakening of the AUD against the CAD over the period from 30 June 2009 to 30 June 2010 has had a 
positive impact on the portfolio value. The movement in exchange rates has resulted in an increase in 
valuation of AUD135m. Refer to Appendix 3 for the exchange rates at 30 June 2009 and 30 June 2010. 
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3.1.3 Discount Rates 
The Group is required to value its assets based on a sale price that could be achieved between 
knowledgeable, willing parties taking into account current market conditions at valuation date being 30 June 
2010.  

In preparing valuations for 30 June 2010, the Group calibrated its discount rates to a number of data points 
that provided evidence as to market conditions. These factors included; the Canada Pension Plan 
Investment Board conditional offer for Intoll, recent bid prices and sales for toll road assets, specifically the 
sale process by Cintra of their 10% stake in 407ETR, along with asset specific considerations.  

3.2 Net Asset Backing per stapled security 
Table 19 - Net Asset backing per stapled security 

 

As at 
30 Jun 10 

AUD 

Pro-forma20 
as at  

30 Jun 09  
AUD 

Change
% 

Proforma net assets as per Aggregated Balance Sheet 3,550.0 3,761.1 (5.6%) 

Net Asset Backing per stapled security  1.57 1.66 (5.4%) 

20. Data as at 30 June 2009 have been adjusted to proforma numbers by adjusting for investments/divestments including the assets demerged 
in February 2010 and with June 2010 non-investment balances and distributions used for comparison. 

Net Asset Backing (NAB) per security fell 5.4% from AUD1.66 at 30 June 2009 to AUD1.57 at 30 June 
2010. This reduction is a consequence of a reduction in the portfolio valuation of AUD211m as outlined in 
section 3.2. 

 

Figure 15 - Portfolio split by valuation at 30 June 2010  
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APPENDIX 1 – RECONCILIATION TO STATUTORY 
ACCOUNTS 

Table 20 – Reconciliation of proportionate EBITDA to statutory account profit / (loss) 

  Proforma Results21 
12 months to  

30 Jun 10  
AUDm 

Proforma Results22 
12 months to 

30 Jun 09 
AUDm 

Intoll Proportionate Earnings - Management Information Report (MIR) 73.8 64.3 

Asset net tax expense - - 

Asset net interest expense 101.9 86.9 

Asset maintenance capex 3.8 6.4 

EBITDA from road assets net of Intoll corporate level income and 
expenses 179.5 157.6 

Less: EBITDA from non-consolidated assets (190.0) (168.0) 

Less: Revaluation decrement from non-consolidated assets (266.1) (174.9) 

Profit/(loss) from discontinued operations 1,927.4 (2,214.9) 

Other items23 (95.4) 1.8 

Profit/(loss) attributable to non-controlling interest (48.7) 684.8 

Profit/(loss) attributable to Intoll security holders – Statutory Accounts 1,506.7 (1,713.6) 

21. Data for the 12 months ended 30 June 2010 have been adjusted to proforma numbers by adjusting for assets demerged in February 2010. 

22. Data for the 12 months ended 30 June 2009 have been adjusted to proforma numbers by adjusting for investments/divestments including 
the assets demerged in February 2010 and by using exchange rates for the 12 months ended 30 June 2010. 

23. Includes non cash operating lease expense, foreign exchange gain/losses and interest income earned at consolidated road assets.  

 

Table 21 – Reconciliation of proportionate net debt to statutory account debt position 

 As at  
30 Jun 10 

AUDm 

As at 
30 Jun 09 

AUDm 

Corporate Debt - - 

Corporate Cash (132.4) (891.2) 

Corporate Net Debt (132.4) (891.2) 

Road asset debt – M6 Toll - 2,229.6 

Road asset cash - M6 Toll - (63.9) 

Other debt 24 - 282.0 

Net Debt – Statutory Accounts (132.4) 1,556.5 

Other debt 25 - 8.8 

Non consolidated road asset net debt 1,757.7 8,298.0 

Total Net Debt - Management Information Report  (MIR) 1,625.3 9,863.3 

24. Includes loan from minority interest, which is excluded from total net debt.  

25. Includes land fund liability net of loan from minority interest.  
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APPENDIX 2 – ENTERPRISE VALUE BY ASSET 

Table 22 – Enterprise Value by Asset 

ASSET Equity 
As at 

30 Jun 10 
AUDm 

Net Debt 
As at 

30 Jun 10 
AUDm 

Enterprise Value 
As at  

30 Jun 10 
AUDm 

Net Debt/ 
Enterprise Value 

 
% 

407 ETR 2,995 1,462 4,457 32.8% 

Westlink M7 436 296 732 40.4% 

Intoll Corporate 119 (132) (13) n/a 

Total Intoll 3,550 1,625 5,189 31.3% 
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APPENDIX 3 – MACROECONOMIC INDICATORS  

Table 23 – Spot foreign exchange rates 

 30 Jun 10 30 June 09 Change (%) 

Canadian Dollar 0.8955 0.9383 (4.6%) 

The spot exchange rates in this table are the exchange rates that have been applied to the translation of all 
balance sheet items, including valuations, on 30 June 2010 and 30 June 2009. 

 

Table 24 – Average foreign exchange rates 

 Quarter 
ended 

30 Sep 09 

Quarter 
ended 

31 Dec 09 

Quarter 
ended 

31 Mar 10 

Quarter 
ended 

30 Jun 10 

Canadian Dollar 0.9146 0.9593 0.9405 0.9069 

In deriving Australian Dollar income for the purpose of proportionate earnings, the Group applies quarterly 
average exchange rates to all foreign income and expenses in the relevant quarter. The above table 
highlights the average exchange rates applied for the 12 months ended 30 June 2010. 

 

Table 25 – 10 year bond rates 

COUNTRY 30 Jun 10 
(%) 

30 June 09 
(%) 

Change 
(%) 

Australia 5.54 5.03 10.1% 

Canada 3.49 3.20 9.0% 
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APPENDIX 4 – NAB SENSITIVITIES  

Table 26 – Impact of 50 basis point decrease in discount rates 

ASSET 30 Jun 10 
 

AUDm 

Valuation Increase 
 

AUDm 

Adjusted 
Valuation  

AUDm 

Increase in Net Asset 
Backing per security 

AUD 

407 ETR 2,995 296 3,291 0.13 

Westlink M7 436 23 459 0.01 

Net Asset Valuation 3,431 319 3,750 0.14 

 

Table 27 – Impact of 50 basis point increase in discount rates 

ASSET 30 Jun 10 
 

AUDm 

Valuation Decrease 
 

AUDm 

Adjusted 
valuation 

AUDm 

Decrease in Net Asset 
Backing per security 

AUD 

407 ETR 2,995 (256) 2,739 (0.11) 

Westlink M7 436 (21) 415 (0.01) 

Net Asset Valuation 3,431 (277) 3,154 (0.12) 

 

Table 28 – Impact of 50 basis point decrease in interest rates (cost of debt at asset level) 

ASSET 30 Jun 10 
 

AUDm 

Valuation Increase 
 

AUDm 

Adjusted 
Valuation  

AUDm 

Increase in Net Asset 
Backing per security 

AUD 

407 ETR 2,995 29 3,024 0.01 

Westlink M7 436 6 442 0.00 

Net Asset Valuation 3,431 35 3,466 0.01 

 

Table 29 – Impact of 50 basis point increase in interest rates (cost of debt at asset level) 

ASSET 30 Jun 10 
 

AUDm 

Valuation Decrease 
 

AUDm 

Adjusted 
Valuation  

AUDm 

Decrease in Net Asset 
Backing per security 

AUD 

407 ETR 2,995 (28) 2,967 (0.01) 

Westlink M7 436 (6) 430 0.00 

Net Asset Valuation 3,431 (34) 3,397 (0.01) 

 

Table 30 – Impact of 5% decrease in revenue 

ASSET 30 Jun 10 
 

AUDm 

Valuation Decrease 
 

AUDm 

Adjusted 
Valuation  

AUDm 

Decrease in Net Asset 
Backing per security 

AUD 

407 ETR 2,995 (192) 2,803 (0.09) 

Westlink M7 436 (30) 406 (0.01) 

Net Asset Valuation 3,431 (222) 3,209 (0.10) 
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Table 31 – Impact of 5% increase in revenue 

ASSET 30 Jun 10 
 

AUDm 

Valuation 
Increase 

AUDm 

Adjusted 
Valuation  

AUDm 

Increase in Net Asset 
Backing per security 

AUD 

407 ETR 2,995 192 3,187 0.09 

Westlink M7 436 21 457 0.01 

Net Asset Valuation 3,431 213 3,644 0.10 
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APPENDIX 5 – TRAFFIC PERFORMANCE  

Table 32 – Traffic performance vs pcp 

QUARTER (000’) YEAR TO DATE (000’) ASSET 

3 months 
30 Jun 10 

3 months 
30 Jun 09 

Change 
Vs pcp 

12 months 
30 Jun 10 

12 months 
30 Jun 09 

Change 
Vs pcp 

407 ETR       

Av Daily Rev (CAD) 1,780 1,562 14.0% 1,620 1,502 7.9% 

VKT 600,688 559,188 7.4% 2,277,410 2,211,862 3.0% 

Av Workday Trips 397 374 6.1% 375 371 1.1% 

Av Daily Trips 328 310 5.7% 309 306 1.1% 

Westlink M7       

Av Daily Rev (including GST) 557 512 9.0% 548 505 8.5% 

Av Workday Trips 148 137 7.8% 144 135 6.7% 

Av Daily Trips 129 120 7.1% 128 120 6.7% 

Av Daily Tolled VKT 1,647 1,543 6.7% 1,635 1,534 6.6% 

Av Daily Travelled VKT 1,977 1,856 6.5% 1,966 1,847 6.4% 
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APPENDIX 6 – PORTFOLIO CHARACTERISTICS

Figures 16 to 18 present portfolio characteristics for the Intoll Group at 30 June 2010.  

Figure 16 – Geographic split of assets 
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Figure 17 – Concession term remaining  
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Figure 18 – Tolling mechanism 
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APPENDIX 7 – DEBT PROFILE OF ASSETS 

    Financial Year     

Assets Currency FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19+ 

407 ETR CAD 1,345.0 299.2  -  199.1 497.4  -  260.8  -  3,271.8 

Westlink M7 AUD  500.0  -   500.0  -    -   250.0  -   -   -   
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APPENDIX 8 – DEBT RATINGS OF ASSETS  

Asset Rating Rating Agency Rating date 

407 ETR A Standard and Poors June 2010 

 A DBRS June 2010 

Westlink M7 BBB+ Fitch September 2009 

.
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APPENDIX 9 – DSCR CALCULATION METHODOLOGY 

407 ETR 

The DSCR is calculated as Net Revenues/Annual Debt Service.  

 Net revenues = EBITDA in accordance with GAAP, plus interest income on cash reserves, minus 
income tax and capital tax, plus or (minus) swap or hedge gains (losses). 

 Debt Service = Interest and principal payment from the company’s general fund, excluding payments 
from pre funded interest reserve and interest expense on indebtedness and implied debt amortization.  

Westlink M7  

Westlink calculation of DSCR = Post Tax Cash Available for debt Service / Interest Payment  

 Cash available for debt service is defined as Toll revenue plus interest income, less company operating 
expenses, operating and maintenance costs, variable costs, major maintenance (including transfer 
to/from MCMR), capital expenditure, net movement in working capital, other fees and costs, revenue 
sharing payments to RTA and independent certifier costs. 

 


