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The Australian Rail Track Corporation
Ltd (ARTC) is one of Australia’s largest
rail network owners, operating and
managing over 8,500 kilometres of
standard gauge track in South Australia,
Victoria, Western Australia, New South
Wales and Queensland.

ARTC plays a critical role in the transport
supply chain and in the overall economic
development of Australia.

We provide customers with access to our
network to move a range of commodities
including general freight, coal, iron ore,
other bulk minerals and agricultural
products. The network is also important
in providing access for interstate and
inter-city passenger services.

ARTC was established in South Australia
in 1998 as part of a major economic
reform program aimed at improving the
competitiveness and long-term viability
of the Australian rail freight industry.
Our mandate is to increase the volume
of freight carried by railand todo soin a
commercially sustainable way.

Since formation ARTC has played a
critical role in the economic development
of Australia and now provides access
between Melbourne, Sydney, Brisbane,
Adelaide and Perth.

ARTC is comprised of two distinct
operating businesses; Interstate
network and Hunter Valley network. L

The Interstate network is poised to
become an even tougher competitor with
road as the major infrastructure projects
underway between Melbourne and
Sydney make for more reliable transit
between Melbourne and Brisbane.
Primarily used to transport general and
containerised freight, as well as mineral
ores, agricultural products, steel and
passenger services — this network is a
critical link for many national industries.

The New South Wales Hunter Valley
coal network transported 130 million
tonnes of coal across the network in
2011-12, the majority exported through
the Port of Newcastle to overseas
customers. This volume is set to

grow even more and ARTC has over

20 individual infrastructure projects
underway to expand the network in
order to provide track capacity ahead of
the demand.

The growth of our network has been
reliant on strong partnerships with
customers, the community, regulators
and our industry colleagues. These
partnerships are something we are
focused on strengthening even more
over the next financial year.

With enviable revenue growth,

the Company’s future is strong. In
addition to continuing to grow the
capacity of the Hunter Valley coal
chain, ARTC is consistently looking
for opportunities to strengthen its
position as a leading player in the
national logistics landscape. Our
credentials as a flexible and adaptable
infrastructure owner and maintainer
put us in an excellent position for
growing our role even further.
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The 2011-12 financial year was a period of substantial
change within the Company in order to focus our
business and its future growth on our two quite
distinct customer groups: our Interstate network
customers and our Hunter Valley network customers.

These markets have vastly different needs,
influences and regulatory requirements and our
internal changes have allowed ARTC to strengthen
its capabilities in crucial areas and focus on
delivering our key strategic objectives.



A comprehensive review of ARTC’s business
strategy has been undertaken by the Board
and Executive team to position the Company
for growth following an unprecedented
period of investment in the Interstate and
Hunter Valley networks.

Since the establishment of ARTC the key
challenge has been to expand the rail
network under ARTC control to provide a
seamless “one-stop-shop” for our customers
and to successfully deliver a large capital
works program. Since 2004, ARTC has
invested around $5 billion into the Interstate
and Hunter Valley networks, substantially
boosting capacity and improving reliability.

Following this period of investment, we
have now refined our business strategy so
that we can capitalise on this extensive
investment program and generate improved
returns for shareholders and better
outcomes for our customers.

To drive this growth we have commenced

a program to transform ARTC into a more
customer-oriented organisation, motivated
and driven by the goal of increasing the
volume of freight carried on the ARTC
network, and to do this safely and reliably.

This strategy will involve ARTC becoming
more engaged in the marketplace and able
to build more effective relationships with
customers at all levels in the supply chain,
based on a greater depth of understanding of
their needs and opportunities. ARTC will be
working more closely with rail operators to
deliver a measurable improvement in service
reliability and create new capacity to allow
the volume of freight on rail to grow.

Ultimately, ARTC is in the business to
help our customers utilise the rail network
more effectively and efficiently and

to make rail the mode of choice in the
national logistics chain.

Our business

ARTC delivered further growth in freight
volumes in 2011-12.

Access revenue rose to $537 million for

the period to June 2012, a 24% increase
over the prior year (2010-11: $433 million).
Earnings Before Interest, Tax, Depreciation,
Amortisation and Impairment (EBITDATI)
increased by 20% from $221 million in
2010-11 to $265 million this year.

At 30 June 2012 the Company’s total assets
were $4.7 billion with a net debt position of
$520 million.

The result was impacted by significant
flooding in New South Wales during the
year and the decision taken by the ARTC
Board to commit further funds to improve the
condition of the Sydney to Melbourne rail line,
as part of the Ballast Rehabilitation Program.

Given the circumstances, the financial result
was positive and demonstrates the underlying
strength and diversity of the business.

Capital investment

In 2011-12 ARTC invested around $1.2 billion
in the business including $776 million on the
Interstate network and $377 million in the
Hunter Valley. Capital investment over the last
12 months has resulted in the completion of
projects that will increase capacity and provide
greater reliability across both of our networks.

In addition to upgrading track infrastructure,
ARTC made significant progress in bringing
the Sydney Metropolitan Freight Network
under ARTC control* and we are much closer
to the completion of the Port Botany upgrade.

* Transferred to ARTC control in August 2012
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In the Hunter Valley, our investment has
delivered five new passing loops and
major progress on two flagship projects;
the Nundah Bank and the Maitland to
Minimbah third road. Both projects will be
open to customers in the first half of the
next financial year.

Hunter Valley Network

Following the introduction of the new Hunter
Valley Access Undertaking on 1July 2011,
ARTC signed long-term contracts directly
with coal producers for volume on the
Hunter Valley network. These ten year rolling
contracts provide much greater certainty of
the substantial infrastructure investment
that is required in order to provide future
network capacity.

ARTC continues to invest in this network
expansion and in 2011-12, 130 million
tonnes of coal was transported across the
network, achieving an increase of 11% on
the 2010-11 result.

As forecast demand for coal is expected to
increase to over 200 mtpa by 2014, ARTC is
confident that its investment strategy will
continue to deliver capacity for the industry
ahead of demand.

Interstate Network

The Interstate network has undergone
substantial upgrade during the year and
this investment will provide further benefits
to our network customers by increasing
capacity and improving the reliability of
train operations.

Extensive work is also being undertaken on
the Sydney to Melbourne rail line in response
to poor ballast condition and the $134 million
Ballast Rehabilitation Program commenced

in December 2011 to restore the line to an
acceptable operating condition.

Investment in re-railing and passing loops in
South Australia has meant the Company has
been in an excellent position to cater for the
growth in minerals traffic with IMX resources
doubling the amount of magnetite-copper
being transported by rail from their mine at
Cairn Hill to Port Adelaide.

The re-sleepering of the Interstate network,
which is now nearly 100% concrete sleepers,
will help maintain track reliability for

our customers, whether they’re running
intermodal, grain, minerals or steel products
across the rail network.

Growth in these key areas is reflected by a
13% increase in Gross Tonne Kilometres*

this year on the previous financial year, to
62.3 billion GTK.

Safety

Nothing is more important than every
one of our people returning home safely
after a day’s work. Safety remains ARTC’s
first priority.

Over the last 12 months we have seen a
reduction in our lost time injury frequency
rate and an increase in our medically treated
injury frequency rate. In the coming year,
ARTC will be examining ways it can reduce
workplace injuries even further.

Unfortunately the death of a Transfield
worker on our Interstate network in May this
year was a sad reminder of just how vigilant
we all must be when it comes to the safety of

* Gross Tonne Kilometres is a measure that represents the
total weight of goods transported multiplied by the total
distance travelled.




our people and our colleagues. Investigations
continue into the accident at Haig which is
around 450 kilometres east of Kalgoorlie on
the Nullabor Plain.

As a Company that operates across many
states and jurisdictions, we are also looking
forward to working closely with the new
National Rail Safety Regulator which
commences from 1 January 2013.

People and Culture

A major organisational restructure delivered
at the beginning of this financial year has
now established two autonomous business
units — the Hunter Valley network and the
Interstate network. This has helped drive a
commercially focused culture that recognises
the very different markets and customers
served by ARTC.

Despite these differences, a recently
completed review of the way we undertake
our asset maintenance activities will lead to a
new structure and delivery model which will
see greater consistency in the way we carry
out maintenance across the Company.

From December 2012 we will be under-
taking a greater range of maintenance
functions in-house, allowing us to take
better control of asset condition and the

ability to respond to incidents quickly
when they occur. We thank our Alliance
partners Downer Australia and Transfield
Services for the quality of their work over
many years providing services to ARTC.

We also recognise the efforts and
professionalism of our management team and
employees who supported our disengagement
from the NSW Country Rail Network at
midnight, 14 January 2012, following six years
of providing network services. The transfer to
the new contractor occurred seamlessly.

Outlook

In the coming year we will continue our work
to transform the Company and to work with
our customers to grow the volume of freight
moving on the network.

We will be working hard within the Company
to increase our focus on sustainability and
the community. Recognising the role we

play in many regional and suburban areas
throughout the country, we will be looking
to strengthen our relationship with residents
that live alongside our network.

We know that Australians are increasingly
concerned about the environmental and
safety impacts of heavy trucks on the roads.
Itisimportant for ARTC to have stronger ties

KITCHENER TO BOONDEROO (WESTERN AUSTRALIA) ON THE INTERSTATE NETWORK




with the community if we are to capitalise on
community expectations for more community
friendly transport by rail.

Railis an important part of the nation’s
economy and supports employment and
productivity. Record investment in the
Interstate network has supported local
jobs and economies and a high performing
rail network is the backbone of Australia’s
national economy.

Environmental and population factors
are bringing about a critical change in the
way Australians think about transport of
important everyday items, resources and
manufacturing goods.

The imperative for rail as the leading freight
option has never been more clear; ARTC is
poised to take a much greater role in ensuring
this is recognised in the community, among
decision makers and potential customers.
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Company. In particular, Graham Walters for
his seven years of service as a non-executive
Director of ARTC, which concluded in
August 2011

Mr Walters played an important role

during some of the most critical stages of
ARTC’s development including expansion

of the network and the implementation of
major infrastructure improvement works.

In particular, Mr Walters’ application and
diligence as Chair of the Audit and Compliance
Committee has been greatly valued by
Directors, Auditors and the Executive
Management team.

In November 2011, ARTC welcomed Lynelle
Briggs to the Board as a non-executive
Director. Ms Briggs brings a strong
background in the Australian public service,
having held various positions including
Deputy Secretary of the Department of
Transport and Regional Services in 2001,
Australian Public Service Commissioner, and
CEO of Medicare.

Finally, we congratulate ARTC’s staff
who are consistent in their dedication
and professionalism. Their skills and
expertise are this Company’s greatest
asset and we look forward to a very
successful year ahead.




YEAR IN
REVIEW
2011

DONNYBROOK PASSING LOOP

29 . JULY . 201

Another new multi-million
Werris Creek ' SHARES ISSUED TO COMMONWEALTH: dollar passing loop was

to North S completed. The $25.9 million
Star was - project near Donnybrook,
incorporated 4 0 9 3 M Victoria, funded as part of
into the ARTC o

the Economic Stimulus Plan,
lease and involved laying 6.8kms of
new depots The Commonwealth made further new track and sleepers as
were set up significant investment in rail well as installing new high
at Gunnedah infrastructure with a purchase of a speed turnouts and the latest
& Narrabri. further $409.3 million in shares in ARTC. signalling technology.
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Organisation Restructure Takes Effect:

1.JULY . 2011

The company-wide restructure took effect on 1 July 2011 to
support the new business strategy aimed at delivering a major
increase in the volume of freight carried on the ARTC network
and transforming ARTC into a customer-focused, commercially
orientated organisation that will build on its vision to create a
strong, efficient, sustainable rail link in the national logistics chain. Leighton Contracts
Alliance to Deliver SSFL
An Alliance contract worth
$150 million for Leighton
Contractors. The Alliance will
complete the construction
of a 36km dedicated freight
line between Macarthur and
Sefton in southern Sydney.

1. AUGUST . 2011

HVAU (Hunter Valley Access Undertaking) commenced

1.JULY . 201
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17 . AUGUST . 2011

KOOLBURY PASSING LOOP

ACCOMMODATING TRAINS AS LONG AS

ARTC continued its drive to
upgrade the Hunter Valley Coal
corridor with the construction of

a new passing loop at Koolbury,
between Muswellbrook and Scone.

a

19. AUGUST . 2011

Radio Hut.

4

9/

ULAN LINE UPGRADE
COMPLETED

The upgrade of the pass-
ing loops on the Ulan
Line connecting Gulgong

to the Port of Newcastle
via Muswellbrook is
progressing in line with
capacity demands.
Partially funded as
part of the Economic
Stimulus Plan, the $75
million program has
built new passing loops
at Bylong, Worondi,
Aerosol Valley and

NOVEMBER . 2011

grain traffic.

Hunter Valley floods

Extensive flood damage was
experienced in late November
on the Werris Creek — North
Star section of the Hunter
Valley network. Approximately
15 large sections of track
between Moree and Croppa
Creek were washed away
during the intense rainfall
events. ARTC staff were
mobilised to repair these
locations and the works were
staged over a six week period
to assist in keeping costs to

a minimum. Train traffic was
largely unaffected as this
section of track services mainly

20 20 28 20 20 20 20 20 20 20 2 2N 2N 2 2 2 2 2 2 2 2 N 2 2 2 2 2 O 2N 2N 2 2N 2N 2

17 . AUGUST . 2011

Australian
Transport
Safety Bureau
investigation
into the
condition of
the Sydney

to Melbourne
track began.

19.. AUGUST . 2011

Hunter Valley
Track Access
Contracts Signed

ARTC entered into its
first contracts with
coal producers for
mine to port access to
the Hunter Valley rail
network. Following
the Australian
Competition

and Consumer
Commission (ACCC)
approval of the ARTC
Hunter Valley Access
Undertaking in July
2011, ARTC entered
into new access
contracts with three
Gunnedah Basin
producers.

11. OCTOBER . 2011

NORTH COAST CURVE EASING PROJECT

105.6M

WILL CUT TRANSIT TIME BY ALMOST

The elimination of sharp bends along
the Interstate rail network between
Newcastle and the Queensland
border is progressing on schedule
with track between Rappville and
Leeville now straightened. Once this
project is complete trains will be
able to run at higher speeds along
this busy part of the network along

Australia’s east coast.

13



Works to repair
mudholes on

the Sydney to
Melbourne rail line

ARTC UPSIZES BOND ISSUE BY

1. FEBRUARY . 2012

ARTC ISSUES

200M

Works to repair
mudholes, upgrade

9. DECEMBER . 2011

drainage systems and
replace ballast along
the North South rail
line were accelerated.

1. DECEMBER . 2011

This brings the total of 3 year

OF 3 YEAR BONDS bonds on issue to $300 million.
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BURILDA PASSING LOOP Transfer of

Management of
the NSW Country
the signalling Regional Network
upgrade at Parkes, (CRN)

New South Wales to The termination of the
enable operational management of the
separation of the CRN was successfully

Parkes
Signal Upgrade

ARTC commissions

15. NOVEMBER . 2011
12 . DECEMBER . 2011
14 . JANUARY . 2012

CAPACITY

Country Regional transferred without
Network from the incident at midnight
ARTC Network. on 14 January 2012.

ARTC continued its drive

to enhance the efficient
movement of coal along the
Hunter Valley Coal corridor
with the construction of

a new passing loop at
Burilda, between Werris
Creek and Breeza.

14
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3.APRIL. 2012

300,000

TRUCKS POTENTIALLY REMOVED FROM THE
SYDNEY NETWORK

Port Botany Rail Yard Upgrade

The upgrade and reconfiguration of the
rail yard at Port Botany was completed
as part of an ambitious project which
will transform the movement of freight
across the Sydney Basin and take up

to 300,000 trucks a year off the city’s
road network.

2 2 2 2 2 2 20 2 2 2 2 £

ARTC sustained extensive
flooding in southwest New
South Wales and northeast
Victoria.

Staff worked hard to restore
the track and services in 18
locations between Narribri
and Moree and 24 locations
between Moree and North Star.

12.. MAY . 2012

ARTC launched a new job
recruitment campaign as
part of the growth strategy

for the Hunter Valley

Network. The campaign
will lead to the employment
of 35 engineer and project
manager positions, all based

in the lower Hunter.

DAILY COAL
THROUGHPUT
RECORD:

170

MTPA

A daily record of coal
throughput was set on
12 May. Comprising

166 million tonnes per
annum (mtpa) export
and around 3mtpa
domestic.

YEARIN

REVIEW

2012

JUNE . 2012

PARKES TO
BROKEN HILL
UPGRADE
COMPLETED

1

Australian
concrete
sleepers laid

2NN 2N N AN 2 N 2N N

24 . JUNE . 2012

Another stage

of the Southern
Sydney Freight
Line completed

Operations
commenced on

a section of the
Southern Sydney
Freight Line between
Enfield West and
Leightonfield Yard.
Alease and licence
was agreed between
ARTC and RailCorp
to commence
operations.




MARKET
OVERVIEW

ARTC has increased freight volumes
in 2011-12 by 12.8% compared to the
previous year and this is reflected in
strong access revenue growth of 24%.

High growth levels were observed in
ARTC’s key markets in 2011-12 and
the Company continues to observe
strong market interest in the use of rail
as an alternative mode to transport
products. The strong safety and
environmental benefits that rail offers
are increasingly part of the decision
making process.

Despite this increasing awareness, the
Carbon Tax will initially have a negative
impact on the rail sector and only

once itis applied to heavy vehicles,
will rail find itself on more competitive
pricing terms. The reform of Heavy
Vehicle road pricing by the National
Transport Commission is also likely

to bring about changes that will make
infrastructure investment in transport
more consistent between road and rail.

The growth ARTC has achieved in
2011-12 has in part been driven by
the Company’s ability to capitalise on



opportunities that have arisen from the
continued international demand for
Australian metal and energy resources.

ARTC CONTINUES TO RESPOND TO A
HIGH LEVEL OF MARKET INTEREST IN
ESOURCE DEVELOPMENTS.

Considerable prospects have been iden-
tified in South Australia. In particular,
two major minerals developments in the
Gawler Craton region have consolidated
their volume on the ARTC network with
planning work being undertaken for a
third development scheduled to com-
mence in the early part of 2012-13.

Both the East West and North South
corridors of our Interstate network are a
critical part of the steel industry supply
chain. During 2011-12 the Company
delivered a 5.2% increase in steel volume
on these corridors. This will be further
boosted by Bluescope Steel’s announce-
ment to increase its future use of our
Interstate network between Port Kembla
and Melbourne in preference to shipping.

The grain season has also delivered an
increase in volumes and revenue with our
Interstate network supporting a number of
key supply chains for domestic and export
grain in South Australia, Victoria and New
South Wales. Favourable weather and

trading conditions helped drive volume
growth of 31 per cent from the previous
year with 8.3 million tonnes of product
transported across the ARTC network.

The East West route of our Interstate
network continues to lead the transport
market for a range of commodities

with a return to an 82% market share
of land transport. This growth reflects
the continued strength of the Western
Australian economy and ARTC is
committed to retaining this hold on the
East West route.

ARTC’s other primary inter-capital market
is the East Coast of Australia between
Melbourne and Brisbane and 2011-12
saw ARTC moving into the final stages of
a major investment program to improve
corridor performance. During the year
volume growth of 11.1% was achieved,
with future growth prospects on this
corridor being strong as the benefits of
the investment program are able to be
passed through to ARTC’s rail customers.

Strong demand for thermal coal exports
and continued investment in expansion
of the Hunter Valley network has
resulted in growth of 12.5% per cent of
export coal volumes.

During the year ARTC concluded take or
pay contracts with all Hunter Valley export
coal producers which provide for projected
volumes of 150 million export tonnes
during 2012 with forward commitments
to more than 200mtpa underpinned by a
continued investment program by ARTC
and other supply chain participants.




INTERSTATE

NETWORK

This was the first year of operation for the
Interstate Network Division, following
the organisational restructure.

A key focus has been on developing the team to
safely deliver services and grow the Interstate
network business.
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BILLIONS GROSS TONNE KILOMETRES

THE MARKET
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* Gross Tonne Kilometres is a measure that
represents the total weight of goods transported
multiplied by the total distance travelled.

The Interstate network division has two
primary objectives:

®  Maintain growth in the already strong
East West market

®  Achieve a major increase in market
share with strong growth in the North
South (Melbourne-Brisbane) market

The East West market continued to
perform well given the strong economic
growth in Western Australia and returned
to a market share of land transport in
excess of 80%.

Increased minerals traffic in South
Australia is a welcome challenge and a
further growth opportunity in this market.

We expect a significant increase in the
growth as we bring a number of new
projects online in 2012-13.



CAPTURING
INVESTMENT
BENEFITS
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LD ON THE SYDNEY ME#ROPOLITAN RAIL NETWORK

2011-12 has seen the completion of substantial
investment in Interstate network infrastructure. This
will provide the platform of capacity and reliability to
allow growth targets to be met. A prime focus has been
to complete these projects effectively and efficiently.

Planning on how to deliver the reliability our customers
require and to exploit the opportunities afforded by

the upgraded infrastructure has required a change

in thinking, from building to operating, with a more
dedicated focus on customer needs.

The Interstate network division has also reviewed
its maintenance arrangements in the light of
significantly changed infrastructure which will
change the focus of maintenance delivery to that of
maintaining reliability.

In the meantime, ARTC is working closely with

supply chain participants to achieve key objectives of
reliability, transit time and capacity to meet continuing
interest in a shift to increased rail.
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MELBOURNE

TO SYDNEY

HHTTLLIYIILS7 /777070 74977777774

Recognising that operational
limitations from fouled

ballast conditions on the
Sydney-Melbourne line

clearly impacts on achieving

the business objectives, the
Interstate network division has
developed and started delivering
a Ballast Rehabilitation Program
valued at $134 million.

Whilst funded over five years,
the majority of the program
will be completed in the first
18 months. This will achieve
a significant improvement by

eliminating operating restric-
tions and impacts on customers.

Independently of the Ballast

Rehabilitation Program, the

Australian Transport Safety -
Bureau (ATSB) were asked

by the Federal Government

to undertake a systemic

investigation of rail operations

on this line.

ARTC is fully co-operating

with the investigation and is
awaiting the release of the final
report into the matter.

PROJECT DELIVERY

HHTTLLIYIILS7 /777070 74977777774

Key projects this year that
led to better reliability and
growth were:

®  Re-railing between Albury
and Geelong to allow the
operation of 25 tonne axle
load trains.

®  The substantial completion
of the concrete sleeper
program between Broken
Hill and Parkes in New South
Wales effectively completing

concrete resleepering over
the entire Interstate network.

®  Commissioning of three
bi-directional passing
lanes at Picton, Glenlee
and Menangle Park south
of Sydney to provide
operational flexibility.

®  New crossing loops were
commissioned at Callington
and Bordertown for the East
West traffic.
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Unlocking freight capacity
in the Sydney Metropolitan
Freight Network (MFN)

The Interstate network will present the greatest challenge to road
freight yet with the completion of a series of projects in the next
financial year that will unlock capacity, reduce transit time and provide
amore reliable transit through the Sydney metropolitan rail network.

Inearly 2013 the 36 km Southern Sydney Freight Line will open,
allowing freight trains to avoid the congested RailCorp main
southern line, allowing freight trains a dedicated freight route
between Macarthur and Sefton Park Junction, and for the first time,
eliminate peak-period freight curfews.

THE SOUTHERN SYDNEY FREIGHT LINE WILL BOOST

RELIABILITY, OPEN UP ADDITIONAL ARRIVAL AND

DEPARTURE TIMES FOR FREIGHT SERVICES AND

INCREASE THE NUMBER OF FREIGHT SERVICES ABLE T0
SCHEDULED ON THAT ROUTE.

Connecting directly from the Southern Sydney Freight Line, is the
Sydney Metropolitan Freight Network (MFN).*

The $172 million Port Botany rail line upgrade, being delivered as
part of the MFN project, is already substantially implemented with
completion on track for 2014. Centralised control from ARTC’s
Network Control Centre South will provide for seamless control

of trains between ARTC’s Melbourne-Sydney line, Port Botany,
Chullora, and future terminals at Enfield and Moorebank. Upgraded
track and signalling will provide a major boost to capacity to and
from Port Botany to cater for increases in port rail volumes.

These projects, along with the completion of the Hexham Loop as
the first stage of the Northern Sydney Freight Corridor upgrade and
the substantial completion of the ballast works between Melbourne
and Sydney by the end of 2012-13, will position the Interstate network
front and centre for our nation’s biggest producers and manufacturers.

* Transferred to ARTC control in August 2012.
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ARTC TAKE UP OF THE
METROPOLITAN FREIGHT NETWORK

Objective: Integration of metropolitan
freight network with the SSFL and ARTC’s
main Sydney-Melbourne rail line.

Benefits: Rail operators only need to
interface with one network control for their
journey from Melbourne and southern NSW

to Chullora and Port Botany.

Status: Effective August 2012.

$134 MILLION BALLAST
REHABILITATION PROGRAM

Objective: Restore normal speeds on the
track between Melbourne and Sydney.

Status: On track for the majority to be
completed by mid 2013.

L

$172 MILLION PORT BOTANY
RAIL LINE PROJECT

Objective: Improve capacity and efficiency
of the MFN and the Port Botany rail line to
support increasing volumes on rail.

Benefits: Centralised network control
from ARTC’s Network Control Centre
South, with capacity for 36 freight trains
per direction per day to/from Port Botany.

Status: Stage 1 complete; Stage 2 on
track to be completed in mid 2014.

STBILLION SSFL

Objective: Create a dedicated freight line
to separate freight from passenger services.

Benefits: Freight train peak period
curfew eliminated with resulting reliability
improvements and additional train arrival/
departure opportunities.

Status:
On track for completion in early 2013.

S1.1 BILLION NORTHERN SYDNEY
FREIGHT CORRIDOR UPGRADE

(Joint funded between the Federal and
NSW Governments and delivered by the
NSW Government and ARTC):

Objective: Improved capacity between
Sydney and Newcastle to support growth
on rail and complement ARTC’s $2.5 billion
investment in the Melbourne-Sydney-
Brisbane corridor.

Status: Hexham Loop (delivered by
ARTC) completed June 2012. Remainder of
projects due for completion by mid 2016.

INTERSTATE



HUNTER VALLEY

NETWORK

Capital investment in the Hunter Valley network

377

2011-12 financial year total tonnages were
in the order of 130 million tonnes,

an increase of over 11% on the

previous period.

With new rail infrastructure being
commissioned during the year, industry I
has taken advantage of the increased
capacity provided by ARTC with
April 2012 recording a record
annualised rate of 147mtpa.
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HUNTER VALLEY 4 =
COAL CHAIN e
C0-ORDINATOR |
(HVCCC)

VS/IILLIYIS /7900077070 707777/

The HVCCC, established by industry
participants to co-ordinate planning and
operation of the coal chain, has entered
its third year of operation. Long term
staffing arrangements and provision of
IT, modelling, planning and monitoring
systems are now fully established and the
HVCCC has recently occupied a purpose
designed facility adjacent to ARTC
network control.

With coal chain demand forecast to
reach volumes of over 200 million
tonnes per annum by 2014, planning and
review of daily operations in a high train
environment has commenced.

During June 2012, Phase 1 of the
Integrated Live Run Team commenced
operation. This co-located team consists
of representatives from the ARTC, Port
Waratah Coal Services, HVCCC and rail
operators. The team works together to
address operational issues along any part
of the coal chain to minimise disruptions
and provides feedback to industry on how
the system is functioning.




>
[WN)
—
=
—
[=4
[SN)
=
=
s}
=
z
=
<
=
=
-
[='4
o
(=9

ASSET
MAINTENANCE

W/ /7/770077777777:

Under the Hunter Valley Access
Undertaking (HVAU), ARTC’s operation of
the coal chain is permitted to account for

a small amount of unplanned operational
losses as a result of operational percentage
of incidents.

Maintenance crews continued to maintain
stable track quality and performance.
Extensive ballast cleaning, resurfacing and
rail grinding and the continuation of concrete
resleepering between Murulla and Dartbrook
have all contributed to this outcome.

In 2011-12 unplanned operational losses
as a result of ARTC activities represented
around 1 % of the planned tonnes or
around 1.3 million tonnes. This was within
agreed target levels.

In conjunction with other service
providers, ARTC has continued to

review methodologies and practices

for maintaining the track in an access
constrained environment. As part of the
restructure of the Hunter Valley division,
the opportunity has been taken to establish
a team of engineers to develop more
predictive systems, including the use of
train borne systems, to reduce the need for
track access. This follows on from the work
last year to establish the “200+ Project™.




MAJOR
PROJECTS

SIS/ 1070007077077/

ARTC has again worked with industry

to refine its Corridor Capacity Strategy
to identify projects needed to maintain
rail capacity ahead of demand. ARTC has
included in the rail projects which will

be needed to support the development
of the fourth coal terminal at Newcastle
(T4). ARTC has commenced the planning
and development of the T4 related
projects which will be submitted to the
industry for agreement.

Furthermore, work was well advanced
on the Maitland to Minimbah third

road and the project remains on target
to commission by the end of 2012. The
Nundah Bank project is also on time and
will commission by November 2012.

Other projects completed in the year
include two passing loops on the Ulan line
at Bengalla and Wilpinjong and three loops
on the Gunnedah Basin line at Koolbury,
Bells Gate and Burilda.

In addition to works identified in the
Corridor Capacity Strategy, ARTC has

also commenced planning a series of
infrastructure projects designed to reduce
operational congestion on the network.
These were identified by the HYCCC and
are the first projects requested by a third
party in accordance with the Hunter Valley
Access Undertaking.
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CORPORATE
RESPONSIBILITY



OUR
PEOPLE

YL/ IP000/0700/07777/

ARTC is proud of its committed, skilled and
innovative workforce who work hard to
help us meet our corporate objectives and
support our values of customer service,
safety, continuous improvement, integrity
and open and honest communication with
all stakeholders.

executives undertook a series of
workshops across ARTC’s work locations
which involved the majority of ARTC’s
employees. The aim was to work towards
engaging our people in the corporate
vision, objectives, challenges and to better
understand the major issues impacting
across all levels and work responsibilities.
The feedback received following the
workshops was extremely positive and
the CEO workshop series will become a
regular ARTC event.

In response to a need to ensure our people
have clear and measurable indicators of
success we undertook a review of ARTC’s
performance management system.

ARTC RECOGNISES THE LINK BETWEEN AN
ENGAGED AND MOTIVATED WORKFORCE
AND A HIGHLY SUCCESSFUL COMPANY.

The system was improved to include a greater
focus on the identification and assessment

Thatis why as part of the restructure in
early 2011, a much greater focus on our
people and culture was supported by the
strengthening of our People, Culture and
Development team.

In the first half of the financial year,
the Chief Executive Officer and senior

OUR
CULTURE

I/ 1/70 700007040777/

During the year ARTC undertook a number
of initiatives to assist in the development
of our work culture. Of particular note was
a major work health and safety campaign
which was designed to include the family

of the behavioural characteristics expected
of ARTC’s employees.

This includes, for example, the required
demonstrated behaviours of managersin
terms of how they relate to and encourage
their team members to deliver on work
outcomes, and the expected interaction of
individual teams and how they work as a
group on a day-to-day basis.

members of our employees. This included

a children’s colouring-in competition with

a safety theme and safety calendars sent

to employees’ homes. Relatively simple
initiatives, but feedback strongly indicated
that families are now much more aware that
work safety is a shared responsibility that
needs to be reinforced at home and at work.

An employee safety blog was also launched
to help encourage free discussion about
safety issues and ideas and an awareness
campaign around fatigue was also
successfully implemented.
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MARK CONSTABLE, TRAIN CONTROLLER AT'THE ADELAIDE NETWORK CONTROL CENTRE

VI /000000777/

DEVELOPING
OUR PEOPLE

WI/IIPP777/700777/

ARTC is committed to providing our people with
the skills and development opportunities that
assists them in achieving their work objectives.

To complement the focus on succession planning,
ARTC has continued to offer development courses
at front-line management, middle management
and senior management levels to improve the
Company’s management capabilities. These
courses have been designed to specifically meet
the requirements of ARTC, equipping our future
ARTC leaders with the skills and knowledge
required to take on additional work challenges.

To enhance entry into network controller positions
for trainees, a new network controller curriculum
was developed and rolled out as a pilot in the



Broadmeadow train control centre. The new
curriculum incorporates off the job training with
blocks of on the job learning. This approach
reinforces classroom training by working on the
job with qualified controllers in real network
operating situations. The revised material
includes interactive DVDs which have been
particularly useful for controllers who have been
recruited from outside of the industry.

Other curriculum development in 2011-12
included the Engineering Code of Practice
refresher training and updates to safeworking and
protection officer training.

Extensive training has also been undertaken
by infrastructure maintenance employees in
the areas of track, safeworking and mechanical
signalling and by signal electrical employees,
including a Certificate IV in rail signalling for
apprentices and graduate certificate in rail
signalling for signal engineers.

ARTC, in collaboration with RailCorp, made
significant progress towards the development of a

l
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national contractor rail safety worker competence
assurance regime during the year. The regime has
been designed to address worker competency
requirements relevant to below rail activities, and
includes track and civil, plant and equipment,
safeworking, structures and network control. The
national rail safety worker competency regime
will cover all below rail safety workers and it is
proposed, over time, that it will be adopted by all
accredited track owners.

ARTC views industrial relations as a critical
business activity to be managed in order to deliver
successful business outcomes. As such, ARTC
continued to have a close focus on its industrial
relations strategies over the past twelve

months. Where changing circumstances required
operational refinements and improvements,
constructive and good faith consultation with
relevant stakeholders formed a critical and
important part of the business development
process. ARTC commenced negotiations with
unions and other employee representatives

in March 2012 to replace the ARTC (NSW)
Enterprise Agreement 2009.*

* Fair Work Australia has approved the ARTC (NSW) Enterprise
Agreement in August 2012 and it is now operational.




OUR SAFETY GOAL

HYIIIL/IIISILL/PP0S 0/ //970 00/ 707000/707777

T NO-ONE IS HARMED AT
RK OR ON OUR NETWORK.

HYIIIL/IIISILL/PP0S 0/ //970 00/ 707000/707777

Injury Frequency Rates*

Lost Time Injury  Medically Treated Injury

1July 2010 — 30 June 2011 573 14.32

1July 2011 — 30 June 2012 4.06 1754

* Number of injuries for every one million hours worked.

Safety Management System (SMS)

The Safety Management System Enhancement Project began with the aim of
creating a more comprehensive safety management system for ARTC. The objective
of the SMS is to produce an effective and compliant safety management system
that is easily understood, easily maintained and user-friendly and this will be
implemented in early 2012-13.

ARTC'S NEW SMS:

®  Fase of access and implementation by employees, contractors and stakeholders.

®  Competencies being linked to processes enable improved workforce planning.

®  Pputting ARTC at the forefront of best practice and providing the impetus for further
continuous improvement in business process efficiency, effectiveness and compliance.
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ENVIRONMENTAL
RESPONSIBILITY

HI/LIYALLLIYSSL/ /Y7071 /70 0077700077777 4777 7

ARTC manages environmental
risks in all our activities and
achieves environmental
management measures within
our licences. This is detailed
within the ARTC Environmental
Management System which

is undergoing continual
development and improvement.

In New South Wales, ARTC is
continuing to develop pollution
reduction programs under its
Environmental Protection Licence. In
2011-12 these focused on developing
and carrying out a monitoring
program to measure particulate
emissions from coal trains at two
locations in the Hunter Valley.

In South Australia, ARTC is con-
tinuing to complete environmental
improvement programs under its
Environmental Protection Licence.

OUR OBJECTIVE IS A NEUTRAL OR

BENEFICIAL OUTCOME FOR THREATENED -
SPECIES AND ENDANGERED ECOLOGICAL
COMMUNITIES POTENTIALLY IMPACTED

BY OUR ACTIVITIES.

This is achieved through activities
such as participation in the New
South Wales Biobanking Scheme
and habitat restoration with the
installation of nest boxes to provide
shelter, promote breeding and give
protection for many native species.

ARTC are active in noise
management including the
continuation of noise monitoring at
two locations on the ARTC Network;
Heathfield, South Australia and
Metford, New South Wales.




COMMUNITY
INVOLVEMENT

JI//IL//P00/70700 7077/

ARTC has an increasing awareness of the
role we play in the community. The record
investment in rail freight has meant we
are growing the network at a rate not ever
seen before.

The benefits to the community of growing
our capacity to move freight by rail cannot
be underestimated. Fewer trucks on the
roads means fewer emissions and a safer
journey on our nation’s highways and
metropolitan roads.

Yet we also recognise the impacts that
growing our network to help drive the shift
from road to rail has on communities. That
is why, over the last year, we have focused
our efforts on better engaging with the
community who live alongside the railway
and are affected by our projects.

Of particular focus has been our
relationships with communities in the
Hunter Valley, as we work to grow the coal
rail network for our customers.

Key projects like the Hunter 8 Alliance’s
Minimbah to Muswellbrook third track has
involved extensive community engagement
in order to help manage the impact that

the construction of the project has on the
community. The Alliance has worked hard to
ensure a high level of consultation; holding
community forums, notifying residents of
project activities and visiting residents to
discuss issues, questions or complaints. The
Alliance has a dedicated 1800 community
line, a project website and distributes
external newsletters on a quarterly basis to
around 800 stakeholders.

So far during the life of the project,
barbeque fundraisers have supported two
schools and a pre-school with the supply
of equipment,as well as support for the
Kidney Car Rally.

Also in the Hunter Valley, the annual social
club charity ball raised over $94,000 to
support the Miracle Babies foundation, an
organisation providing support to parents of
premature babies.

In the Adelaide Hills in South Australia,

we have been working hard to keep the
community informed during the planning
and construction of the Ambleside Crossing
Loop. As a result of engagement with the
community during the planning phase, a
number of important design changes were
made to minimise the project’s impact

on the area. The position of the track was
altered to avoid the construction of the
loop affecting a local heritage building

and an access track incorporated into the
design to provide for ongoing emergency
and maintenance access, which was of
particular concern to the community in this
high risk, bushfire-prone area.

THE CORPORATION TAKES GREAT
PRIDE IN BEING ABLE TO GENERATE
EMPLOYMENT IN REGIONAL
COMMUNITIES AS A RESULT OF THE
RECORD INVESTMENT IN THE NATION'S
‘REIGHT NETWORK.

Over the last financial year we have
created jobs in key regional areas as a
result of major upgrade projects. Over the
2012-13 year we look forward to continuing
this support of local economies and
communities and are aiming to develop
ways we can add value to country areas
even more.
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CORPORATE
GOVERNANCE

L

The ARTC Board currently has
seven members. The Board

is chaired by an independent
non executive Director and
the roles of the Chairman and

Managing Director are separate.

The Managing Director is the
only executive Director on
the Board and all of the other
Directors are independent
non executive Directors.

In line with the newly revised
GBE requirements, ARTC has

conducted a review of the Board.

The outcomes of the evaluation
are currently being reviewed by
the Chairman and members of
the Board.

ASX Principles of Good Corporate
Governance

For maximum transparency, ARTC’s system of
corporate governance reflects the eight principles
enunciated in the ASX Corporate Governance Council
‘Principles of good corporate governance and best
practice recommendations’:

Principle 1: Lay solid foundations for management
and oversight

ARTC recognises the respective roles and
responsibilities of the Board and Management through
publication of formal delegations and a schedule of
matters reserved to the Board. This enables the Board
to provide strategic guidance for the company and
effective oversight of Management. It also clarifies the
respective roles and responsibilities of Board members
and senior executives in order to facilitate Board and
Management accountability to both the company and
its shareholders.

The major powers the Board has reserved for itself are:

A. Annual business plan and budget.

B.  Strategic plan for the company.

C. Allexpenditure and property transaction
contracts greater than $5 million not subject to a
specific Board approval.

D. Access Agreements that do not comply with
the Board agreed pricing and access principles
and policies.

E.  Employment contracts for the Chief Executive
Officer and direct reports.

F. Parameters for Workplace Enterprise Agreements.

Senior Executive variable reward scheme.

H.  The framework for the Rail Access Agreement.

@



I, Leaseexpenditure commitments in excess of
$5 million (Net present value) or in excess of
5 years duration.

To assist in the discharge of its
responsibilities, the Board has established the
following Board Committees:

Audit and Compliance

People, Policy and Remuneration
Environment, Health and Safety

Risk

Whole Board for Succession Planning.

Principle 2: Structure the Board to add value

The Board’s size and composition is subject to lim-
itsimposed by ARTC’s constitution, which provides
for a minimum of three Directors and a maximum
eight Directors. The Board currently comprises six
non executive Directors and one Executive Director.
The Managing Director is the Executive Director
and Chief Executive Officer of ARTC.

The Directors of ARTC are listed with a brief
description of their qualifications and experience
on pages 46 to 48 of this Annual Report.

Principle 3: Promote ethical and responsible
decision making

ARTC has a formal Code of Conduct which

states the high standards expected of the

Board, management, staff and contractors and
sets out a number of overarching principles of
ethical behaviour. These include acting honestly
and with integrity, respecting confidentiality,
managing conflicts of interest and the process for
investigating breaches of the Code.

Principle 4: Safeguard integrity in
financial reporting

The Board has established an Audit and
Compliance Committee. Its primary function is
to assist the Board in fulfilling its responsibilities
for corporate governance, probity, due diligence,
effectiveness of internal control, management of
financial risks and financial reporting.

Under its Charter, the Committee must have at
least three non executive directors appointed by

the Board, one of whom will act as Committee
Chairman and the Committee is to meet at least
six times each year and as may otherwise be
determined by the Committee Chairman.

The Chief Executive Officer, Chief Financial
Officer, selected senior management and

external and internal auditors attend Committee
meetings. The Company Secretary is the secretary
to the Committee.

Principle 5: Make timely and
balanced disclosure

ARTC is a wholly-owned Commonwealth
company and complies with the Commonwealth
Government Business Enterprise Governance and
Oversight Guidelines, including the development
of an annual Corporate Plan, the publication of an
annual Statement of Corporate Intent and regular
Shareholder liaison, including formal quarterly
Shareholder meetings. The company provides
regular updates to the external independent
credit rating agency as well as to its bankers and
bond holders.

Principle 6: Respect the rights of shareholders

ARTC recognises, upholds and facilitates
the effective exercise of the rights of the
single shareholder, the Commonwealth of
Australia. In this regard, the company is
subject to the Commonwealth Authorities
and Companies legislation in addition to the
Corporations Act.

Principle 7: Recognise and manage risk

ARTC has established a sound system of risk
management, recognising that every business
decision has an element of uncertainty and carries
a risk that can be managed through effective
oversight and internal control.

Principle 8: Remunerate fairly and responsibly

The Board, through the People, Policy and
Remuneration Committee, ensures that
the level and composition of remuneration
is sufficient and reasonable and that its
relationship to corporate and individual
performance is defined.




FROM LEFT TO RIGHT:

Barry Cotter, Gillian Brown,
John Fullerton, John Robert
Caldon, Lynelle Briggs, Lucio
Di Bartolomeo, Pamela Catty

DIRECTORS’
REPORT

W/I/ILII /1900700077007

The Board of Directors of the Australian

Rail Track Corporation Ltd (ARTC) has
pleasure in submitting the Directors’
Report in respect of the year ended

30 June 2012.

Directors

The following persons were Directors of
ARTC during the whole of the financial year
and up to the date of this report unless
otherwise stated:

JCaldon

L Di Bartolomeo

L Briggs (commenced 10 November 2011)
G Brown

P Catty

B Cotter

J Fullerton (CEO and Managing Director)
G Walters (ceased 15 August 2011)



Qualifications, experience and
special responsibilities

John Robert Caldon

MA (non executive Chairman)

J Caldon joined the Board as non executive
Chairman in January 2010. He has over

40 years experience in the accounting,

finance and infrastructure industries having
held positions including Partner with
PricewaterhouseCoopers; Deputy Managing
Director and Head of Corporate Finance at
Macquarie Bank; Chairman of Rail Services
Australia; and President of the Australian
Council for Infrastructure Development. He also
serves as Chairman of the People, Policy and
Remuneration Committee; the Risk Committee;
and the Committee of the Whole Board for
Succession Planning and as a member of the
ARTC Audit and Compliance Committee.

Lucio Di Bartolomeo
B.E. (civil), M Eng Sc, FAIM, FCILTA, MIEA
(non executive Director)

L Di Bartolomeo joined the Board in June 2007.
Mr Di Bartolomeo is a professional Director and
currently Chairman of Macquarie Generation
and non executive Director of Downer EDI

and Australian Super Pty Ltd and is National
President of Australian Industry Group. Prior to
this he was Managing Director of ADI Limited
and FreightCorp. Mr Di Bartolomeo has worked
in the rail industry for many years both locally
and overseas. He is also Chairman of the ARTC
Environment, Health and Safety Committee.

Lynelle Briggs
BEcon. (non executive Director)

L Briggs joined the Board as a non executive
director in November 2011. Ms Briggs has held




numerous positions within the Australian public
service. Ms Briggs joined the Department of
Transport and Regional Services as Deputy
Secretary in 2001 and had responsibility for
oversighting rail and road transport, territories,
maritime, wider infrastructure policy such as
Auslink, transport planning, local government
and the portfolio’s budget and information
technology. Ms Briggs was appointed to the
role of Australian Public Service Commissioner
from 2004 until 2009. Ms Briggs was also Chief
Executive Officer of Medicare from 2009 to
2011. Ms Briggs serves as a member of the ARTC
Environment, Health and Safety Committee.

Gillian Brown
LLB (Hons) GradDipAppFin&Invest
(non executive Director)

G Brown joined the Board as a non executive
directorin June 2010. Ms Brown is a lawyer with
25 years experience in finance, infrastructure,
energy and resources and debt capital markets
transactions. Ms Brown is former chairman of
Minter Ellison Lawyers and is a board member
of Queensland Treasury Corporation. Ms

Brown serves as a chair of the ARTC Audit and
Compliance Committee and is a member of the
Environment, Health and Safety Committee.

Pamela Catty

(non executive Director)

P Catty joined the Board as a non executive
director in March 2011. Ms Catty is an executive
mentor and coach with previous executive
leadership roles in the public and private sectors
of some 20 years. Ms Catty has experience as
ajournalistin the UK and Bermuda, adviser to
State and Federal Government Ministers, has
held roles such as Executive General Manager
of Corporate Affairs at Ansett Australia and
executive leadership roles at the National
Australia Bank and Coles Myer Ltd. Sheis a
graduate of the Australian Institute of Company
Directors and of the Institute of Executive
Coaching. Ms Catty is currently Deputy Chairman
of Tourism Victoria, a Director of Circus Oz and
Campbell Page and is a member of the ARTC
Audit and Compliance Committee.

Barry Cotter

LLB (non executive Director)

B Cotter joined the Board as a non executive
director in March 2011. Mr Cotter has previously
been a director of Commonwealth Funds
Management and a Trustee of the Superannuation
Fund Investment Trust. He is currently a director
of his own manufacturing and mining services
company. Mr Cotter is also a member of the ARTC
People, Policy and Remuneration Committee.

John Fullerton
Bachelor Technology (Eng), MAICD
(CEO and Executive Director)

J Fullerton is the Chief Executive Officer and
Managing Director of ARTC, appointed in
February 2011. Prior to this appointment, Mr
Fullerton was the Chief Executive Officer of
Freightlink, the Chairman of Rail CRC Pty Ltd
and a Director of Tasmanian Railway Pty Ltd. Mr
Fullerton has held a range of positions in the rail
industry including; Chief Operating Officer of the
National Rail Corporation and Divisional General
Manager (Operations) at Pacific National. Mr
Fullerton is a member of the ARTC Audit and
Compliance, Environment Health and Safety and
People, Policy and Remuneration Committees.

Graham Douglas Walters
AM, FCA (non executive Director)

G Walters was a member of the Board from
August 2004 to August 2011. Mr Walters is a
professional Director, non executive Chairman

of Westpac SA and Director of Bio Innovation SA
and Gerard Lighting Group Ltd amongst other
organisations and is a Fellow of the Institute of
Chartered Accountants. Mr Walters also served as
the Chairman of the ARTC Audit and Compliance
Committee to 15 August 2011.

Gavin Carney
BA, LLM, GradDip ACG (Company Secretary)

G Carney was appointed company secretary in
2009. Mr Carney joined ARTC in 2007 and is also
the General Counsel.



Meetings of Directors

The number of meetings of the Group’s Board of Directors and of each Board Committee held during the
year ended 30 June 2012, and the numbers of meetings attended by each Director were:

Environment People,
Audit & Health Policy &
Full meetings Compliance & Safety Remuneration
of Directors Committee Committee Committee
A B A B A B A B

JCaldon 10 10 5 5 - - 2 2
L Di Bartolomeo 9 10 - - 4 4 - -
L Briggs 6 6 - - 1 2 - -
G Brown 10 10 5 5 3 4 1 1
P Catty 10 10 5 5 - - 2 2
B Cotter 10 10 - - - - 2 2 -
J Fullerton 10 10 5 5 4 4 2 2
G Walters 1 1 1 1 - - 1 1
A= Number of Audit & Compliance
meetings attended

® GBrown*
B = Number of meet- ® JCaldon
ings held during the ® P C(Catty
time the Director held ® JFullerton
office or was a member ® G Walters (served on the committee to 15 August 2011)

of the committee during

the year .
Environment Health & Safety
Members acting on ® | DiBartolomeo*
the Commiittees of ® | Briggs (appointed to the committee in March 2012)
the Board during the ® GBrown
year were: ® JFullerton

People, Policy & Remuneration
® JCaldon*

® B C(Cotter

® JFullerton

(* denotes chairman)




Dividends

There was no dividend provided for or paid
in the current year by the Group (the Group
comprises Australian Rail Track Corporation
Ltd, ARTC Services Company Pty Ltd and
the Standard Gauge Company Pty Ltd),
(2011: $nil).

Principal activities

The principal activities of the Group during
the year were the provision of rail access and
infrastructure management of rail networks,
either owned or leased by ARTC.

Review of operations

The review of operations of the Group is
contained in the Chief Executive Officer
and Chairman’s Report.

Significant changes in the
state of affairs

During July 2011, the Group received an
equity injection of $409.3m in relation
to the Nation Building Rail Investment
initiative announced in the 2010
Commonwealth Budget.

As a part of the take up of the NSW Lease
ARTC managed the Country Regional
Network on a commission fee basis. On
16 December 2010 the Country Regional
Infrastructure Authority (CRIA) formally
advised ARTC of their intention to
terminate the Country Regional Network
Management Agreement (CRNMA). The
termination date occurred at midnight on
14 January 2012.

On the 30th of June 2011 the ARTC Services
Company a 100% owned subsidiary of
ARTC ceased to trade and all employees and
activities were transferred into ARTC.

There were no other significant changes in
the state of affairs.

Significant events after the
balance date

Equity injection

The Group received in July 2012 an equity injection
of $116.7m from the Commonwealth Government
as per its announcement in the 2010 Federal
Budget to invest further equity in ARTC to build

on existing investment strategies and deliver
productivity benefits to the overall economy
through investment in transport infrastructure.

Likely developments and expected
results of operations

Likely developments and the expected results
of operations of ARTC are contained in the Chief
Executive Officer and Chairman’s Report.

Environmental regulation

ARTC holds licences from both the Environmental
Protection Authority of South Australia and the
Environmental Protection Authority of NSW. In
South Australia, the licence is held under Part

6 of the Environmental Protection Act, 1993 to
undertake the activity of a “Railway System”. The
licence is due to expire on 31 January 2013 and

an application for renewal will be lodged at that
time. In New South Wales, the licence is held under
Section 55 of the Protection of the Environment
Operations Act 1997 to undertake “Railway
Activities”. The licence expires on 5 September
2012 and an application for renewal will be lodged
prior to expiration. To date, ARTC has complied
with the requirements of both licence agreements.
Other than in South Australia and New South
Wales, ARTC is not required to be licensed.

Rounding of Amounts

The financial report is presented in Australian
dollars and all values are rounded to the nearest
thousand dollars ($’000) unless otherwise stated
under the option available to the Group under
ASIC Class order 98/100. The Group is an entity
to which the class order applies.



|ndemnmCUti0n Of OfﬁcerS and the insurer prohibits ARTC from
disclosing such information.
During the reporting period, ARTC had
in place insurance cover in respect of No known liability has arisen under the insurance
liabilities arising from the performance of contract as at the date of this report.
the Directors and Officers of the Group.

The disclosure of the premium paid N0n AUd|t SerViCES

under section 300(8) (b) of the

Corporations Act is not shown as the Non Audit services can be found in note 33 of the
insurance contract between ARTC Financial Statements.

Independence of Auditors

The Directors received the following declaration from the Group’s auditor:

Australian Rail Track Corporation Ltd Financial Report 2011-12
Auditor’s Independence Declaration

In relation to my audit of the financial report of Australian Rail Track Corporation Ltd consolidated entity -
for the year ended 30 June 2012, to the best of my knowledge and belief, there have been:

(i) no contraventions of the auditor independence requirements of the Corporations Act 2001; and
(i) no contravention of any applicable code of professional conduct.

Australian National Audit Office

: John McCullough

Executive Director
Delegate of the Auditor - General
Signed in Newcastle on the 30th of August 2012

Signed in accordance of a resolution of the Directors:

J Caldon llerton
Director ector
Signed in Newcastle on the 30th of August 2012 Signed in Newcastle on the 30th of August 2012
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Consolidated income statement
For the year ended 30 June 2012

Consolidated
30 June 30 June
2012 2011
Notes $’000 $'000
Revenue from continuing operations 4 640,358 629,257
Other income from continuing operations 4 49,771 55,647
Total revenue and other income from
continuing operations 4 690,129 684,904
Employee benefits expense (122,208) (120,831)
Human resources & training (4,240) (4,030)
Minor equipment/Service agreements (5,222) (4,319)
Property & related costs (7,484) (6,858)
Train control communications (9,489) (8,965)
Communications expenses (3,040) (3,223)
Motor vehicle expenses (7,206) (7,307)
Legal fees (1,883) (1,581)
Insurance & accreditation (8,349) (7,874)
Travel & accommodation (4,467) (4,639) -
Operating lease expense (2,963) (4,137)
Project and development expenses (3,043) (2,812)
Infrastructure maintenance (189,560) (229,107)
Incident costs (28,763) (31,295)
Depreciation and amortisation expense 5 (137,566) (95,163)
Recognition of impairment loss 1(0)(i),16(c) (290,206) (434,235)
Loss on sale of fixed assets (5,894) (1,253)
Other expenses (5,589) (4,592)
Expenses, excluding net finance costs (837,172) (972,221)
Results from operating activities (147,043) (287,317)
Net finance costs 5 (18,527) (11,756)
(Loss) before income tax (165,570) (299,073)
Income tax (expense)/benefit 6 (54,357) 249,435
(Loss) for the year (219,927) (49,638)
(Loss) is attributable to:
Equity holders of Australian Rail Track Corporation Ltd (219,927) (49,638)

The above consolidated income statement should be read in conjunction with the accompanying notes.




Consolidated statement of comprehensive income
For the year ended 30 June 2012

(Loss)/Profit for the year

Other comprehensive income
Cash flow hedge charged to equity - interest rate swap
Net changes in fair value of cashflow hedges

transferred to profit and loss
Cash flow hedge charged to equity - foreign exchange
Actuarial (losses)/gains on defined benefit fund obligations
Income tax effect on defined benefit fund obligations
Revaluation of property, plant and equipment
Income tax effect relating to asset revaluation reserve
Reversal of revaluation adjustment property, plant and equipment
Other comprehensive income for the year, net of tax

Total comprehensive income for the year

Total comprehensive income for the year is attributable to:
Equity holders of Australian Rail Track Corporation Ltd

Consolidated
2012 2011
$'000 $'000
(219,927) (49,638)
(3,813) -
7 (13)
929 (7)
(5,041) 23
1,512 (7)
- 520,332
94,758 (153,793)
(311,874) -
(224,352) 366,535
(444,279) 316,897
(444,279) 316,897

The above consolidated statement of comprehensive income should be read in conjunction with the accompanying notes.




Balance sheet

As at 30 June 2012
Consolidated

2012 2011
ASSETS Notes $'000 $'000
Current assets
Cash and cash equivalents 7 45,924 123,627
Held to maturity investments 8 - 20,418
Trade and other receivables 9 102,870 144,821
Inventories 10 26,907 29,472
Alliance partner deposits 11 2,158 18,107
Other current assets 12 4,168 5,873
Derivative financial instruments 13 175 -
Current tax receivables 14 - 11,105
Total current assets 182,202 353,423
Non-current assets
Alliance partner deposits 15 9200 900
Property, plant and equipment 16 4,159,081 3,739,748
Deferred tax assets 17 348,415 397,228
Intangible assets 18 10,857 9,560
Total non-current assets 4,519,253 4,147,436
Total assets 4,701,455 4,500,859
LIABILITIES —
Current liabilities
Trade and other payables 19 157,893 192,155
Interest bearing liabilities 20 20,002 -
Provisions 21 57,269 51,660
Deferred income- government grants 22 17,331 12,479
Finance lease liability 23 233 209
Derivative financial instruments 13 33 11
Total current liabilities 252,761 256,514
Non-current liabilities
Interest bearing liabilities 24 498,927 200,000
Deferred income - government grants 25 415,582 392,947
Finance lease liability 26 392 625
Deferred tax liabilities 27 174,957 267,271
Provisions 28 4,236 4,409
Defined benefit plans 29 11,203 6,163
Derivative financial instruments 13 5,446 -
Total non-current liabilities 1,110,743 871,415
Total liabilities 1,363,504 1,127,929
Net assets 3,337,951 3,372,930
EQUITY
Contributed equity 30 2,391,526 1,982,226
Reserves 31(a) 878,927 1,103,735
Retained earnings 31(b) 67,498 286,969
Total equity 3,337,951 3,372,930

The above consolidated balance sheet should be read in conjunction with the accompanying notes.




Statement of changes in equity
For the year ended 30 June 2012

Attributable to owners of Australian Rail Track Corporation Ltd
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Consolidated Notes $'000 $'000 $'000 $'000 $'000 $'000
Balance at1 ]uly 2010 1,424,026 737,831 13 737,844 335,963 2,497,833
Total loss for the year as
reported in the 2011
financial statements - - - - (49,638) (49,638)
Cash flow hedges 31 - - (20) (20) - (20)
Actuarial gains/
(losses) on defined
benefit fund
obligations 31 - - - - 23 23
Income tax effect on
defined benefit fund
obligations 31 - - - - (7) (7)
Asset revaluation
reserve adjustment 31 - (628) - (628) 628 -
Asset revaluation
adjustment 2011 31 - 520,332 - 520,332 - 520,332
Income tax effect asset
revaluation reserve
adjustment - (153,793) - (153,793) - (153,793)
Total comprehensive
income for the year - 365,911 (20) 365,891 (48,994) 316,897

Contributions of equity

net of transaction

costs 30 558,200 - - - - 558,200
Balance at 30 June 2011 1,982,226 1,103,742 (7) 1,103,735 286,969 3,372,930




Consolidated

Balance at 1 July 2011

Total loss for the year
as reported in the
2012 financial
statements

Cash flow hedges

interest rate

swap 31
Cash flow hedges

foreign exchange 31
Actuarial gains/

(losses) on

defined benefit

fund obligations 31
Income tax effect of

defined benefit

fund obligations 31
Reverse asset

revaluation 31
Income tax effect

reversal asset

revaluation 31
Asset revaluation

reserve

adjustment 31
Income tax effect

asset revaluation

reserve

adjustment 31

Total comprehensive

income for the year

Contributions of
equity, net of
transaction costs
and tax

Balance at 30 June
2012

30

Notes

Attributable to members of Australian Rail Track Corporation Ltd
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$'000 $'000 $'000 $'000 $'000 $'000 $'000
1,982,226 1,103,742 (7) - 1,103,735 286,969 3,372,930
- - - - - (219,927) (219,927)
- - - (3,813) (3,813) - (3,813)
- - 106 - 106 - 106
- - - - - (5,041) (5,041)
- - - - - 1,512 1,512
- (311,874) - - (311,874) - (311,874)
- 93,562 - - 93,562 - 93,562
- (3,985) - - (3,985) 3,985 -
- 1,196 - - 1,196 - 1,196
- (221,101) 106 (3,813) (224,808) (219,471) (444,279)
409,300 - - - - - 409,300
2,391,526 882,641 99 (3,813) 878,927 67,498 3,337,951




Consolidated statement of cash flows
For the year ended 30 June 2012

Consolidated
2012 2011
Notes $'000 $'000
Cash flows from operating activities
Receipts from customers
(inclusive of goods and services tax) 837,517 696,593
Tripartite agreement income - 11,820
Inland rail study income - (61)
Payments to suppliers and employees
(inclusive of goods and services tax) (558,028) (531,167)
Tax received 11,105 7,450
Interest paid (52) (66)
290,542 184,569
Interest received 15,331 21,294
Net cash inflow (outflow) from operating activities 40 305,873 205,863
Cash flows from investing activities
Payments for property, plant and equipment 16 (1,158,035) (881,514)
Payments for intangibles computer software
and land rights 18 (2,879) (857)
Proceeds/(payments) for held-to-maturity investments 20,418 (20,418)
Proceeds from sale of property, plant and equipment 4,652 1,278
Net cash (outflow) inflow from investing activities (1,135,844) (901,511)
Cash flows from financing activities
Government grant - other 52,651 88,701
Proceeds from equity funding 30 409,300 558,200
Proceeds from loan facility 20,000 -
Repayment of loan facility - (60,000)
Receipt from bond issuance 298,927 200,000
Finance lease payments (209) (195)
Payments for transaction costs in relation to borrowings (28,401) (11,690)
Net cash inflow from financing activities 752,268 775,016
Net (decrease)/increase in cash and cash equivalents (77,703) 79,368
Cash and cash equivalents at the beginning of the
financial year 123,627 44,259
Cash and cash equivalents at end of year 7 45,924 123,627

The above consolidated statement of cash flows should be read in conjunction with the accompanying notes.




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

01.
02.
03.
04.
05.
06.
07.
08.
09.
10.
1.

12.
13.
14.
15.
16.
17.

18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.
36.
37.
38.
39.
40.
41.

Summary of significant accounting poliCies .............oooiiiii i 60
Financial risk management ... ... 70
Significant accounting estimates and judgements . .............ocoieiiiii i 71
L T R 78
BB e e 79
Income tax expense/ (benefit) ....... ... 80
Current assets - Cash and cash equivalentS . ............oooi oo 82
Current assets - Held to maturity iNVeStMENTS ...........ooiiriii e 82
Current assets - Trade and other receivables ............ooovviii i 83
CUrrent aSSELS - INVENIOIIES. . . . ..ottt ettt et e et et e et e e ee e enas 84
Current assets - Alliance partner depositS. ..........ovioriieiie e 84
Current aSSEtS - Other CUMTBNE ASSELS . ... ...ut ettt ettt et et 85
Derivative financial iNStrUMENTS. . ... e 85
Current assets - Current tax receivables. ..o 87
Non-current assets - Alliance partner depositS ............o.ovniiiiiii i 87
Non-current assets - Property, plant and equipment .............ooooiiiiiiiii e, 88
Non-current aSSets - Deferred taX ASSELS. ......ovv et o1
Non-current aSsets - INtangible OSSetS . .......ooee i 92
Current liabilities - Trade and other payables ... 03
Current liabilities - Interest bearing liabilities ... 93
Current liabilitieS - PrOVISIONS ... ...ttt 03
Current liabilities - Deferred income government grantS...............cooeveiiieiiieianann.. 95
Current liabilities - FINANCE IBASE. . .. ... e 95
Non-current liabilities - Interest bearing liabilities. ... 96
Non-current liabilities - Deferred income government grants ...............cooeveeeenieninnnn. 96
Non-current liabilities - FINANCEIBASE . . ........ooi e 06
Non-current liabilities - Deferred tax liabilities ... 97
Non-current liabilities - ProVISIONS. ..........ooeii e 97
Defined benefit PIaNS . ... 98
CONtHDULBd BQUILY. . ..ottt e 101
Other reserves and retdined BaMINGS . .......oueeneit e 103
Directors and Key Management Personnel disclosures ...............cooooieiiiiiiiiiiinn.. 104
Remuneration of QUAItOrS . ... ... i 105
CONEINGENCIES. . . .ottt et e e e e e e e e e e e 105
COMMIEMENTS .. ...ttt ettt ettt e et e e et e e e e e e e e 106
Related party diSCIOSUIES. . . ... e 108
SUBSIIANIES. . ..ot 108
ECONOMIC ABPENABNCY. . ... ettt ettt 109
Significant events after the balance date. ... 109
Reconciliation of profit after income tax to net cash inflow from operating activities. ............. 110
Parent Entity financialinformation ............. .. ... 1

59



Note 01

Summary of significant accounting policies

The principal accounting policies adopted in the
preparation of the financial report are set out
below. These policies have been consistently
applied to all the years presented, unless
otherwise stated. The financial report includes
financial statements for the consolidated entity
consisting of ARTC and its subsidiaries.

ARTC (the parent) is a company limited by shares
incorporated in Australia located off Sir Donald
Bradman Drive, Passenger Rail Terminal Rd, Mile
End, South Australia. The consolidated financial
statements of the Company as at and for the
year ended 30 June 2012 comprise the Company
and its subsidiaries together referred to as the
“Group”. The ultimate controlling entity of the
Group is the Commonwealth Government.

The financial report of ARTC for the year ended
30 June 2012 was authorised for issue in
accordance with a resolution of the Directors on
29 August 2012.

(a) Basis of preparation of
financial report for the year ended
30 June 2012

This general purpose financial report has

been prepared in accordance with Australian
Accounting Standards, the requirements of the
Corporations Act 2001 and other authoritative
pronouncements of the Australian Accounting
Standards Board. Australian Rail Track
Corporation Ltd is a for profit entity for the
purpose of preparing the financial statements.

The financial report is presented in Australian
dollars and all values are rounded to the nearest
thousand dollars ($’000) unless otherwise stated
under the option available to the Group under
ASIC Class order 98/100. The Group is an entity
to which the class order applies.

The financial report is prepared on a historical
cost basis except for certain classes of plant
and equipment, the defined benefit fund plan
liability and derivatives which are measured at
fair value.

(i) Compliance with IFRS

The financial report complies with Australian
Accounting Standards as issued by the Australian
Accounting Standards Board and International
Financial Report Standards (IFRS) as issued by
the International Accounting Standards Board.

(ii) New and amended standards adopted by
the Group

The following new standards and amendments to
standards are mandatory for the first time for the
financial year beginning 1 July 2011

® Revised AASB 124 Related Party Disclosures
and AASB 2009-12 Amendments to
Australian Accounting Standards (effective
from 1January 2011)

® AASB 2009-14 Amendments to Australian
Interpretation - Prepayments of a Minimum
Funding Requirement (effective from
1January 2011)

® AASB 2010-3 Amendments to Australian
Accounting Standards arising from the
Annual Improvements Project and AASB
2010-4 Further Amendments to Australian
Accounting Standards arising from the
Annual Improvements Project (effective from
1January 2011)

® AASB 2010-6 Amendments to Australian
Accounting Standards - Disclosures on
Transfers of Financial Assets (effective for
annual reporting periods beginning on or
after 1July 2011)

The adoption of these standards did not have any
material impact on the current period or any prior
period and is not likely to affect future periods.

(iii) Early adoption of standards

The Group has not elected to apply any
pronouncements before their operative date in
the annual reporting period beginning 1 July 2011.

(iv) Significant accounting estimates
and judgements
The preparation of financial statements in conform-



Note 01

Summary of significant accounting policies (continued)

ity with IFRS requires the use of certain critical
accounting estimates. It also requires management
to exercise its judgement in the process of applying
the Group’s accounting policies. The areas involving
a higher degree of judgement or complexity, or areas
where assumptions and estimates are significant to
the financial statements are disclosed in note 3.

(b New accounting standards
and interpretations

Certain new accounting standards and
interpretations have been published that are not
mandatory for 30 June 2012 reporting periods
and have not yet been applied in preparing these
consolidated financial statements. The Group’s
assessment of the impact of these new standards
and interpretations is that they are not expected
to have a significant effect on the consolidated
financial statements of the Group, except for AASB
9 Financial Instruments, which becomes mandatory
for the Group’s 2016 consolidated financial
statements and could change the classification and
measurement of financial assets. The Group has not
determined the extent of the impact and does not
intend to early adopt the standard.

(c) Parent entity financial information

The financial information for the parent entity,
Australian Rail Track Corporation Ltd, disclosed in
note 41 has been prepared on the same basis as
the consolidated financial statements.

(d) Principles of consolidation

(i) Subsidiaries

The consolidated financial statements
incorporate the assets and liabilities of all
entities controlled by the Australian Rail
Track Corporation Ltd (“company” or “parent
entity”) as at 30 June 2012 and the results of
the controlled entities for the year then ended.
Australian Rail Track Corporation Ltd and

its controlled entities are referred to in this
financial report as the “consolidated entity”

or “the Group”. The effects of all transactions
between entities in the consolidated entity are
eliminated in full.

Where control of an entity is obtained during
afinancial year, its results are included in the
Consolidated Income Statement from the date
on which control commences. Where control of
an entity ceases during a financial year, its results
are included for that part of the year during which
control existed.

Investments in subsidiaries are accounted for
at cost in the individual financial statements of
Australian Rail Track Corporation Ltd.

(e) Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable to the extent
itis probable the economic benefit will flow to the
Group and the revenue can be reliably measured.
Amounts disclosed as revenue are net of returns,
trade allowances, rebates and amounts collected
on behalf of third parties.

(i) Access revenue

Access revenue recorded in the Consolidated
Income Statement comprises amounts received
and receivable by the consolidated entity granting
operators access to the rail network during the year.

(ii) Interest Income

Interest income is recognised as interest accrues
using the effective interest method. Thisis a
method of calculating the amortised cost of a
financial asset and allocating the interest income
over the relevant period using the effective
interest rate, which is the rate that exactly
discounts estimated future cash receipts through
the expected life of the financial asset to the net
carrying amount of the financial asset.

(iii) Country Regional Network revenue

CRN revenue recorded in the Consolidated
Income Statement comprises amounts received
and receivable by the consolidated entity for the
recovery of expenditure on the CRN as per the




Note 01

Summary of significant accounting policies (continved)

CRN management agreement with the NSW
Government. The CRN management agreement
was terminated from 14 January 2012.

(f) Recoveries and expenses
associated with rail access
related incidents

Income attributable to insurance or other
recoveries arising from rail access related
incidents is only recognised where a contractual
agreement is in place and receipt of amounts
outstanding is virtually certain. Costs of
rectification are recognised when incurred.

Where the Group has suffered damage to its rail
network due to other parties, the recourse of
commercial negotiation and, if not successful,
legal proceedings are initiated, as appropriate.

Contingent liabilities and assets are reviewed
throughout the year and finalised at reporting
date for inclusion in the financial statements.
Inclusion of liabilities or assets relating to rail
access related incidents occurs where the Group
can reliably measure costs or recoveries.

(g) Government grants

Grants received from the government by the
Group fallinto two distinct categories and the
treatment for each is described below:

(i) Where the Grants have attached conditions
and/or are project specific, they are recognised at
their fair value and initially credited to Deferred
Income upon receipt, then recognised in the
Consolidated Income Statement over the period
necessary to match them with the costs that they
are intended to compensate.

(ii) Where those grants relate to expenditure
that is to be capitalised, they are credited

to the Consolidated Income Statement on a
straight line basis over the expected lives of the
related assets from the date of commissioning.
Grants that are related to expenditures that

are not to be capitalised, are credited to
the Consolidated Income Statement as the
relevant expense is incurred.

(h) Income tax

Current tax assets and liabilities for the current
and prior periods are measured at the amount
expected to be recovered from or paid to the
taxation authorities based on the current period’s
taxable income. The tax rates and tax laws used to
compute the amount are those that are enacted or
substantively enacted by the reporting date.

Deferred income tax is provided on all temporary
differences at the reporting date between the tax
bases of assets and liabilities and their carrying
amounts for financial reporting purposes.

Deferred income tax liabilities (DTLs) are
recognised for all taxable temporary differences.

Deferred income tax assets (DTAs) are recognised for
all deductible temporary differences, carry forward
of unused tax credits and unused tax losses, to the
extent thatitis probable that taxable profit will be
available against which the deductible temporary
differences and the carry forward of unused tax
credits and unused tax losses can be utilised.

Division 58 of the Income Tax Assessment Act
1997 (“Division 58), has entitled the consoli-
dated entity to value certain assets, for taxation
purposes, using pre-existing audited book values
or the notional written down values of the assets
as appropriate. This effectively means the tax
depreciable value of these rail infrastructure and
related assets significantly exceeds the carrying
value. Accordingly, Division 58 results in significant
deductible temporary differences and potential
DTAs. The carrying amount of DTAs is reviewed at
each reporting date and reduced to the extent that
it is no longer probable that sufficient taxable profit
will be available to allow all or part of the deferred
income tax asset to be utilised.

Unrecognised DTAs are reassessed at each
reporting date and are recognised to the extent



Note 01

Summary of significant accounting policies (continued)

that it has become probable that future taxable
profit will allow the DTA to be recovered.

DTAs and DTLs are measured at the tax rates that
are expected to apply to the year when the asset
is realised or the liability is settled, based on tax
rates (and tax laws) that have been enacted or
substantively enacted at the reporting date. DTAs
and DTLs are offset only if a legally enforceable right
exists to set off current tax assets against current tax
liabilities and the DTAs and DTLs relate to the same
taxable entity and the same taxation authority.

Tax consolidation legislation

Australian Rail Track Corporation Ltd and its
wholly-owned Australian controlled entities
implemented the tax consolidation legislation as
of 1July 2003.

The head entity, Australian Rail Track Corporation
Ltd and the controlled entities in the tax consolidat-
ed group continue to account for their own current
and deferred tax amounts. The Group has applied
the group allocation approach in determining the
appropriate amount of current taxes and deferred
taxes to allocate to members of the tax consolidated
group. In addition to its own current and deferred
tax amounts, Australian Rail Track Corporation Ltd
also recognises the current tax liabilities (or assets)
and the DTAs arising from unused tax losses and
unused tax credits assumed from controlled entities
in the tax consolidated group.

Assets or liabilities arising under tax funding
agreements with the tax consolidated entities are
recognised as amounts receivable from or payable
to other entities in the Group.

Any difference between the amounts assumed
and amounts receivable or payable under

the tax funding agreement are recognised

as a contribution to (or distribution from)
wholly-owned tax consolidated entities.

(i) Leases

Group as a lessee
Leases of property, plant and equipment where

the Group, as lessee has substantially all the risks
and benefits incident to ownership of the leased
item are classified as finance leases. Finance
leases are capitalised at the lease’s inception at
the fair value of the leased property or, if lower, the
present value of the minimum lease payments.
The corresponding rental obligations, net of
finance charges, are included in other short-term
and long-term payables. Each lease payment is
allocated between the liability and finance cost.
The finance cost is charged to the Consolidated
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.

Leases in which a significant portion of the risks
and rewards of ownership are not transferred to
the Group as lessee are classified as operating
leases (note 35). Payments made under operating
leases (net of any incentives received from the
lessor) are charged to the Consolidated Income
Statement on a straight-line basis over the period
of the lease.

Group as a lessor

Leases in which the Group retains substantially all
the risks and benefits of ownership of the leased
asset are classified as operating leases. Initial
direct costs incurred in negotiating an operating
lease are added to the carrying amount of the
leased asset and recognised as an expense over the
lease term on the same basis as rental income.

(j) Impairment of assets

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 for the amount by
which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount
is the higher of an asset’s fair value less costs
to sell and value in use. For the purposes of
assessing impairment, assets are grouped at
the lowest levels for which there are separately




Note 01

Summary of significant accounting policies (continved)

identifiable cash inflows which are largely
independent of the cash inflows from other
assets or groups of assets (cash-generating
units). Non-financial assets that suffered
impairment are reviewed for possible reversal of
the impairment at each reporting date.

(k) Cash and cash equivalents

Cash and cash equivalents includes cash on hand,
deposits held at call with financial institutions,
other short-term, highly liquid investments with
original maturities of three months or less that
are readily convertible to known amounts of cash
and which are subject to an insignificant risk of
changes in value.

(1) Trade and other receivables

All trade receivables are recorded at the amount
due based on a pricing regime agreed with train
operators, generally have 7-30 day terms and are
recognised and carried at original invoice amount
less an allowance for any uncollectible amounts.

An allowance for doubtful debts is made when
there is objective evidence (such as, potential
default or delinquency by a debtor) that the Group
will not be able to collect the debts. Bad debts are
written off when identified.

(m) Inventories

Inventories are valued at lower of cost and net
realisable value. Cost is assigned on a first-in
first-out basis.

(n) Derivatives and hedging activities

Derivatives are initially recognised at fair value on
the date a derivative contract is entered into and
are subsequently remeasured to their fair value at
the end of each reporting period. The accounting
for subsequent changes in fair value depends on
whether the derivative is designated as a hedging

instrument, and if so, the nature of the item being
hedged. The Group designates certain derivatives
as either:

® hedges of the fair value of recognised assets
or liabilities or a firm commitment (fair
value hedges)

® hedges of the cash flows of recognised assets
and liabilities and highly probable forecast
transactions (cash flow hedges)

The Group documents at the inception of the
hedging transaction the relationship between
hedging instruments and hedged items, as well
as its risk management objective and strategy
for undertaking various hedge transactions. The
Group also documents its assessment, both at
hedge inception and on an ongoing basis, of
whether the derivatives that are used in hedging
transactions have been and will continue to be
highly effective in offsetting changes in fair values
or cash flows of hedged items.

The fair values of various derivative financial
instruments used for hedging purposes are
disclosed in note 13. Movements in the hedging
reserve in shareholders’ equity are shown in note
31.The full fair value of a hedging derivative is
classified as a non-current asset or liability when
the remaining maturity of the hedged item is
more than 12 months; it is classified as a current
asset or liability when the remaining maturity of
the hedged item is less than 12 months.

(i) Cash flow hedge

The effective portion of changes in the fair value
of derivatives that are designated and qualify as
cash flow hedges is recognised in equity in the
hedging reserve. The gain or loss relating to the
ineffective portion is recognised immediately in
the Consolidated Income Statement within other
income or other expense.

Amounts accumulated in equity are transferred
to the Consolidated Income Statement in the
periods when the hedged item affects profit or
loss (for instance when the delivery of the goods
hedged takes place). The gain or loss relating to
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the effective portion of forward foreign exchange
contracts hedging the imported goods is
recognised in the Consolidated Income Statement
within ‘infrastructure maintenance’. However,
when the forecast transaction that is hedged
results in the recognition of a non-financial
asset (for example, inventory or fixed assets) the
gains and losses previously deferred in equity
are transferred from equity and included in the
initial measurement of the cost of the asset. The
deferred amounts are ultimately recognised in
profit or loss as infrastructure maintenance in
the case of goods relating to maintenance, or as
depreciation in the case of fixed assets.

When a hedging instrument expires or is sold

or terminated, or when a hedge no longer
meets the criteria for hedge accounting, any
cumulative gain or loss existing in equity at that
time remains in equity and is recognised when
the forecast transaction is ultimately recognised
in the Consolidated Income Statement. When

a forecast transaction is no longer expected

to occur, the cumulative gain or loss that was
reported in equity is immediately transferred to
the Consolidated Income Statement.

(0] Property, plant and equipment

Infrastructure assets are shown at fair value less
accumulated depreciation and any accumulated
impairment losses recognised after the date of

the revaluation, based on periodic, but at least
triennial valuations. Any accumulated depreciation
at the date of revaluation is eliminated against

the gross carrying amount of the asset and the

net amount is restated to the revalued amount of
the asset. All other property, plant and equipment
are stated at historical cost less accumulated
depreciation, and any accumulated impairment
losses. Historical cost includes expenditure that is
directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s
carrying amount or recognised as a separate
asset, as appropriate, only when it is probable
that future economic benefits associated with
the item will flow to the Group and the cost of the

item can be measured reliably. All other repairs
and maintenance are charged to the Consolidated
Income Statement during the financial period in
which they are incurred.

Land is not depreciated. Depreciation on other
assets is calculated using the straight line method
to allocate their cost or revalued amounts, net of
their residual values, over their estimated useful
lives, as follows:

Maximum Economic Useful Life *
Infrastructure assets

® Ballast.......................... 60 years
® Bridges.......................... 40 years
® Culverts........................ 100 years
® Rail..................... 110 years
® Sleepers..........coiiiiiii.. 70 years
® Signals & Communications......... 30 years
® Turmouts .................. ... 15 years
® Tunnels .......................... 50 years

Non Infrastructure assets

® Buildings........................ 50 years
® [T & Otherequipment .............. 4 years
® Motorvehicles..................... 5years
® Otherequipment................. 40 years

* Depending on the age and location of particular
assets, the economic life may vary.

(i) Impairment

The carrying values of plant and equipment are
reviewed for impairment at each reporting date,
with the recoverable amount being estimated
when events or changes in circumstances indicate
that the carrying value may be impaired.

The recoverable amount of plant and equipment is
the higher of fair value less costs to sell and value
in use. 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.

For an asset that does not generate largely
independent cash inflows, recoverable amount is
determined for the cash generating unit to which
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the asset belongs, unless the asset’s value in use
can be estimated to be close to its fair value.

An impairment exists when the carrying value
of an asset or cash generating unit exceeds its
estimated recoverable amount. The asset or
cash generating unit is then written down to its
recoverable amount.

Impairment is assessed at each reporting

date. Impairment is primarily recorded in the
Consolidated Income Statement. The exception,

is where a credit balance to previous periods’
revaluation increments exist in the Asset
Revaluation Reserve, then the impairment loss

is debited to the asset revaluation reserve to the
extent that the asset had previously been revalued.

At 30 June 2012 the Group recognised an
impairment loss of $290.2m on the North-South
Corridor (refer also note 16).

(ii) Revaluations

The Group’s infrastructure assets were

revalued as at 30 June 2011. Whilst the June
2005 revaluation was only applied to South
Australian and Western Australian owned
assets, the June 2008 and June 2011 revaluation
applies to all leased and owned infrastructure
assets across the network. These assets were
revalued using a discounted cash flow approach
to provide an estimate of the fair value of
infrastructure assets as there is no similar
market quoted assets. Revaluation of assets

is only applied to infrastructure assets on the
basis that non infrastructure such as motor
vehicles, information technology and other
non-infrastructure assets are transferable within
the Group and have a short life and a ready
market. The written down value of these assets
is in line with their fair value.

The cash flow forecasts relate only to the revenues
and expenses incurred from the continuing use

of existing assets, and specifically do not include
future improvements or enhancements to the
respective assets. The valuation was determined in
conjunction with external advisors and thereafter
approved by the Board.

Any revaluation increment is credited to the asset
revaluation reserve included in the equity section
of the Balance Sheet, except to the extent that

it reverses a revaluation decrement of the same
asset previously recognised in the Consolidated
Income Statement, in which case the increase is
recognised in the Consolidated Income Statement
(net of tax).

The Group has elected that the deemed cost of
assets on hand at 30 June 2005 is the revalued
amount of those assets. Infrastructure assets
included in plant & equipment and leasehold
improvements were revalued at 30 June 2008
and June 2011.

Any accumulated depreciation as at the
revaluation date is eliminated against the
gross carrying amount of the asset and the net
amount is restated to the revalued amount of
the asset.

Gains and losses on disposals are determined
by comparing proceeds with the carrying
amount. These are included in the Consolidated
Income Statement.

Upon disposal or derecognition, any revaluation
reserve relating to a particular asset being sold is
transferred to retained earnings.

Where an item of property, plant and equipment
is specifically identified it is derecognised upon
disposal or when no further future economic
benefits are expected from its use or disposal.

At 30 June 2012 the Group recognised a reversal
of the 2011 revaluation for infrastructure assets
on the East West corridor for $311.9m. This
adjusts the carrying value of these assets to the
estimated fair value of the infrastructure assets in
the East West corridor.

(iii) Leasehold improvements

The cost of improvements to or on
leasehold properties is amortised over

the expected lease term or the estimated
useful life of the improvement to the Group,
whichever is the shorter.
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(p) Capital work in progress
and capitalisation

Work in progress comprises expenditure on
incomplete capital works. Expenditure on the
acquisition of new infrastructure assets is
capitalised when these new assets increase the
net present value of future cash flows.

Infrastructure assets in the course of
construction are classified as capital work in
progress. Capital works in progress are recorded
at cost, and are not depreciated until they have
been completed and the assets are ready for
economic use.

(g) Intangible assets

Computer software has a finite useful life

and is carried at cost less accumulated
amortisation. Amortisation is calculated using
the straight line method to allocate the cost of
computer software over its estimated useful
life of four years.

Under the NSW Lease, ARTC has provided funds
to CRIA to acquire additional land holdings

to enable the infrastructure to be expanded.
ARTC is not entitled to be reimbursed for this
expenditure but has the right to use the land.
The land rights have a finite useful life expiring
on 4 September 2064 and are carried at cost
less accumulated amortisation. Amortisation

is calculated using the straight line method to
allocate the cost of land rights over its estimated
useful life.

(r) Trade and other payables

These amounts represent liabilities for goods and
services provided to the Group prior to the end of
financial year which are unpaid and are measured
at amortised cost. The amounts are unsecured and
are usually paid within 30 days of recognition.

Due to their short term nature they are
not discounted.

(s) Borrowings

Borrowings are initially recognised at fair value,
net of transaction costs incurred. Borrowings

are subsequently measured at amortised cost.
Any difference between the proceeds (net of
transaction costs) and the redemption amount

is recognised in the Consolidated Income
Statement over the period of the borrowings
using the effective interest method. Fees paid on
the establishment of loan facilities are recognised
as transaction costs of the loan to the extent that
itis probable that some or all of the facility will be
drawn down. To the extent there is no evidence
thatitis probable that some or all of the facility
will be drawn down, the fee is capitalised as a
prepayment for liquidity services and amortised
over the period of the facility to which it relates.

Borrowings are classified as current liabilities
unless the Group has an unconditional right to
defer settlement of the liability for at least 12
months after the reporting date.

(t) Borrowing costs

Borrowing costs directly attributable to the
acquisition, construction or production of a
qualifying asset (i.e. an asset that necessarily
takes a substantial period of time to get ready
forits intended use or sale) are capitalised as
part of the cost of that asset. All other borrowing
costs are expensed in the period they occur.
Borrowing costs consist of interest and other
costs that an entity incurs in connection with the
borrowing of funds.

(u) Provisions

Provisions for legal claims and make good
obligations are recognised when the Group has
a present legal or constructive obligation as
aresult of past events, it is probable that an
outflow of resources will be required to settle
the obligation and the amount has been reliably
estimated. Provisions are not recognised for
future operating losses.
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Where there are a number of similar
obligations, the likelihood that an outflow will
be required in settlement is determined by
considering the class of obligations as a whole.
A provision is recognised even if the likelihood
of an outflow with respect to any one item
included in the same class of obligations may
be small.

Provisions are measured at the present
value of management’s best estimate of the
expenditure required to settle the obligation
at the reporting date.

(v) Employee benefits

(i) Short-term obligations

Liabilities for wages and salaries, including
non-monetary benefits and annual leave
expected to be settled within 12 months of

the reporting date are recognised in respect of
employees’ services up to the reporting date and
are measured at the amounts expected to be paid
when the liabilities are settled.

(ii) Other long-term employee benefit obligations
The liability for long service leave and
associated on-costs is accumulated from

the date of commencement. They are

measured at the amounts expected to be

paid when the liabilities are settled and
discounted to determine their present value.
Consideration is given to expected future

wage and salary levels with an allowance for
expected future increases.

(w]) Major periodic maintenance

Maintenance of infrastructure assets is classified
as major periodic maintenance if it is part of a
systematic planned program of works, occurs

on a cyclical basis and is significant in monetary
values. Major periodic maintenance may

include significant corrective works, component
replacement programs, and similar activities and
these costs are expensed in the consolidated
entity’s accounts.

(x) Goods and Services Tax (GST)

Revenues, expenses and assets are recognised
net of the amount of associated GST, unless the
GST incurred is not recoverable from the taxation
authority. In this case it is recognised as part of
the cost of acquisition of the asset or as part of
the expense.

Receivables and payables are stated inclusive of
the amount of GST receivable or payable. The
net amount of GST recoverable from, or payable
to, the taxation authority is included with other
receivables or payables in the Consolidated
Balance Sheet.

Cash flows are presented on a gross basis.
The GST components of cash flows arising
from investing or financing activities which
are recoverable from, or payable to the
taxation authority, are presented as operating
cash flows.

Commitments and contingencies are disclosed
net of the amount of GST recoverable from, or
payable to, the taxation authority.

(y) Rail infrastructure assets

The rail infrastructure assets vested in the
Group at 1]July 1998 covered all interstate
mainline track and associated land, trackside
and related assets under Commonwealth
jurisdiction, and include rail, sleepers,
ballast, designated crossing loops, turnouts,
signals and communications equipment,
bridges, culverts, tunnels and specified
rolling stock.

(z) Defined Benefit Fund

ARTC is a member of the following
superannuation schemes: State Authorities
Superannuation Scheme (SASS), State
Authorities Non-Contributory Superannuation
Scheme (SANCS) and the State
Superannuation Scheme (SSS).
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The schemes are all defined benefit schemes at
least a component of the final benefit is derived
from a multiple of the member’s salary and
years of membership. All schemes are closed to
new members.

Actuarial gains and losses arising from

experience adjustments and changes in actuarial
assumptions are recognised in the period in which
they occur, in other comprehensive income.

The defined benefit asset or liability recognised in
the Balance Sheet represents the present value
of the defined benefit obligation, adjusted for
unrecognised past service cost, net of the fair
value of the plan assets. Any asset resulting from
this calculation is limited to past service cost,
plus the present value of available refunds and
reductions in future contributions to the plan.

State Authorities Superannuation
Scheme(SASS)

SASS is a split benefit scheme, which means

itis made up of an accumulation style
contributor-financed benefit and a defined benefit
style employer-financed benefit.

Employees can elect to contribute between 1%
and 9% of their salary to SASS and can vary
their contribution rate each year. Generally, each
percentage of salary that a member contributes
each year buys the member one benefit

point which is used in the calculation of the
employer-financed benefit.

State Authorities Non-Contributory
Superannuation Scheme (SANCS)

SANCS is a productivity-type superannuation
benefit accrued by SASS members in addition to
their contributory scheme benefits. Calculated at
3% of final average salary or final salary, depending
on the mode of exit, for each year of service from 1
April 1988. Tt is fully employer-financed.

State Superannuation Scheme (SSS)

SSSis a defined benefit scheme subsidised

by the employer. Contributions to the defined
contribution fund are recognised as an expense as
they become payable.

(aa) Contributed equity

Ordinary shares are classified as equity.
Incremental costs directly attributable to the
issue of new shares or options are shown in equity
as a deduction, net of tax, from the proceeds.

(ab) Foreign currency translation

(i) Functional and presentation currency
Both the functional and the presentation currency of
ARTC and its subsidiaries is Australian dollars ($).

(ii) Transactions and balances

Foreign currency transactions are translated
into the functional currency using the exchange
rates prevailing at the dates of the transactions.
Foreign exchange gains and losses resulting
from the settlement of such transactions and
from the translation at year end exchange rates
of monetary assets and liabilities denominated
in foreign currencies are recognised in other
comprehensive income, except when they are
deferred in other comprehensive income as
qualifying cash flow hedges and qualifying net
investment hedges or are attributable to part of
the net investment in a foreign operation.

(ac) Going concern

As at 30 June 2012, the Group has a net deficiency
of current assets over current liabilities of $70.6m
(2011, $96.9m surplus). Despite this deficiency,
the financial statements have been prepared

on a going concern basis having due regard to

the equity injection of $116.7m received from

the Commonwealth Government in July 2012

as detailed in note 39, the availability of $530m

of unutilised funds through a Syndicated Debt
Facility Agreement as detailed in note 2(c) and the
expected continued positive cash flows from the
Group’s operating activities.




Note 02
Financial risk management

The Group’s principal financial instruments The main risks arising from the Group’s financial
comprise receivables, payables, bonds, cash, instruments are interest rate risk, credit risk and
short term deposits and derivatives. The liquidity risk. Methods used in managing risk
carrying amount equates to the fair value of include monitoring levels of exposure to interest
the financial instruments. These activities rate risk, utilising interest rate swap hedges as
expose the Group to interest rate risk, credit the primary tool to manage the interest rate risk
risk, foreign exchange risk and liquidity risk. on long term borrowings. Assessment of market
forecasts for interest rate movements; monitoring
Financial risk management is performed by and managing credit risk against investments
the finance division ensuring compliance using the Treasury Policy and Cash Management
with policies and procedures approved by Procedure; and managing liquidity risk through
the Board of Directors. The finance division forecasting systems to monitor cash flow
identifies, evaluates and manages financial requirements, including managing the Group’s
risks in close co-operation with the Group’s receivables and payables using aged analysis and
operating units. maintaining customer and supplier relationships.

The Group holds the following financial instruments:

Consolidated
2012 2011
$'000 $'000
Financial assets
Cash and cash equivalents 45,924 123,627
Held-to-maturity investments - 20,418
Trade and other receivables 102,870 144,821
Derivative financial instruments — foreign exchange 175 -
148,969 288,866
Financial liabilities
Trade and other payables 157,893 192,155
Bond Issue 498,927 200,000
Borrowings 20,002 -
Derivative financial instruments — foreign exchange 33 1
Derivative financial instruments — interest rate swap 5,446 -
Other financial liabilities 625 834

682,926 393,000
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(a) Market risk

(i) Foreign exchange risk

Foreign exchange risk arises from future commercial
transactions and recognised assets and liabilities
denominated in a currency that is not the entity’s
functional currency. The risk is measured using
sensitivity analysis and cash flow forecasting.

Forward exchange contracts
- buy foreign currency (cash flow hedges)

(ii) Cash flow and fair value interest rate risk
The Group’s main interest rate risk arises from
long-term bonds. Bonds issued at variable rates
expose the Group to cash flow interest rate

risk. Borrowings issued at fixed rates expose
the Group to fair value interest rate risk if the
borrowings are carried at fair value. The Group
policy is to maintain a minimum of 25% of its
borrowings at fixed rate (currently that is at
100%) using interest rate swaps to achieve this
when necessary. During the financial year, the
Group’s borrowings at fixed and variable rate
were denominated in Australian Dollars.

Based on the various scenarios, the Group
manages its cash flow interest rate risk in
accordance with Treasury Policy by using
floating-to-fixed interest rate swaps. Such
interest rate swaps have the economic effect
of converting borrowings from floating rates
to fixed rates. Generally, the Group raises
long-term borrowings at floating rates and
swaps them into fixed rates. Under the interest
rate swaps, the Group agrees with other
parties to exchange, at specified intervals

Forward contracts, transacted with the finance
division, are used to manage foreign exchange
risk. The finance division is responsible for
managing exposures in each foreign currency by
using external forward currency contracts.

30 June 2012 30June 2011
usb usD

$'000 $'000

142 (1n

(mainly quarterly), the difference between
fixed contract rates and floating rate interest
amounts calculated by reference to the agreed
notional principal amounts.

In December 2011 at the issuing of the second
bond tranche of $300m the Group entered

into a floating-to-fixed interest rate swap for

the $300m. The Group also has exposure to
interest rate risk arising from investments in cash
equivalents and held to maturity investments
with variable interest rates.

The Group’s policy is to invest its available cash
reserves with due regard to the timing and
magnitude of cash flow requirements. The finance
division manages liquidity on a dynamic basis
within the framework of the Group’s Treasury
Policy where, typically, cash reserves are invested
in held to maturity investments, managed fund
investments, term deposits and short term
commercial papers with terms varying from
30to 90 days. As at the reporting date, cash
reserves are being held as cash and short term
investments and held to maturity investments.
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As at the reporting date, the Group had the following variable rate investments :

30 June 2012 30 June 2011
Weighted Weighted
average average
Consolidated interest rate Balance interest rate Balance
% $'000 % $'000
Cash at bank 4.1% 45,924 4.4% 33,513
Deposits at call -% - 5.8% 90,114
Held to maturity assets -% - 6.1% 20,418
Net exposure to cash flow
interest rate risk 45,924 144,045
Consolidated Interest rate risk Foreign exchange risk
30 June 2012 -0.5% +0.5% -10% +10%

Profit Equity Profit Equity Profit Equity Profit Equity
$’000 $'000 S$'000 $'000 $'000 $'000 $'000 $'000
Financial assets

Cash and cash equivalents (161) (161) 161 161 - - - -
Derivatives cash flow hedge —

foreign exchange - - - - - (547) - 458
Total increase/

(decrease) infinancial assets _ (161)  (161) 161 161 - (547) - 458

Financial liabilities
Derivatives cash flow hedge —

foreign exchange - - - - - (44) - 36
Net increase/(decrease) (161) (161) 161 161 - (591) - 494
Consolidated Interest rate risk Foreign exchange risk
30June 2011 -0.5% +0.5% -10% +10%

Profit Equity  Profit Equity Profit Equity Profit Equity
$’000 $'000 $'000 $'000 $'000 $'000 $'000  $'000
Financial assets

Cash and cash equivalents (117) (117) 117 117 - - - -
Total increase/(decrease) in
financial assets 117)  (117) 117 117 - - - -

Financial liabilities
Derivatives - cash flow hedges - - - - - 46 - (37)
Net increase/(decrease) 117)  (117) 117 117 - 46 - (37)
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(b) Credit risk

Credit risk is managed on a Group basis. Credit risk
arises from cash and cash equivalents and deposits
with banks and financial institutions, as well as
trade and other receivables. The Group’s exposure
to credit risk arises from potential default of the
counter party, with a maximum exposure equal to
the carrying amount of these instruments. Exposure
at balance date is addressed in each applicable note.

The Group does not hold any credit derivatives to
offset its credit exposure.

The Group has a Treasury Policy as approved

by the Board that manages the level of risk in
relation to cash investments with banks and
third parties through the commercial paper
market. The policy provides a number of criteria
to manage and spread the level of risk such as:
investing in third parties with a minimum rating
of A2, 50% of investments must be rated Al and
above and no more than $50m can be invested in
commercial papers with any one third party.

The Group trades only with recognised, credit
worthy third parties, and as such collateral is not
requested nor is it the Group’s policy to securitise
its trade and other receivables.

Itis the Group’s policy that all customers enter
into access agreements meeting the terms and
conditions as set out in the agreement before
entering the Group’s rail network and receiving
any trade credit facilities.

The Group’s exposure to bad debts is not significant,
although the Group has a significant concentration
of credit risk associated with its major customer
providing a high proportion of access revenue.

The receivable balances are monitored on an
ongoing basis and constant dialogue is maintained
with major customers. Outstanding queries and
administrative delays are followed up promptly.
Conditions for customers accessing the East West
rail network, allow for interest to be charged on late
payments and security can be taken on default of
payment. Typically, for the remaining rail network,

the contract allows the raising of formal disputes on
late payments, with a favourable outcome resulting
in interest being charged as well as the ability to
seek upfront security, where required.

(c) Liquidity risk

Prudent liquidity risk management implies main-
taining sufficient cash and marketable securities, the
availability of funding through an adequate amount
of committed credit facilities and the ability to close
out market positions. The Group manages liquidity
risk by continuously monitoring forecast and actual
cash flows and matching the maturity profiles

of financial assets and liabilities. Group Treasury
maintains flexibility in its investments by spreading
its investments and investing in instruments that
are tradeable in highly liquid markets.

Financing arrangements

During July 2011, the Group received an equity
injection of $409.3m as a part of the Nation
Building Rail Investment initiative announced in
the 2010 Commonwealth Budget. In the prior
year in July 2010, the Group received an equity
injection of $558.2m as a part of the Nation
Building Rail Investment initiative.

InJanuary 2010, ARTC established

AS$550 million three year Syndicated Debt
Facility Agreement with a consortium of major
Australian Banks. As at 30 June 2012, $20m of
the funds have been utilised.

In December 2010, ARTC established A$750 million
Australian Dollar Domestic Note programme under
which short and medium term notes may be issued
from time to time up to the programme limit.

On 20 December 2010 ARTC executed the initial
bond issuance of $200m with a maturity date of
20 December 2017.

On 9 and 14 of December ARTC executed the
second bond issuance in two tranches of $200m
and $100m respectively with a maturity date of
9 December 2014.
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The Group had access to the following overdraft facilities at the reporting date:

Consolidated
2012 2011
$'000 $'000

Floating rate
- Expiring within one year

(bank overdraft, business card and revolving lease facility) 20,000 20,000
The bank overdraft facilities may be drawn at any The tables below analyse the Group’s financial
time and the extension of such facilities beyond assets and liabilities into relevant maturity
the expiry date is at the discretion of the bank. groupings based on the remaining period at

the reporting date to the contractual maturity
Maturities of inancial assets based on date. The amounts disclosed in the table are the
contractual maturities contractual undiscounted cash flows.
Less Between

Contractual maturities of than 6 6-12 land5 Over5 Total

financial liabilities months months years years
At 30 June 2012 $'000 $'000 $'000 $'000 $’000
Financial assets
Cash & cash equivalents 45,924 - - - 45,924
Trade & other receivables 102,870 - - - 102,870
Derivatives financial instruments

- foreign exchange 7 168 - - 175
Total financial assets 148,801 168 - - 148,969
Financial liabilities
Trade & other payables 157,893 - - - 157,893
Bond Issue - - 299,936 198,991 498,927
Borrowings 20,002 - - - 20,002
Derivatives financial instruments

- foreign exchange 33 - - - 33
Derivatives financial instruments

- interest rate swap - - 5,446 - 5,446
Other financial liabilities 116 117 392 - 625

Total financial liabilities 178,044 117 305,774 198,991 682,926
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Total
Less Between contract-
than 6 6-12 2and5 Over 5 ual cash
At 30 June 2011 months months years years flows
Financial assets
Cash & cash equivalents 123,627 - - - 123,627
Trade & other receivables 144,821 - - - 144,821
Held to maturity investment 20,418 - - - 20,418
Total financial assets 288,866 - - - 288,866
Financial liabilities
Trade & other payables 192,155 - - - 192,155
Bond issue - - - 200,000 200,000
Derivatives financial instruments
- foreign exchange 1 - - - 1
Other financial liabilities 105 104 625 - 834
Total financial liabilities 192,271 104 625 200,000 393,000
(d) Fair value measurements (b) inputs other than quoted prices included
within level 1 that are observable for the
The fair value of financial assets and financial asset or liability, either directly (as prices) or -
liabilities are estimated for recognition, indirectly (derived from prices) (level 2), and

measurement and disclosure purposes.

(c) inputs for the asset or liability that are
AASB 7 Financial Instruments: Disclosures requires not based on observable market data
disclosure of fair value measurements by level of (unobservable inputs) (level 3).
the following fair value measurement hierarchy:

The following table presents the Group’s assets

(a) quoted prices (unadjusted) in active markets and liabilities measured and recognised at fair
foridentical assets or liabilities (level 1) value at 30 June 2012.

At 30 June 2012 Level 1 Level 2 Level 3 Total
Assets $'000 $'000 $'000 $'000
Foreign exchange forward contracts used for

hedging - 175 - 175
Total assets - 175 - 175
Liabilities
Interest rate swaps used for hedging - 5,446 - 5,446
Foreign exchange forward contracts used for

hedging - 33 - 33
Total liabilities - 5,479 - 5,479
At 30 June 2011
Liabilities
Derivatives used for hedging - foreign exchange - 586 - 586

Total liabilities - 586 -
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The fair value of financial instruments traded

in active markets (such as publicly traded
derivatives, and trading and available-for-sale
securities) is based on quoted market prices at the
end of the reporting period. The quoted market
price used for financial assets held by the Group

is the current bid price. These instruments are
included in level 1.

The fair value of forward exchange contracts
is determined using forward exchange
market rates at the end of the reporting

period. These instruments are included in
level 2 and comprise debt investments and
derivative financial instruments. In the
circumstances where a valuation technique
for these instruments is based on significant
unobservable inputs, such instruments are
included in level 3.

If one or more of the significant inputs is not
based on observable market data, the instrument
isincluded in level 3. This is the case for unlisted
equity securities.
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Significant accounting estimates and judgements

In applying the Group’s accounting policies,
management continually makes judgements,
estimates and assumptions including
expectations concerning the future. Although
reasonable based on the current information
available to management, the actual results
will by definition, seldom equal the accounting
estimates. The judgements, estimates and
assumptions that are considered significant in
preparation of these financial statements are
discussed below.

(i) Defined benefit plans

Various actuarial assumptions are required
when determining the Groups’ defined
benefit obligations.

(ii) Timing of project completion

The Group is undertaking an extensive
investment program in the coming years with

the continued delivery which is reliant on the
availability of requisite material, project resources
and applicable regulatory approvals.

(iii) Impairment

In order to comply with the relevant accounting
standards, ARTC undertook impairment testing of
the Group’s infrastructure assets, which resulted
in ARTC taking up an impairment loss of $290.2m
against the carrying value of those assets as they

could not be supported by the forecast net cash
flows to be derived in relation to those assets.

(iv) Deferred tax recognition

The recognition of the deferred tax asset of
$348.4m is considered appropriate following

an assessment of the overall forecast profit and
taxation position of the Group over the next 5
years, including reversal of existing temporary
differences. The deferred tax liability of $175.0m
comprises the difference between the tax base
and carrying value relating to various assets
and liabilities.

(v) Incident recognition

The provision for incidents of $31.3m recognises
the Group’s estimated liability with respect to
costs associated with damage caused by incidents
such as derailments, including the potential for
third party and/or insurance recoveries.

(vi) Operating lease commitments -

Group as lessor

The Group has entered into commercial property
leases on property assets owned by the Group.

The Group has determined that it retains all the
significant risks and rewards of ownership of
these properties and has thus classified the leases
as operating leases.




Note 04

Revenue
Consolidated
2012 2011
$'000 $'000
From continuing operations
Sales Revenue
Access revenue 537,390 432,886
CRN revenue 87,637 175,077
Interest revenue 15,331 21,294
Total Revenue 640,358 629,257
Other Income
Insurance recovery 8,153 11,373
Government grants - other 25,161 19,081
Tripartite agreement income - 11,820
Other revenue 16,457 13,434
Inland rail study income - (61)
Total Other income 49,771 55,647

Total Revenue and Other Income 690,129 684,904




Note 05
Expenses

Depreciation

Buildings

Plant and equipment
Total depreciation

Amortisation
Computer software
Land Rights
Total amortisation
Total depreciation and amortisation
Wages and Salaries
Workers compensation
Contributions to defined benefit plans
Total employee benefits expense
Finance costs comprised:
Financing costs

Finance lease interest

Net Finance Costs

Consolidated
2012 2011
$'000 $'000
647 791
135,337 92,955
135,984 93,746
1,449 1,292
133 125
1,582 1,417
137,566 95,163
120,144 118,502
1,304 1,568
760 761
122,208 120,831
18,475 11,690
52 66
18,527 11,756




Note 06
Income tax expense/ (benefit)

Consolidated
2012 2011
(a) Income tax expense/(benefit) $7000 $000
Currentincome tax charge -
Adjustments for current tax prior year amendments - (348)
Deferred income tax (benefit)/expense related to recognition of
previously unrecognised tax losses (9,240) -
Deferred income tax expense/(benefit) relating to movement in
temporary differences 63,597 (249,087)
Income tax expense/(benefit) 54,357 (249,435)
Decrease/(Increase) in deferred tax assets (note 17) 54,357 (249,087)
54,357 (249,087)
Consolidated
(b) Numerical reconciliation of income tax expense/ 2012 2011
(benefit) to prima facie tax payable $"000 $000
(Loss) from continuing operations before income tax expense (165,570) (299,073)
Tax at the Group’s Statutory Tax Rate of 30% (49,671) (89,722)
Adjustments in respect of current income tax:
Non - deductible expenses
Adjustment of current income tax from previous year - (348)
Other assessable income 73 -
Prepayments - 41
Provisions 1,834 962
Depreciation & Impairment 128,528 159,316
Loss on disposal 1,767 -
Other 113 320
Deferred grant revenue taxable in advance 15,419 25,602
Deductible expenses
Depreciation (67,915) (58,853)
Loss on disposals (9,971) (375)
Investment Allowance - (6,000)
R&D (7,080) (7,650)
Other assessable income - (122)
Other (4,374) (532)
Prior year tax losses unrecognised (8,723) (22,987)
Current Income tax expense/(benefit) - (348)
(Increase) in deferred tax assets related to recognition of previously
unrecognised tax losses (9,240) -
Decrease/(increase) in deferred tax assets primarily related to property,
plant and equipment 63,597 (249,087)
Tax expense/(benefit) deferred tax total 54,357 (249,087)

Total income tax expense/(benefit) 54,357 (249,435)




Note 06
Income tax expense/ (benefit) (continved)

Consolidated
2012 2011
(c) Amounts charged or credited directly to equity $7000 $'000
Deferred income tax related to items charged directly to equity
(refer to note 31(a))
Net gain on revaluation of infrastructure assets - 153,793
Net loss on reversal of revaluation of infrastructure assets
(refer note 17 and 27) (94,758) -
Net (loss)/gain on defined benefit fund (1,512) 7
Net (loss)/gain on interest rate swap (1,633) -
Net gain/(loss) - foreign exchange hedge 45 (7)
Total (97,858) 153,793
Deferred income tax charge included in equity comprises:
Increase/(decrease) in deferred liabilities 52 153,793
(Increase)/decrease in deferred assets (97,910) -
Total (97,858) 153,793
(d) Tax assets associated with the Group’s ability to claim tax L
depreciation on NSW lease assets as a result of
At 30 June 2012, the Group has unrecognised the Group being able to use Division 58 of the
deferred tax assets in relation to temporary Income Tax Assessment Act 1997 and also due
differences of $307.4m (2011: $197.2m) to the impairment of the North-South assets.
(e) Tax consolidation |egi3|0ti0n The Australian Taxation Office is
currently undertaking a specific review
Australian Rail Track Corporation Ltd and its of ARTC’s 2009/10 income tax claim
wholly-owned Australian controlled entities have as a part of the Australian Taxation
implemented the tax consolidation legislation as Office’s large business review program.

of 1July 2003. The accounting policy in relation to The review is expected to be finalised in
this legislation is set out in note 1(h). September 2012.




Note 07

Current assets - Cash and cash equivalents

Cash at bank and in hand
Deposits at call

(0] Interest rate risk exposure

The Group’s exposure to interest rate risk is
discussed in note 2.

(b) Cash at bank and in hand

Cash at bank and in hand earns interest at
floating rates based on daily bank deposit rates.
Refer to note 2 for rates earned.

Note 08

Consolidated
2012 2011
Notes $'000 $'000
(b) 45,924 33,513
©) - 90,114
45,924 123,627
(c) Deposits at call

The “deposits at call” at balance date reflects
funds available to the Group that have been
placed on deposit with major Australian banking
institutions and across a spread of short-term
term deposits in accordance with Board approved
Treasury Policy. Refer to note 2 for information
regarding interest rate and credit risk.

(d) Fair value

The carrying amount of cash and cash equivalents
equals the fair value.

Current assets - Held to maturity investments

Held to maturity investments

The “held to maturity investments” are term
deposits invested for a period greater than 90
days, but not more than 182 days in accordance

with Board approved Treasury Investment Policy.

Consolidated
2012 2011
$'000 $'000

- 20,418

- 20,418

The weighted average interest for the year ended
30 June 2012 for held to maturity investments
was 5.83% (2011: 6.10%).



Note 09

Current assets - Trade and other receivables

Net trade receivables

Trade receivables

Other receivables

Provision for doubtful receivables

Consolidated
2012 2011
Notes $'000 $'000
@ 68,953 85,385
(b) 33,943 59,436
(a) (26) -
102,870 144,821

(a) Allowance for impairment loss

As at 30 June 2012 there was an allowance of an impairment in trade and other receivables of the Group
of $26k (2011 - nil). Movements in the provision for doubtful debts receivable are considered immaterial.

The ageing of trade receivables is as follows:

0-30 days
31-60 days
61-90 days
>90 days

Consolidated
2012 2011
$’000 $'000
58,180 75,175
3,583 2,939
592 671
6,598 6,600
68,953 85,385

(b) Other receivables

These amounts generally arise from
transactions outside the usual operating
activities of the Group. Collateral is not
normally obtained.

Other receivables include an accrual for the year
to date under recovery of Constrained Network
coal revenue as a result of the actual tonnage
throughput being below the budgeted volumes
on which the prices are set. Constrained
Network coal revenue is a product of a
regulatory return mechanism which includes a

recovery of maintenance activity and a rate of
return in relation to capital improvements.

Other receivables past due but not considered
impaired are: Group $4.6m (June 2011: $1.1m).
Direct contact is being maintained with the
relevant debtor and the Group is satisfied that
payment will be received in full.

(c) Foreign exchange and interest
rate risk

Information about the Group’s exposure to foreign




Note 09

Current assets - Trade and other receivables (continued)

currency risk and interest rate risk in relation to
trade and other receivables is provided in note 2.

(d) Fair value and credit risk

Due to the short-term nature of these receivables,
their carrying amount is assumed to approximate
their fair value.

The maximum exposure to credit risk at the
reporting date is the carrying amount of each
class of receivables mentioned above. Collateral
is not held as security, nor is it the Group’s
policy to transfer (on-sell) receivables to special
purpose vehicles. Refer to note 2 for more
information on the risk management policy of
the Group and the credit quality of the entity’s
trade receivables.

Note 10
Current assets - Inventories
Consolidated
2012 2011
$'000 $'000
Inventory - Raw Materials
-atcost 26,907 29,472
26,907 29,472
Note 11
Current assets - Alliance partner deposits
Consolidated
2012 2011
$'000 $'000
Alliance partner deposits 2,158 18,107

2,158 18,107




Note 12
Current assets - Other current assets

Consolidated
2012 2011
$'000 $'000
Prepayments - other 3,636 5,426
Other current assets 532 447
4,168 5,873
Note 13
Derivative financial instruments
Consolidated
2012 2011
$'000 $'000
Current assets
Forward foreign exchange contracts - cash flow hedges (a) 175 -
Total current derivative financial instrument assets 175 -
Current liabilities
Forward foreign exchange contracts - cash flow hedges ((a)(ii)) 33 11
Total current derivative financial instrument liabilities 33 11
Non-current liabilities
Interest rate swaps - cash flow hedges ((a)(i)) 5,446 -
Total non-current derivative financial instrument liabilities 5,446 -
Total derivative financial instrument liabilities 5,479 11
Total (5,304) (11)

(a) Instruments used by the Group

The Group is party to derivative financial instru-
ments in the normal course of business in order to
hedge exposure to fluctuations in foreign exchange
rates and interest rate swaps in accordance with
Board approved Treasury Policy, (refer to note 2).

(i) Interest rate swap contracts - cash flow hedges
In December 2011 the Group as a part of the
$750m domestic note program executed the

second bond issuance in 2 tranches of $200m

and $100m both to mature on 9 December 2014.
The bonds were issued on a floating rate which is
repayable in 3 years, interest is re-priced quarterly
and payable in arrears. As a result, ARTC is
exposed to fluctuations in the benchmark interest
rate (BBSW).

To reduce this exposure ARTC entered into a 3
year interest rate swap (IRS) on 9 December 2011
to hedge its $200m floating rate bond issue and




Note 13

Derivative financial instruments (continued)

14 December 2011 to hedge its $100m floating
rate bond issue. Only exposure to the quarterly
BBSW has been designated as the hedged risk.

The gain or loss from remeasuring the hedging
instruments at fair value is recognised in other
comprehensive income and deferred in equity in
the hedging reserve, to the extent that the hedge

is effective. It is reclassified into profit or loss

when the hedged interest expense is recognised.
Inthe year ended 30 June 2012 there was no
reclassification into profit or loss (2011 - nil). Hedge
effectiveness was assessed at the inception of

the lease and was found to be effective. Hedge
effectiveness was also assessed prospectively

and retrospectively using the cumulative dollar
offset method as at 30 June 2012 as a part of the bi
annual testing. There was no hedge ineffectiveness
in the year ended to 30 June 2012.

(i) Forward exchange contracts - cash flow hedges
The rail grinding process in NSW uses grinding
stones purchased from the United States. In order
to protect against exchange rate movements,

the Group has entered into forward exchange
contracts to purchase US dollars.

During the financial year ARTC entered into a
contract to purchase a Shoulder Ballast Cleaner
from the United States. In order to protect
against exchange rate movements, the Group
has entered into forward exchange contracts to
purchase US dollars.

These contracts are hedging for purchase
orders made by the Group for the latest set
of material required for the period and for the

final delivery of the Shoulder Ballast Cleaner.
The contracts are timed to mature when
payments for the shipment of these items are
scheduled to be paid.

The portion of the gain or loss on the hedging
instrument that is determined to be an effective
hedge is recognised directly in equity. When the
cash flows occur, the Group adjusts the initial
measurement of the component recognised in the
Consolidated Income Statement by the related
amount deferred in equity.

Group

During the year ended 30 June 2012 there

was a reclassification of cash flow hedge from
equity to profit loss of $7k. There was no hedge
ineffectiveness in the current or prior year.

(b) Risk exposures

Credit risk arises from the potential failure of
counterparties to meet their obligations under the
respective contracts at maturity. This arises on
derivative financial instruments with unrealised
gains. At reporting date the risk is nil in the
current year accounts.

Information about the Group’s exposure to
credit risk, foreign exchange and interest
rate risk is provided in note 2. The maximum
exposure to credit risk at the end of the
reporting period is the carrying amount

of each class of derivative financial assets
mentioned above.



Note 14
Current assets - Current tax receivables

Excess of tax paid for current period

Note 15
Non-current assets - Alliance partner deposits

Consolidated
2012 2011
$'000 $'000
11,105
11,105

Alliance partner deposits

Consolidated

2012 2011
$’000 $’000
900 900

900 900




Note 16

Non-current assets - Property, plant and equipment

At 1]July 2010

Cost or fair value
Valuation

Accumulated depreciation
Net book amount

Year ended 30 June 2011

Opening net book amount as at 30 June 2010

Reclassify asset from freehold land to intangible assets

Additions into asset register from capital work in progress

Borrowing cost capitalised

Additions into capital work in progress

Impairment charge recognised in Consolidated
Income Statement

Depreciation charge

Transfers out of capital work in progress

Written down value of assets disposed

Revaluation of assets

Closing net book amount

At 30 June 2011

Cost or fair value
Valuation

Accumulated depreciation
Net book amount

Year ended 30 June 2012

Opening net book amount as at 30 June 2011

Additions into asset register from capital work in progress

Borrowing cost capitalised

Additions into capital work in progress

Impairment charge recognised in Consolidated
Income Statement

Depreciation charge

Transfers out of capital work in progress

Written down value of assets disposed

Revaluation reversal of assets

Closing net book amount

At 30 June 2012

Cost or fair value
Valuation

Accumulated depreciation
Net book amount

Construction

in progress  Freehold land
Notes $'000 $’000
827,809 5,841
827,809 5,841
827,809 5,841

- (5,810)

- 69

1,335 -
880,179 -
(434,235) -
(430,858) -
844,230 100
844,230 100
844,230 100
844,230 100

- 16

9,926 -
1,158,035 -
(290,206) -
(681,221) -
1,040,764 116
1,040,764 116
(b) - -
1,040,764 116




Freehold Leasehold Plant and Leasehold Leased plant
buildings buildings equipment improvements & equipment Total
$'000 $’000 $’'000 $000 $’'000 $'000
12,849 8,330 116,112 1,005,734 1,545 1,978,220
- - 384,886 633,695 - 1,018,581
(2,250) (1,836) (43,564) (74,616) (311) (122,577)
10,599 6,494 457,434 1,564,813 1,234 2,874,224
10,599 6,494 457,434 1,564,813 1,234 2,874,224
- - - - - (5,810)
1,108 1,560 48,321 379,800 - 430,858
- - - - - 1,335
- - - - - 880,179
- - - - - (434,235)
(531) (260) (29,899) (62,953) (103) (93,746)
- - - - - (430,858)
- - (74) (2,457) - (2,531)
- - 146,115 374,217 - 520,332
11,176 7,794 621,897 2,253,420 1,131 3,739,748
13,800 9,890 42,645 527,155 1,545 1,439,365
- - 604,912 1,751,447 - 2,356,359
(2,624) (2,096) (25,670) (25,172) (414) (55,976)
11,176 7,794 621,887 2,253,430 1,131 3,739,748
11,176 7,794 621,897 2,253,420 1,131 3,739,748
418 387 123,298 557,102 - 681,221
- - - - - 9,926
- - - - - 1,158,035
- - - - - (290,206)
(380) (267) (39,920) (95,314) (103) (135,984)
- - - - - (681,221)
- (3) (195) (10,366) - (10,564)
- - (154,012) (157,862) - (311,874)
11,214 7,911 551,068 2,546,980 1,028 4,159,081
14,218 10,274 160,510 1,081,605 1,545 2,309,032
- - 421,476 1,561,163 - 1,982,639
(3,004) (2,363) (30,918) (95,788) (517) (132,590)
11,214 7,911 551,068 2,546,980 1,028 4,159,081




Note 16

Non-current assets - Property, plant and equipment (continved)

(a) Leased assets

Plant and equipment includes the following amounts where the Group

is a lessee under a finance lease:

Leased equipment

Cost

Accumulated depreciation
Net book amount

(b) Basis of valuation - 30 June 201

The 2011 revaluation used a discounted cash flow
approach to provide the fair value of all leased
and owned infrastructure assets across the
network. Due to the nature of the business assets,
prices cannot be determined individually as there
is no similar market quoted assets.

The 2011 revaluation resulted in the carrying value
of all leased infrastructure assets in the Hunter
Valley being increased by $216.5m and the carrying
value of all leased and owned infrastructure assets
in the East West increasing by $303.8m.

At 30 June 2012 the Group recognised a reversal
of the 2011 revaluation for infrastructure assets
on the East West corridor for $311.9m. This
adjusts the carrying value of these assets to the
estimated fair value of the infrastructure assets in
the East West corridor.

(c) Impairment of plant and equipment

Prior to the inception of the NSW lease in
September 2004, the Group identified that not
all of the major capital programme to rectify and
upgrade the network would yield a commercial
return, particularly in the short term.

At the end of the June 2012 year, the Group
undertook impairment testing of the Group’s
infrastructure assets in accordance with the
requirements of the accounting standard AASB
136 Impairment of Assets.

Consolidated
2012 2011
$'000 $'000
1,131 1,234
(103) (103)
1,028 1,131

At June 2012, the impairment testing resulted
in the recognition of an impairment loss

0f $290.2m (2011:$434.2m) against the
North-South Corridor.

(d) Carrying amounts that would have
been recognised if plant & equipment
and leasehold improvements were
stated at cost

If plant & equipment and leasehold

improvements were stated on the historical cost
basis, the amounts would be as follows:



Note 16

Non-current assets - Property, plant and equipment (continved)

Consolidated
2012 2011
$'000 $'000
Plant & Equipment
Cost or deemed cost 568,050 445,420
Accumulated depreciation (132,351) (90,725)
Net book amount 435,699 354,695
Leasehold Improvements
Cost 2,088,862 1,539,431
Accumulated depreciation (181,385) (106,224)
Net book amount 1,907,477 1,433,207
Note 17
Non-current assets - Deferred tax assets
Consolidated
2012 2011
The balance comprises temporary differences attributable to: $'000 $'000
Property plant & equipment 334,252 395,372
Tax losses (note 6) 9,240 -
Defined benefit fund (note 29) 3,361 1,863
Cash flow hedges - interest rate swap and foreign exchange 1,562 (7)
348,415 397,228
Movements:
Opening balance at 1July 397,228 69,132
Credited/(charged) to the Consolidated Income Statement related to
recognition of previously unrecognised tax losses (note 6) 9,240 -
(Charged)/credited to the Consolidated Income Statement related to
property plant and equipment (note 6(b)) (63,597) 249,087
Income tax effect on asset disposal in asset reserve revaluation
recognised in deferred tax asset (note 6(c)) 1,196 -
Credited/(charged) to equity related to defined benefit fund (note 31(b)) 1,512 7
Credited/(charged) related to cash flow hedge - interest rate swap 1,633 -
Credited/(charged) related to cash flow hedge - foreign exchange 7 (7)
Charged to other comprehensive income related to property, plant and
equipment (note 27) 1,196 -
Reclassification of assets from DTL related to property, plant
and equipment - 79,009
Closing balance at 30 June 2012 348,415 397,228
Deferred tax assets expected to be recovered after more than
12 months 348,415 397,228




Note 18
Non-current assets - Intangible assets

Computer
software Land Rights Total
$’000 $'000 $’000
At1]July 2010
Cost 10,332 - 10,332
Accumulated amortisation and impairment (6,022) - (6,022)
Net book amount 4,310 - 4,310
Year ended 30 June 2011
Opening net book amount 4,310 - 4,310
Reclassification from freehold land - 5,810 5810
Additions into asset register 857 - 857
Amortisation charge (1,292) (125) (1,417)
Closing net book amount 3,875 5,685 9,560
At 30 June 2011
Cost 11,189 5,810 16,999
Accumulated amortisation and impairment (7,314) (125) (7,439)
Net book amount 3,875 5,685 9,560
Computer
software Land Rights Total
$'000 $'000 $'000

Year ended 30 June 2012
Opening net book amount 3,875 5,685 9,560
Additions into asset register 1,363 1,516 2,879
Amortisation charge (1,449) (133) (1,582)
Closing net book amount 3,789 7,068 10,857
At 30 June 2012
Cost 12,552 7,326 19,878
Accumulated amortisation and impairment (8,763) (258) (9,021)

Net book amount 3,789 7,068 10,857




Note 19
Current liabilities - Trade and other payables

Consolidated
2012 2011
$'000 $'000
Trade payables 157,764 191,628
Other payables 129 527
157,893 192,155
(a) Fair value (b) Risk exposure
Due to the short term nature of these payables, Information about the Group’s exposure to
their carrying value is assumed to approximate interest rates and liquidity risk is set out in
their fair value. note 2.
Note 20
Current liabilities - Interest bearing liabilities -
Consolidated
2012 2011
$'000 $'000
Syndicated debt facility 20,002 -
Total current borrowings 20,002 -

Refer to note 1 for current borrowing policy and the adoption of the revised AASB 123.

Note 21
Current liabilities - Provisions

Consolidated
2012 2011
Notes $'000 $'000
Employee benefits (a) 25,841 29,054
Incident provision (b) 31,296 21,793
Other provisions (9 132 813

57,269 51,660




Note 21
Current liabilities - Provisions (continued)

(a) Employee benefits (b) Incident provision

Liabilities for wages and salaries, including The incident provision recognises the Group’s estimate of
non-monetary benefits and annual leave the liability with respect to costs associated with damage
expected to be settled within 12 months caused with incidents such as derailments, which

of the reporting date are recognised in occurred whilst using the Group’s rail infrastructure.

respect of employees’ services up to the
reporting date and are measured at the
amounts expected to be paid when the (c) Other prOViSionS
liabilities are settled.
This provision is comprised of commercial
The liability for long service leave disputes with customers that are in the process
is accumulated from the date of of being resolved.
commencement. It is measured at the
amounts expected to be paid when the

liabilities are settled. Consideration is (e) Movement in provisions
given to expected future wage and salary
levels with an allowance for expected Movements in each class of provision during the
future increases. financial year, are set out below:
Employee Incident Other
2012 benefits provision provisions Total
$’000 $'000 $'000 $’000
Current
Carrying amount at start of year 29,054 21,793 813 51,660
additional provisions recognised 16,267 28,763 1,286 46,316
payments/other sacrifices of
economic benefits (19,480) (19,260) (1,967) (40,707)
Carrying amount at end of year 25,841 31,296 132 57,269
Employee Incident Other
2011 benefits provision provisions Total
$'000 $'000 $’000 $’000
Current
Carrying amount at start of year 30,166 18,135 949 49,250
additional provisions recognised 13,116 31,295 1,935 46,346
payments/other sacrifices of
economic benefits (14,228) (27,637) (2,071) (43,936)

Carrying amount at end of year 29,054 21,793 813 51,660




Note 22

Current liabilities - Deferred income government grants

Government grants

The Government grants received by the Group to

30 June 2012 and classified as current are $17.3m.

Where the Grants have attached conditions
and/or are project specific, they are
recognised at their fair value and initially
credited to Deferred Income upon receipt,
then recognised in the Consolidated Income

Note 23
Current liabilities - Finance lease

Consolidated
2012 2011
$'000 $'000
17,331 12,479
17,331 12,479

Statement over the period necessary to match
them with the costs that they are intended

to compensate. Where those grants relate

to expenditure that is to be capitalised, they
are credited to the Consolidated Income
Statement on a straight line basis over the
expected lives of the related assets from the
date of commissioning.

Finance lease

(a)

Interest rate risk is considered negligible.

Consolidated
2012 2011
$'000 $'000
233 209
233 209

(h)

The carrying amount of the finance lease
liabilities approximates fair value.




Note 24
Non-current liabilities - Interest bearing liabilities

Consolidated
2012 2011
$'000 $'000
Secured
Bond issue - Maturing 20 December 2017 198,991 200,000
Bond Issue - Maturing 9 December 2014 299,936 -
Total secured non-current borrowings 498,927 200,000
Note 25
Non-current liabilities - Deferred income government grants
Consolidated
2012 2011
$'000 $'000
Government grants 415,582 392,947
415,582 392,947

The Government grants received by the Group to 30 June 2012 and classified as non-current are $415.6m.

Note 26
Non-current liabilities - Finance lease

Consolidated

2012 2011
$'000 $'000
Finance lease 392 625
392 625
(a) (b)
Interest rate risk is considered negligible. The carrying amount of the finance lease

liabilities approximates fair value.




Note 27
Non-current liabilities - Deferred tax liabilities

Consolidated

2012 2011
The balance comprises temporary differences attributable to: $'000 $'000
Property plant and equipment revaluation 174,905 267,271
Cash flow hedges - foreign exchange (note 6(c)) 52 -
Net deferred tax liabilities 174,957 267,271
Movements:
Opening balance at 1July 267,271 34,469
Charged to equity related to cash flow hedge — foreign exchange 52 -
Credited to the other comprehensive income (note 6(c)) (93,562) -
Charged to other comprehensive income related to property, plant

and equipment (note 17) 1,196 153,793
Reclassification of DTA/DTL relating to property, plant and
equipment - 79,009
Closing balance at 30 June 174,957 267,271
Note 28
Non-current liabilities - Provisions
Consolidated

2012 2011

$'000 $'000
Employee benefits 4,236 4,409

4,236

4,409




Note 29
Defined benefit plans

(@) Superannuation plan

On commencement on 5 September 2004 of
the 60 year lease with the NSW Government
to operate the NSW interstate main lines,

the Hunter Valley rail corridor and dedicated
metropolitan freight lines to the Sydney ports,

employees previously employed by RIC/SRA and
now currently employed by ARTC are members of

the following defined benefit funds:

® State Authorities Superannuation
Scheme (SASS)
®  State Superannuation Scheme (SSS)

®  State Authorities Non - Contributory
Superannuation Scheme (SANCS)

All the Schemes are closed to new members.

The following sets out details in respect of the
defined benefit section.

(b) Consolidated balance sheet
amounts

The amounts recognised in the Balance Sheet are

determined as follows:

Present value of the defined benefit obligation
Fair value of defined benefit plan assets
Net liability/(asset) in the Balance Sheet

(c) Categories of plan assets

Cash

Equity instruments
Fixed interest securities
Property

Other assets

Total

Consolidated
2012 2011
$'000 $'000
33,435 38,368
(22,232) (32,205)
11,203 6,163
Consolidated
2012 2011
% %
20 5
52 63
7 9
9 10
12 13
100 100

The asset recognised does not exceed the present value of any economic benefits available in the form of

reductions in future contributions to the plan.




Note 29
Defined benefit plans (continved)

(d) Reconciliations Consolidated
2012 2011
$’000 $’000

Reconciliation of the present value of the defined benefit obligation,
which is partly funded:

Balance at the beginning of the year 38,368 36,152
Current service cost 761 791
Interest cost on benefit obligation 1,984 1,840
Contributions by plan participants 424 414
Actuarial losses and (gains) (*) 665 693
Benefits paid (8,767) (1,522)
Balance at the end of the year 33,435 38,368
Reconciliation of the fair value of plan assets:
Balance at the beginning of the year 32,205 29,966
Expected return on plan assets 1,987 1,869
Actuarial (losses) and gains  (*) (4,376) 716
Employer contributions 760 761
Contributions by fund participants 423 415
Benefits paid (8,767) (1,522)
Balance at the end of the year 22,232 32,205
(e) Amounts recognised in Consolidated Income Statement
The amounts recognised in the Consolidated Income Statement are as follows:
Consolidated

2012 2011

$’000 $'000
Current service cost 761 791
Interest cost on benefit obligation 1,984 1,840
Expected return on assets (2,734) (2,561)
Total included in employee benefits expense 11 70
Actual return on plan assets 89 2,522




Note 29
Defined benefit plans (continved)

(f) Amounts recognised in other comprehensive income

Consolidated
2012 2011
$'000 $'000
Cumulative loss/(gain) 9,549 4,508
Net actuarial loss/(gain) recognised (refer to (*) above) 5,041 (23)

(g) Principal actuarial assumptions

The principal actuarial assumptions used (expressed as weighted averages) were as follows:

Consolidated
2012 2011
Discount rate 3.0% 5.3%
Expected rate of return on assets backing current pension liabilities 8.3% 8.3%
Expected rate of return on assets backing other liabilities 7.3% 7.3%
Future salary increases 4.0% 4.0%

The expected rate of return on assets
assumption is determined by weighing the
expected long-term return for each asset class
by the target allocation of assets to each class.
The returns used for each class are net of
investment tax and investment fees.

Under the Aggregate Funding 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.

Total employer contributions expected to be paid

by Group companies for the year ending 30 June
(h) Employer contributions 2013 are $751k.
Employer contributions to the defined
benefit section of the plan are based on
recommendations by the plan’s actuary.

(i) Net financial position of plan

The economic assumptions used by the actuary

The method used to determine the employer
contribution recommendations at the last
actuarial review was the Aggregate Funding
method. The method adopted affects the timing
of the cost to the employer.

to make the funding recommendations were an
expected rate of return on fund assets of 8.6%pa
(FY 2011: 8.6%), a salary increase rate of 2.5%pa
(FY2011: 3.5%) and an inflation rate of 2.5%pa
(FY 2011: 2.5%)



Note 29
Defined benefit plans (continved)

(j] Historic summary

2012 2011 2010 2009 2008
$’'000 $'000 $'000 $'000 $'000
Defined benefit plan obligation (33,435) (38,368) (36,152)  (31,828)  (24,830)
Plan assets 22,232 32,205 29,966 27,599 26,271
Surplus / (deficit) (11,203) (6,163) (6,186) (4,229) 1,441
Experience adjustments arising on plan liabilities 665 693 3,079 3,226 (870)
Experience adjustments arising on plan assets 5,123 (25) (331) 3,430 3,290
Note 30
Contributed equity
2012 2011
(a) Share capital $'000 $/000
Fully paid 2,391,526 1,982,226  mmm
2,391,526 1,982,226
Number of ordinary shares 2,299,775,100 1,890,475,100
(b) Movements in ordinary share capital:
Date Details Number of shares $’000
1July 2010  Opening balance 1,332,275,100 1,424,026
Share Capital issued during the year 558,200,000 558,200
30]June 2011 Balance 1,890,475,100 1,982,226
1July 2011  Opening balance 1,890,475,100 1,982,226
Share capital issued during the year 409,300,000 409,300

30]June 2012 Balance 2,299,775,100 2,391,526




Note 30
Contributed equity (continued)

(c) Ordinary shares

During the financial year the Group has issued
409,300,000 shares at $1 toits shareholder as
part of the Nation Building Rail Investment as

an equity injection announced in the 2010/11
Commonwealth Budget and received in July 2011.
On a show of hands every holder of ordinary
shares present at a meeting in person or by proxy,
is entitled to one vote, and upon a poll each share
is entitled to one vote.

Ordinary shares entitle the holder to participate
in dividends and the proceeds on winding up of
the company in proportion to the number of and
amounts paid on the shares held.

(d) Capital risk management

Management’s objectives when managing
capital are to safeguard their ability to continue
as a going concern, so that they can continue to
provide returns for shareholders and benefits for
other stakeholders and to maintain an optimal
capital structure to reduce the cost of capital.

In managing its capital structure and in accordance
with agreements relating to the take up of the
NSW lease, it has been agreed that the Group

will reinvest any profits in the period to June 2012
rather than making any dividend payments to

its shareholders. The Group is not subject to any
externally imposed capital requirements.

On 18 January 2010 ARTC executed a 3 year
Syndicated Debt Facility agreement with a
consortium of major Australian banks totalling
$550m. As at 30 June 2012, $20m of the funds
had been utilised.

On 20 December 2010 ARTC executed a

7 year bond issue for $200m as a part of the
$750m domestic note program to mature on
20 December 2017.

On 9 and 14 of December 2011 ARTC
executed a 3 year bond issue for $200m
and $100m in AUD as a part of the $750m
domestic note programme to mature on

9 December 2014.

(e) Financial

During July 2011, the Group received an equity
injection of $409.3m as a part of the Nation
Building Rail Investment initiative announced in
the 2010 Commonwealth Budget. In the prior
year in July 2010, the Group received an equity
injection of $558.2m as a part of the Nation
Building Rail investment initiative.

In December 2010, ARTC established AS750m
Australian Dollar Domestic Note programme
under which short and medium term notes
may be issued from time to time up to the
programme limit.

On 20 December 2010 ARTC executed the initial
bond issuance of $200m with a maturity date of
20 December 2017.

On 9 and 14 of December 2011 ARTC executed
the second bond issuance in 2 tranches of $200m
and $100m respectively with a maturity date of
9 December 2014.

ARTC’s dividend holiday has been confirmed to
2013/14 subject to monitoring of ARTC’s financial
position over this period.



Note 31
Other reserves and retained earnings

Consolidated
(a) Other reserves 2012 2011
$’000 $'000
Asset revaluation reserve 882,640 1,103,742
Hedging reserve (3,713) (7)
878,927 1,103,735
Movements:
Other reserves
Balance 1]July 1,103,735 737,844
Asset revaluation reserve - 520,332
Income tax effect of asset revaluation - (153,793)
Asset revaluation reserve - asset disposal (3,985) -
Income tax effect of asset revaluation reserve asset disposal 1,196 -
Reversal of asset revaluation reserve (311,874) -
Income tax effect of reversal of asset revaluation 93,562 -
Asset revaluation reserve adjustment - (628)
Hedge reserve - foreign exchange 106 (20)
Hedge liability interest rate swap (3,813) -
Balance 30 June 878,927 1,103,735
(b) Retained earnings
Movements in retained earnings were as follows: Consolidated
2012 2011
$'000 $'000
Balance 1]July 286,969 335,963
(Loss)/profit for the year (219,927) (49,638)
Actuarial (losses)/gains on defined benefit plans (5,041) 23
Transfer from reserves 3,985 628
Tax effect on defined benefit fund (note 17) 1,512 (7)
Balance 30 June 67,498 286,969

(c) Nature and purpose of
other reserves

(i) Asset revaluation reserve

The property, plant and equipment revaluation
reserve is used to record increments and
decrements on the revaluation of non current
infrastructure assets.

(ii) Hedging reserve - cash flow hedges

The hedging reserve comprises the effective
portion of the cumulative net change in the fair
value of cash flow hedging instruments related to
hedged transactions that have not yet occurred.
Amounts are reclassified to profit or loss when
the associated hedged transaction affects profit
or loss.




Note 32

Directors and Key Management Personnel disclosures

(a) Directors

The following persons were
Directors of ARTC during the
financial year:

(i) Chairman - non executive
® JRCaldon

(ii) Executive Director
® JFullerton
Chief Executive Officer

(iii) Non executive Directors
® | DiBartolomeo

® | Briggs

(commenced

10 November 2011)

G Brown

P Catty

B Cotter

G D Walters

(ceased 15 August 2011)

(b) Key Management Personnel

The following persons were Key Management Personnel of ARTC

during the financial year:

Chief Executive Officer
J Fullerton

Chief Financial Officer
AJ Bishop

Executive General Manager
Strategy & Growth
S Ormsby

Executive General Manager
Technical Services
M van de Worp

Executive General
Manager People Culture
and Development
JMcAullife

Executive General Manager
Special Projects
W JJames

General Counsel and Company
Secretary
G Carney

Executive General Manager
Interstate Network
T Ryan

Executive General Manager
Hunter Valley
A Mackenzie

(c) Remuneration of Directors and Key Management Personnel

Short-term employee benefits

Post-employment benefits

Consolidated
2012 2011
$ $
3,424,827 3,779,925
174,417 788,062
3,599,244 4,567,987

Remuneration of Directors and Key

Management Personnel

The list of Directors and Key Management
personnel of the Group who were paid, or
were due to be paid, remuneration (including
brokerage, commissions, bonuses and salaries

but excluding payments in connection with their
retirement), or indirectly, from the Group are

shown above. The total of all remuneration paid,
or due and payable, directly or indirectly, from
the Group to the Directors and Key Management
Personnel was $3,599,244 (2011: $4,567,987).



Note 33
Remuneration of auditors

(a) Assurance services Consolidated
2012 2011
$ $

(i) Audit services
The following total remuneration was received or is due and receivable,
by the Australian National Audit Office in respect of its services,
including those performed by its contractors KPMG
Auditing the financial report of the entity in the consolidated group 231,000 225,000
Total remuneration for audit services 231,000 225,000

Other assurance services
The following total remuneration was received or is due and
receivable, by the Australian National Audit Office in respect of its
services, including those performed by its contractors KPMG
Fees for Auslink Grant Audit 8,300 6,500
Total remuneration for audit related services 8,300 6,500

(ii) Other services
Other non audit services 7,060 52,235
Total remuneration for other services 7,060 52,235

Note 34

Contingencies

Contingent liabilities and contingent assets a contractual arrangement in place and the
The consolidated entity accounts for costs income is virtually certain of being received.
associated with rectifying rail access related As aresult, certain potential insurance and
incidents following their occurrence. Income or other recoveries have not been recognised
from subsequent insurance and other atyear end, as their ultimate collection is not

recoveries is only recognised when there is considered virtually certain.




Note 35
Commitments

(a) Capital commitments

At 30 June 2012, the Group has commitments
in the order of $0.6b relating to the
substantial investment program that the
Group will be undertaking in the North-South
and Hunter Valley interstate corridor in the
coming years.

The scope of the work is over a range of projects
along the corridor, with the focus on repairing,
renovating and rebuilding the rail infrastructure
assets to address rail’s performance on the corridor.

Capital expenditure contracted for at the
reporting date but not recognised as liabilities is
as follows:

Property, plant and equipment

Payable:

Within one year

Later than one year but not later than five years
Later than five years

Consolidated
2012 2011
$'000 $'000
555,149 973,237
75,149 262,378
630,298 1,235,615

Commitments include $0.2b (2011: $0.8b) of capital improvement projects for which an equity
contribution was received. These projects are not contractually committed to be completed.

(b) Lease commitments : Group
company as lessee

The Group leases various offices and
warehouses under operating leases expiring
within one to eight years. The leases have

varying terms, escalation clauses and renewal

rights. On renewal, the terms of the leases
are renegotiated.

The Group also leases motor vehicles under

operating leases.

Commitments in relation to leases contracted for at the end of each
reporting period but not recognised as liabilities, payable:

Within one year
Later than one year but not later than five years
Later than five years

Consolidated
2012 2011
$'000 $'000
5,283 4,859
7,747 8,339
1,553 2,244

14,583

15,442




Note 35
Commitments (continved)

(i) Finance leases within seven years. Under the terms of the
The Group leases various plant and leases, the Group has the option to acquire the
equipment with a carrying amount of $1.0m leased assets for the agreed residual value on
(2011 - $1.1m) under finance leases expiring expiry of the leases.
Consolidated
2012 2011
Notes $'000 $'000

Commitments in relation to finance leases are
payable as follows:

Within one year 261 261
Later than one year but not later than five years 422 683
Later than five years - -
Minimum lease payments 683 944
Future finance charges (58) (110)
Recognised as a liability 625 834
Representing lease liabilities: _—
Current 23 233 209
Non-current 26 392 625

625 834

The weighted average interest rate implicit in the leases is 6.98%.

(c) Lease commitments : where the Group is the lessor

The Group has entered into various property leases with terms of the lease ranging from 1 year to indefinite.

The future minimum lease payments receivable under operating leases are as follows:

Consolidated
2012 2011
$'000 $'000
Within one year 4,831 3,662
Later than one year and not later than five years 11,306 10,600
Later than five years 13,027 13,820

29,164 28,082




Note 36
Related party disclosures

(a) Ultimate controlling entity

ARTC is the ultimate Australian parent
entity within the Group and the ultimate
controlling entity of the Group is the
Commonwealth Government.

(b) Directors

A Director related entity includes any legal,
administrative or fiduciary arrangement,
organisational structure or other party,
including a person, having the capacity to
deploy equity instruments in order to achieve
objectives. The entity must be under joint or
overall control or significant influence of a
Director or his/her related parties.

Other than those listed below there were no

Note 37
Subsidiaries

other related party transactions with Directors
at year end. (2011: $ nil)

ARTC Director, Mr. L Di Bartolomeo is a Director
of Downer EDI Limited, a firm that the Group
has a commercial relationship with. As a non
executive Director he has no direct involvement
in the specific bidding process of its operating
divisions. The Group deals with Downer EDI and
its operating divisions under normal commercial
terms and conditions.

ARTC Director, Mr G Walters is Non-Executive
Chair of Westpac’s SA Executive Committee.
Westpac is one of four banks that provide a
Syndicated Debt Facility to the Group and is the
appointed Agent on behalf of that Syndicate.

There were no loans to Directors at year end
(2011:5nil).

The consolidated financial statements incorporate the assets, liabilities and results of the following
principal subsidiaries in accordance with the accounting policy described in note 1(d).

Name of entity

ARTC Services Company Pty Ltd
Standard Gauge Company Pty Ltd

Country of
incorporation Equity holding
2012 2011
% %
Australia 100 100
Australia 100 100



Note 38

Economic dependency
A significant level of the Group’s track access this revenue, the Group would find it difficult to
revenue relates to a single rail operator. If not for maintain the current level of revenue and profit.

Note 39
Significant events after the balance date

(a) Equity injection 2010 Federal Budget to invest further equity
in ARTC to build on existing investment

The Group received in July 2012 an equity strategies and deliver productivity benefits to

injection of $116.7m from the Commonwealth the overall economy through investment in

Government as per its announcement in the transport infrastructure.




Note 40
Reconciliation of profit after income tax to net cash inflow from operating activities

Consolidated
2012 2011
$'000 $'000
(Loss) for the year (219,927) (49,638)
Adjustments for:
Depreciation 135,984 93,746
Amortisation 1,582 1,417
Recognition of impairment loss 290,206 434,235
The recognition of deferred income attributable to financing activities (25,161) (20,332)
Net loss/(gain) on sale of non-current assets 5,894 1,253
Net finance costs 18,527 11,690
Income tax 54,357 (249,435)
Operating profit before changes in working capital and provisions 261,462 222,936
Change in trade debtors and other receivables 41,951 (56,684)
Change in taxes receivable 11,105 7,450
Change in inventories 2,565 222
Change in other current assets 17,654 (2,183)
Change in trade and other payables (34,262) 31,103
Change in other liabilities 14 (195)
Change in provisions 5,436 2,932
Income tax received prior year adjustment - 348
Interest paid (52) (66)

Net cash inflow (outflow) from operating activities 305,873 205,863




Note 41
Parent Entity financial information

(a) Summary financial information

The individual financial statements for the parent entity (Australian Rail Track Corporation) show the

following aggregate amounts:

Balance sheet
Current assets

Non-current assets
Total assets

Current liabilities
Non-current liabilities
Total liabilities

Net assets

Shareholders’ equity

Contributed equity

Reserves

Retained earnings

Capital and reserves attributable to owners of
Australian Rail Track Corporation Ltd

Totalincome

Total expenses

Finance costs - net

Income tax (expense)/benefit
Profit or loss for the year

Other comprehensive income

Cash flow hedge charged to equity - interest rate swap

Net changes in fair value of cashflow hedges transferred to
profit and loss

Changes in the fair value of cash flow hedges

Actuarial (losses)/gains on defined benefit fund obligations

Revaluation of property plant and equipment

Income tax effect of revaluation

Reversal of revaluation property plant and equipment

Income tax effect of reversal of revaluation

Income tax effect on defined benefit fund obligations

Other comprehensive income for the year, net of tax

Total comprehensive income

Parent entity
2012 2011
$'000 $'000
175,321 345,465
4,519,376 4,147,630
4,694,697 4,493,095
253,026 255,522
1,110,743 871,415
1,363,769 1,126,937
3,330,928 3,366,158
2,391,526 1,982,226
878,927 1,103,735
60,475 280,197
3,330,928 3,366,158
690,123 683,199
(837,418) (976,029)
(18,527) (11,756)
(54,357) 249,435
(220,179) (55,151)
(3,813) -
7 (13)
99 7)
(5,041) 23
- 520,332
1,196 (153,793)
(311,874) -
93,562 -
1,512 (7)
(224,352) 366,535
(444,531) 311,384




Note 41

Parent Entity financial information (continved)

(b) Contingent liabilities of the
parent entity

The parent entity accounts for costs associated
with rectifying rail access related incidents
following their occurrence. Income from
subsequent insurance and other recoveries is
only recognised when there is a contractual
arrangement in place and the income is probable
of being received. As a result, certain potential
insurance and or other recoveries have not

been recognised at year end, as their ultimate
collection is not considered probable.

(c) Contractual commitments for
the acquisition of property, plant or
equipment

As at 30 June 2012, the parent entity had
contractual commitments for the acquisition

of property, plant or equipment totalling $0.1b
(30 June 2011 - $0.4b). These commitments are
not recognised as liabilities as the relevant assets
have not yet been received.



DIRECTORS’ DECLARATION

30 June 2012
In the Directors’ of Australian Rail Track Corporation Ltd’s (“ the consolidated entity”) opinion:

(a) the consolidated financial statements and notes set out on pages 53 to 112 are in
accordance with the Corporations Act 2001, including:

(i) complying with Accounting Standards, the Corporations Regulations 2001 and other
mandatory professional reporting requirements, and

(ii) giving a true and fair view of the consolidated entity’s financial position as at 30 June
2012 and of its performance, as represented by the results of its operations, changes in
equity and its cash flows, for the financial year ended on that date;

(b) the financial statements and notes set out on pages 53 to 112 are also in accordance with
the international financial reporting standards issued by the International Accounting

Standards Board; and

(c) there are reasonable grounds to believe that the Australian Rail Track Corporation Ltd will
be able to pay its debts as and when they become due and payable.

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

%@\J\

J Caldon
Director

Signed in Newcastle
On the 30th day of August 2012
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Australian National

Audit Office

INDEPENDENT AUDITOR'S REPORT
To the members of the Australian Rail Track Corporation Litd

I have audited the accompanying financial report of the Australian Rail Track Corporation
Ltd consolidated entity, which comprises the Consolidated Balance Sheet as at 30 June
2012, the Consolidated Income Statement, the Consolidated Statement of Comprehensive
Income, the Statement of Changes in Equity, and the Consolidated Statement of Cash
Flows for the year then ended, Notes to the Consolidated Financial Statements, comprising
a summary of significant accounting policies and other explanatory information, and the
Directors’ Declaration of the consolidated entity comprising the Australian Rail Track
Corporation Ltd and the entities it controlled at the year's end, or from time to time during
the financial year.

Directors’ Responsibility for the Financial Report

The directors of the Australian Rail Track Corporation Ltd are responsible for the
preparation of the financial report that gives a true and fair view in accordance with
Australian Accounting Standards and the Corporations Act 200! and for such internal
control as the directors determine is necessary to enable the preparation of the financial
report that is free from material misstatement, whether due to fraud or error,

Auditor’s Responsibility

My responsibility is to express an opinion on the financial report based on my audit.
I have conducted my audit in accordance with the Australian National Audit Office
Auditing Standards, which incorporate the Australian Auditing Standards. These Auditing
Standards require that I comply with relevant ethical requirements relating to audit
engagements and plan and perform the audit to obtain reasonable assurance about whether
the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial report. The procedures selected depend on the auditor's
judgement, including the assessment of the risks of material misstatement of the financial
report, whether due to fraud or error. In making those risk assessments, the auditor
considers intemal control relevant to the Australian Rail Track Cormporation Ltd’s
preparation of the financial report that gives a true and fair view in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Australian Rail Track Corporation Ltd’s internal
control. An audit also includes evaluating the appropriateness of the accounting policies
used and the reasonableness of accounting estimates made by the directors, as well as
evaluating the overall presentation of the financial report.

GPO Box 70T CANBERRA ACT 2601
19 Mational Circult BARTON ACT 2600
Phone (02) 6203 7300 Fax (02) 6203 7777




I believe that the audit evidence I have obtained is sufficient and appropriate to provide a
basis for my audit opinion.

Independence

In conducting my audit, I have complied with the independence requirements of the
Corporations Act 2001

Opinion
In my opinion:

(a) the financial report of the Australian Rail Track Corporation Ltd is in accordance with
the Corporations Act 2001, including:

(i) giving a true and fair view of the consolidated entity’s financial position as at
30 June 2012 and of its performance for the year ended on that date; and

{i1) complying with Australian Accounting Standards (including the Australian
Accounting Interpretations) and the Corporations Regulations 2001; and

(b) the consolidated financial report also complies with Intemational Financial Reporting
Standards as disclosed in Note 1{a)(i).

Australian National Audit Office

Executive Director ﬁ

Delegate of the Auditor-General

Canberra
30 August 2012
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