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22. Reserves 

Challenger Infrastructure Fund
Challenger Infrastructure Trust 

Group

30-Jun-10 30-Jun-09 30-Jun-10 30-Jun-09

$’000 $’000 $’000 $’000

Cashflow hedge reserve (36,463) (56,604) (36,463) (56,604)
Capital distribution reserve (338,045) (292,250) (7,016) (7,016)
Foreign currency translation reserve (51,039)  36,325 (52,168)  35,196 

Total reserves (425,547) (312,529) (95,647) (28,424)

Movements in reserves:
Cashflow hedge reserve
Opening balance (56,604)  3,643 (56,604)  3,643 
Transfer of (gain)/loss to Income Statement  -   3,753  -   3,753 

Changes in fair value (net of interest payments in income statement)  20,141 (64,000)  20,141 (64,000)

Closing balance (36,463) (56,604) (36,463) (56,604)

Capital distribution reserve
Opening balance (292,250) (220,614) (7,016) (4,339)
Distributions transferred to (accumulated losses) (45,795) (71,636)  -  (2,677)
Closing balance (338,045) (292,250) (7,016) (7,016)

Foreign currency translation reserve
Opening balance  36,325 (7,581)  35,196 (6,311)
Foreign currency translation (87,364)  43,271 (87,364)  33,594 
Transfer of (gain)/loss to Income Statement  -   635  -   7,913 

Closing balance (51,039)  36,325 (52,168)  35,196 
 
 
 
Nature and purpose of reserves 
 
Cash flow hedge reserve 
The cash flow hedge reserve comprises the effective portion of the cumulative net change in the fair value of 
cash flow hedging instruments. 
 
Capital distribution reserve 
This reserve is used to record amounts transferred to/from reserves on distribution resulting from distributions 
paid in excess of retained profits at year end. 
 
Foreign currency translation reserve 
This reserve comprises all foreign exchange differences arising from the translation of the financial statements 
of foreign operations where their functional currency is different to the presentation currency of the Fund. 
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23. Retained profits/(Accumulated losses) 

Challenger Infrastructure Fund
Challenger Infrastructure Trust 

Group

30-Jun-10 30-Jun-09 30-Jun-10 30-Jun-09

$’000 $’000 $’000 $’000

Opening balance (226,679) (86,900) (296,852) (177,405)
Net profit/(loss) after tax attributable to securityholders (210,712) (139,779) (147,941) (119,447)
Distributions declared (45,795) (71,636)  -  (2,677)
Amounts transferred (to)/from capital distribution reserve  45,795  71,636  -   2,677 

Closing balance (437,391) (226,679) (444,793) (296,852)  
 
 
24. Segment information 

Operating segments have been determined based on the reports reviewed by CIF’s manager CMSL that are 
used in assessing performance and making strategic decisions. 
 
The manager (CMSL) considers CIF from a business segment perspective. Management considers the 
business performance of Inexus and LBC as these are the sources of CIF’s major risks and returns. Challenger 
Infrastructure Fund has 3 segments comprising Inexus, LBC and Fund. Challenger Infrastructure Trust Group 
has 2 segments comprising Inexus and LBC.  
 
Business segments 
 
Inexus 
Inexus is involved in the design, construction, ownership, operation and maintenance of utility networks and 
associated site infrastructure, serving new housing developments throughout the UK. 
 
LBC 
LBC is an independent operator of storage terminals for chemicals globally. 
 
Fund 
Fund segment includes other activities conducted by the Fund including management of the Fund.  
 
The accounting policies of the operating segments are the same as those described in the summary of 
significant accounting policies. 
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24.   Segment information (continued) 
 

Challenger Infrastructure Fund Inexus LBC Fund TOTAL

Year ended 30 June 2010 $’000 $’000 $’000 $’000

Revenue
Interest income  5  4,114  7,869  11,988 
Dividend income  -   -   482  482 
Revenue from external customers 2  107,572  269,592  -   377,164 
Total segment revenue  107,577  273,706  8,351  389,634 
Operating expenses and cost of sales (28,833) (135,430) (22,243) (186,506)
Earnings before interest, taxation, depreciation, amortisation and 
fair value movements  78,744  138,276 (13,892)  203,128 

Depreciation and amortisation (14,459) (47,122)  -  (61,581)
Financing costs (56,900) (50,562) (12,400) (119,862)
Profit/(loss) from operating activities  7,385  40,592 (26,292)  21,685 

Total unrealised and realised gains/(losses) (134,609)  9,003 (59,041) (184,647)
Impairment charge  -  (60,389)  -  (60,389)
Total other fair value movements (134,609) (51,386) (59,041) (245,036)

Profit/(loss) before tax (127,224) (10,794) (85,333) (223,351)
Income tax benefit/(expense) (3,903) (28,040)  4,145 (27,798)
Profit/(loss) after tax (131,127) (38,834) (81,188) (251,149)

Total assets per balance sheet 1  1,176,436  1,366,947  223,868  2,767,251 
Total liabilities per balance sheet  1,245,052  1,084,146  23,514  2,352,712  

 

1 Total Fund segment assets includes $219.2m of cash and cash equivalents.  
 

Challenger Infrastructure Fund Inexus LBC Fund TOTAL

Year ended 30 June 2009 $’000 $’000 $’000 $’000

Revenue
Interest income  223  1,788  3,436  5,447 
Dividend income  -   -   45,615  45,615 
Revenue from external customers 2  105,259  330,717  -   435,976 
Total segment revenue  105,482  332,505  49,051  487,038 
Operating expenses and cost of sales (34,068) (192,771) (5,888) (232,727)
Earnings before interest, taxation, depreciation, amortisation and 
fair value movements  71,414  139,734  43,163  254,311 

Depreciation and amortisation (16,299) (52,044)  -  (68,343)
Financing costs (59,365) (57,856) (28,732) (145,953)
Profit/(loss) from operating activities (4,250)  29,834  14,431  40,015 

Total unrealised and realised gains/(losses) (8,826) (21,369) (86,810) (117,005)
Impairment charge  -  (102,494)  -  (102,494)
Total other fair value movements (8,826) (123,863) (86,810) (219,499)

Profit/(loss) before tax (13,076) (94,029) (72,379) (179,484)
Income tax benefit/(expense)  4,248 (10,517)  11,286  5,017 
Profit/(loss) after tax (8,828) (104,546) (61,093) (174,467)

Total assets per balance sheet  1,255,187  1,592,971  512,353  3,360,511 
Total liabilities per balance sheet  1,209,875  1,191,115  151,656  2,552,646  
 
2 There is nil intersegment revenue 
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24. Segment information (continued) 
 
Challenger Infrastructure Trust Group Inexus LBC Total Segments Reconciliation TOTAL

Year ended 30 June 2010 $’000 $’000 $’000 $’000 $’000

Revenue
Interest income  5  4,114  4,119  211  4,330 
Revenue from external customers 1  107,572  269,592  377,164  -   377,164 

Total segment revenue  107,577  273,706  381,283  211  381,494 
Operating expenses and cost of sales (28,833) (135,430) (164,263) (40) (164,303)
Earnings before interest, taxation, 
depreciation, amortisation and fair value 
movements  78,744  138,276  217,020  171  217,191 

Depreciation and amortisation (14,459) (47,122) (61,581)  -  (61,581)
Financing costs (56,900) (50,562) (107,462) (3,406) (110,868)
Profit/(loss) from operating activities  7,385  40,592  47,977 (3,235)  44,742 

Total unrealised and realised gains/(losses) (134,609) 9,003 (125,606) (19,429) (145,035)
Impairment charge  -  (60,389) (60,389)  -  (60,389)
Total other fair value movements (134,609) (51,386) (185,995) (19,429) (205,424)

Profit/(loss) before tax (127,224) (10,794) (138,018) (22,664) (160,682)
Income tax benefit/(expense) (3,903) (28,040) (31,943)  4,247 (27,696)
Profit/(loss) after tax (131,127) (38,834) (169,961) (18,417) (188,378)

Total assets per balance sheet 1,176,436 1,366,947 2,543,383  9,328 2,552,711 
Total liabilities per balance sheet  1,245,052  1,084,146  2,329,198  672,949  3,002,147  
 
Challenger Infrastructure Trust Group Inexus LBC Total Segments Reconciliation TOTAL

Year ended 30 June 2009 $’000 $’000 $’000 $’000 $’000

Revenue
Interest income  223  1,788  2,011  91  2,102 
Revenue from external customers 1  105,259  330,717  435,976  -   435,976 
Total segment revenue  105,482  332,505  437,987  91  438,078 
Operating expenses and cost of sales (34,068) (192,771) (226,839)  -  (226,839)
Earnings before interest, taxation, 
depreciation, amortisation and fair value 
movements  71,414  139,734  211,148  91  211,239 

Depreciation and amortisation (16,299) (52,044) (68,343)  -  (68,343)
Financing costs (59,365) (57,856) (117,221) (37,804) (155,025)
Profit/(loss) from operating activities (4,250)  29,834  25,584 (37,713) (12,129)

Total unrealised and realised gains/(losses) (8,826) (21,369) (30,195) (5,440) (35,635)
Impairment charge  -  (102,494) (102,494)  -  (102,494)
Total other fair value movements (8,826) (123,863) (132,689) (5,440) (138,129)

Profit/(loss) before tax (13,076) (94,029) (107,105) (43,153) (150,258)
Income tax benefit/(expense) 4,248 (10,517) (6,269)  2,392 (3,877)
Profit/(loss) after tax (8,828) (104,546) (113,374) (40,761) (154,135)

Total assets per balance sheet  1,255,187  1,592,971  2,848,158  8,815  2,856,973 
Total liabilities per balance sheet 1,209,875 1,191,115 2,400,990  648,484 3,049,474  

 

1 There is nil intersegment revenue 
 
The reconciliation column represents Fund level transactions within the CIF group.
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24. Segment information (continued) 
 
Revenue from external customers by geographical locations is detailed below. Revenue is attributed to 
geographic location based on the location of the customers. 

Challenger Infrastructure Fund Challenger Infrastructure
Trust Group

30-Jun-10 30-Jun-09 30-Jun-10 30-Jun-09

$’000 $’000 $’000 $’000

UK  107,572  105,259  107,572  105,259 
Europe  163,449  198,772  163,449  198,772 
USA  98,842  120,872  98,842  120,872 
Other countries  7,301  11,073  7,301  11,073 
Total revenue  377,164  435,976  377,164  435,976  
 
 
25. Derivative financial instruments 

Derivative financial instruments are used by CIF in the normal course of business in order to hedge exposure to 
fluctuations in foreign exchange, interest rate and inflation rate exposures. 
 
On 16 December 2009, Inexus refinanced its debt facility to August 2012. The extension of the facilities 
maturity also encompasses the interest rate and inflation linked swaps.  
 
The following table provides information on the derivative financial instruments at balance date. 

Challenger Infrastructure Fund
Challenger Infrastructure Trust 

Group

30-Jun-10 30-Jun-09 30-Jun-10 30-Jun-09

$’000 $’000 $’000 $’000

Derivative financial assets
Foreign currency contracts
- Fund FX hedges  -   61,320  -   6,950 
- LBC FX hedges  -   952  -   952 

Total derivative financial assets  -   62,272  -   7,902 

Derivative financial assets can be classified as follows:  -  
- Due within 1 year  -   5,636  -   5,636 
- Due greater than 1 year  -   56,636  -   2,266 

Total derivative financial assets  -   62,272  -   7,902 

Derivative financial liabilities
Foreign currency contracts
- LBC FX hedges (8,949)  -  (8,949)  -  
Interest rate hedges
- LBC interest rate hedges (45,383) (50,476) (45,383) (50,476)
- Inexus interest rate hedges (23,954) (4,431) (23,954) (4,431)
Inflation hedges - Inexus (242,670) (145,555) (242,670) (145,555)

Total derivative financial liabilities (320,956) (200,462) (320,956) (200,462)

Derivative financial liabilities can be classified as follows:

- Due within 1 year (39,676) (20,108) (39,676) (20,108)
- Due greater than 1 year (281,280) (180,354) (281,280) (180,354)

Total derivative financial liabilities (320,956) (200,462) (320,956) (200,462)  
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25. Derivative financial instruments (continued) 
 
Instruments used by CIF 
 
a) Forward currency contracts fair valued through income statement 
 
CIF has foreign currency exposure as a result of its GBP investments in Inexus and EUR investment in LBC.  
In addition, LBC has transactional currency exposure from its USD operations.   
 
CIF had foreign currency hedges during the year with external counterparties to hedge its GBP investments in 
Inexus and EUR investment in LBC within predefined currency risk management policies set by the 
Infrastructure Investment Committee. CIF’s foreign exchange policy is to hedge between 0%-50% of the funds 
foreign currency net asset value. All CIF Fund level hedging was closed out during the year. 
 
LBC Group has entered into foreign currency hedges to partially hedge US denominated net cash flows from its 
US and Asia operations into EUR. These hedges expire between July 2010 and July 2012. 
 
CIF is required to fair value these hedges with movements in fair value taken to the income statement. Details 
of outstanding foreign exchange contracts as at 30 June 2010 are as follows: 
 

Challenger Infrastructure Fund Notional/ Principal contract value Average Exchange Rate

30-Jun-10 30-Jun-09 30-Jun-10 30-Jun-09

$’000 $’000 $’000 $’000

Buy AUD/Sell GBP
CIF Investment Trust 1  -   220,001  -  0.3993
CIF Inexus Aust Hold Co  -   36,315  -  0.4141

Buy AUD/Sell EUR
CIF Investment Trust 1  -   133,247  -  0.4863

Buy EUR/Sell USD
Challenger LBC Terminals Jersey Limited  74,256  107,391 1.3958 1.3906

Challenger Infrastructure Trust Group Notional/ Principal contract value Average Exchange Rate

30-Jun-10 30-Jun-09 30-Jun-10 30-Jun-09

$’000 $’000 $’000 $’000

Buy AUD/Sell GBP
CIF Inexus Aust Hold Co  -   36,315  -  0.4141

Buy EUR/Sell USD
Challenger LBC Terminals Jersey Limited  74,256  107,391 1.3958 1.3906
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25. Derivative financial instruments (continued) 
 
b)  Interest rate swaps fair valued  
 
CIF hedges against interest rate risk by using interest rate swaps. A swap transaction obliges the two parties to 
the contract to exchange a series of cash flows at specified intervals known as payment or settlement dates. 
 
CIF hedges a significant portion of its variable interest rate exposures arising from interest bearing liabilities 
held by its subsidiaries using interest rate swaps. The change in fair value of the interest rate swaps are taken 
directly to the cash flow hedge reserve. 
 
The following interest rate swaps have been fair valued through the cash flow hedge reserve: 
 

Challenger Infrastructure Fund Notional/ Principal 
contract value

Fixed interest rate Floating interest rate Contractual maturity 
date

30-Jun-10

Interest rate swaps - LBC USD$352.0m 5.00% 6mth LIBOR  1 June 2012

€65.0m 4.34% 6mth EURIBOR  1 June 2012

USD$47.4m 4.65% 6mth LIBOR  1 June 2012
€11.6m 4.00% 1mth EURIBOR  1 June 2012

€23.5m 4.00% 1mth EURIBOR  1 June 2012

Challenger Infrastructure Fund Notional/ Principal 
contract value

Fixed interest rate Floating interest rate Contractual maturity 
date

30-Jun-09

Interest rate swaps - LBC USD$352.0m 5.00% 6mth LIBOR  1 June 2012

€65.0m 4.34% 6mth EURIBOR  1 June 2012

USD$47.4m 4.65% 6mth LIBOR  1 June 2012

€11.6m 4.00% 1mth EURIBOR  1 June 2012

€23.5m 4.00% 1mth EURIBOR  1 June 2012

Challenger Infrastructure Trust Group Notional/ Principal 
contract value

Fixed interest rate Floating interest rate Contractual maturity 
date

30-Jun-10

Interest rate swaps - LBC USD$352.0m 5.00% 6mth LIBOR  1 June 2012

€65.0m 4.34% 6mth EURIBOR  1 June 2012

USD$47.4m 4.65% 6mth LIBOR  1 June 2012

€11.6m 4.00% 1mth EURIBOR  1 June 2012

€23.5m 4.00% 1mth EURIBOR  1 June 2012

Challenger Infrastructure Trust Group Notional/ Principal 
contract value

Fixed interest rate Floating interest rate Contractual maturity 
date

30-Jun-09

Interest rate swaps - LBC USD$352.0m 5.00% 6mth LIBOR  1 June 2012

€65.0m 4.34% 6mth EURIBOR  1 June 2012

USD$47.4m 4.65% 6mth LIBOR  1 June 2012

€11.6m 4.00% 1mth EURIBOR  1 June 2012

€23.5m 4.00% 1mth EURIBOR  1 June 2012

 
 

Challenger Infrastructure Fund and Challenger Infrastructure Trust Group hold interest rate swaps fair valued 
through the cash flow hedge reserve via LBC’s 50% interest in the Sogestrol Joint Venture. The proportionally 
consolidated notional value of these swaps is €5.5m with maturities ranging from June 2011 to January 2017. 
The weighted average fixed rate on the swaps is 4.93% with floating rates derived from 1 month and 3 month 
EURIBOR.  
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25. Derivative financial instruments (continued) 
 
The following interest rate swap has been fair valued through the income statement: 
 

Challenger Infrastructure Fund

30-Jun-10

Interest rate swap - Inexus £83.8m 5.04% 6mth LIBOR  30 August 20301

Challenger Infrastructure Fund

30-Jun-09

Interest rate swap - Inexus £83.8m 4.58% 6mth LIBOR  30 August 20301

Challenger Infrastructure Trust Group

30-Jun-10

Interest rate swap - Inexus £83.8m 5.04% 6mth LIBOR  30 August 20301

Challenger Infrastructure Trust Group

30-Jun-10

Interest rate swap - Inexus £83.8m 4.58% 6mth LIBOR  30 August 20301

Notional/ Principal 
contract value

Fixed interest rate Floating interest rate Contractual maturity 
date

Notional/ Principal 
contract value

Fixed interest rate Floating interest rate Contractual maturity 
date

Contractual maturity 
date

Fixed interest rate Floating interest rate Contractual maturity 
date

Notional/ Principal 
contract value

Notional/ Principal 
contract value

Fixed interest rate Floating interest rate

 
 
1 There is a mandatory termination date for Inexus interest rate and inflation linked swaps of 31 August 2012 
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25. Derivative financial instruments (continued) 
 
c)   Inflation linked swaps fair valued through the income statement 
 
Challenger Infrastructure Investment Trust Group matches the inflation risk of its revenue streams in Inexus 
with the use of an inflation rate swap contract. The change in fair value of the inflation-linked swap is taken 
directly to the income statement. 
 
Details of swaps as at reporting date are as follows: 

Challenger Infrastructure Fund

30-Jun-10

Inflation-linked swaps - Inexus £117.5m 3.11% pa on accruing balance 6mth LIBOR  30 August 20301

£83.8m 2.86% pa on accruing balance 6mth LIBOR  30 August 20301

£50.0m 2.46% pa on accruing balance 6mth LIBOR  30 August 20301

Challenger Infrastructure Fund

30-Jun-09

Inflation-linked swaps - Inexus £167.5m 2.31% pa on accruing balance 6mth LIBOR  30 August 2030

£83.8m 1.83% pa on accruing balance 6mth LIBOR  30 August 2030

Challenger Infrastructure Trust Group

30-Jun-10

Inflation-linked swaps - Inexus £117.5m 3.11% pa on accruing balance 6mth LIBOR  30 August 20301

£83.8m 2.86% pa on accruing balance 6mth LIBOR  30 August 20301

£50.0m 2.46% pa on accruing balance 6mth LIBOR  30 August 20301

Challenger Infrastructure Trust Group

30-Jun-09

Inflation-linked swaps - Inexus £167.5m 2.31% pa on accruing balance 6mth LIBOR  30 August 2030

£83.8m 1.83% pa on accruing balance 6mth LIBOR  30 August 2030

Notional/ Principal 
contract value

Contractual maturity 
date

Notional/ Principal 
contract value

Floating interest 
rate

Contractual maturity 
date

Fixed real interest rate

Fixed real interest rate

Floating interest 
rate

Notional/ Principal 
contract value

Floating interest 
rate

Contractual maturity 
date

Notional/ Principal 
contract value

Floating interest 
rate

Contractual maturity 
date

Fixed real interest rate

Fixed real interest rate

 
 
1 There is a mandatory termination date for Inexus interest rate and inflation linked swaps of 31 August 2012. 
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26. Financial instruments  

Fair value measurements  
 
Financial instruments measured at fair value are categorised under a three level hierarchy, reflecting the 
availability of observable market inputs when estimating the fair value. If different levels of inputs are used to 
measure a financial instrument’s fair value, the classification within the hierarchy is based on the lowest level 
input that is significant to the fair value measurement. The three levels are: 
 
• Level 1 - valued by reference to quoted prices in active markets for identical assets or liabilities;  
• Level 2 - valued using inputs other than quoted prices included within level 1 that are observable for the 

asset or liability, either directly (as prices) or indirectly (derived from prices); or 
• Level 3 - valued using valuation techniques or models that are based on unobservable inputs. 
 
LBC foreign currency hedges and interest rate hedges are included in Level 2 on the basis that the spot and 
forward interest rates and foreign exchange rates utilised to value these instruments are observable directly or 
indirectly. 
 
Inexus interest rate hedges and inflation hedges are included in Level 3 on the basis that the valuation 
techniques adopted are based on significant unobservable inputs. Inexus interest rate hedges and inflation 
hedges are subject to a credit spread adjustment which is not based on observable market inputs.  
 
The fair value of Inexus interest rate hedges is calculated using an internal valuation model with the following 
inputs: 

► long term zero coupon bond curve derived from the swap rate curve which is adjusted for zero coupons 
► credit spread adjustment amortised over the period to the next mandatory termination date  

 
The fair value of inflation hedges is calculated using an internal valuation model with the following inputs: 

► long term zero coupon bond curve derived from the swap rate curve which is adjusted for zero coupons 
► credit spread adjustment amortised over the period to the next mandatory termination date  
► UK Retail Price Index (RPI) sourced from market data 
► long term zero coupon inflation swap rates sourced from market data 

 
The credit spread adjustment is based on management’s assumptions which have reference to market 
observable market inputs. 
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26.    Financial instruments (continued) 
 
The following table presents CIF's financial assets and liabilities measured at fair value according to this 
measurement criteria.  

Challenger Infrastructure Fund Level 1 Level 2 Level 3 Total

30-Jun-10 $’000 $’000 $’000 $’000

Financial liabilities
Foreign currency contracts
- LBC FX hedges  -  (8,949)  -  (8,949)
Interest rate hedges
- LBC interest rate hedges  -  (45,383)  -  (45,383)
- Inexus interest rate hedges  -   -  (23,954) (23,954)
Inflation hedges - Inexus  -   -  (242,670) (242,670)
Total financial liabilities  -  (54,332) (266,624) (320,956)

Challenger Infrastructure Trust Group Level 1 Level 2 Level 3 Total

30-Jun-10 $’000 $’000 $’000 $’000

Financial liabilities
Foreign currency contracts
- LBC FX hedges  -  (8,949)  -  (8,949)
Interest rate hedges  -  
- LBC interest rate hedges  -  (45,383)  -  (45,383)
- Inexus interest rate hedges  -   -  (23,954) (23,954)
Inflation hedges - Inexus  -   -  (242,670) (242,670)
Total financial liabilities  -  (54,332) (266,624) (320,956)  
 
 
Transfer between categories 
 
There were no transfers between categories during the year. 
 
Reconciliation of Level 3 fair value movements 

Challenger 
Infrastructure 

Fund

Challenger 
Infrastructure 
Trust Group

30-Jun-10 $’000 $’000

Opening Balance (149,986) (149,986)
 - Unrealised gain/(loss) recognised in profit or loss (134,609) (134,609)
 - Foreign currency translation  17,971  17,971 
Closing  Balance (266,624) (266,624)

(134,609) (134,609)Total gain or loss stated in the table above for assets held at the end of the period

 
In the prior year, the Southern Water investment would have been classified as a level 3 financial asset. The 
fair value opening balance was $343.0m. This investment was sold during the year.  
 
The potential effect of using a reasonable possible alternative assumption based on a change in the credit 
spread margin increasing by 50 basis points would increase the fair value by $3.8m.    
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26.    Financial instruments (continued) 
 
Currency risk  
 
CIF’s exposure to foreign currency risk at balance date was as follows based on the following notional 
amounts. 

Challenger Infrastructure Fund 30-Jun-10 30-Jun-09

GBP USD Euro GBP USD Euro

$’000 $’000 $’000 $’000 $’000 $’000

Financial assets  105,325  29,064  73,295  481,074  21,794  125,244 
Financial liabilities (1,203,684) (535,449) (307,587) (1,204,419) (571,340) (370,355)
Net exposure in foreign currency (1,098,359) (506,385) (234,292) (723,345) (549,546) (245,111)

Challenger Infrastructure Trust Group 30-Jun-10 30-Jun-09

GBP USD Euro GBP USD Euro

$’000 $’000 $’000 $’000 $’000 $’000

Financial assets  38,575  29,064  46,082  31,229  21,794  95,632 
Financial liabilities (1,203,684) (535,449) (307,587) (1,204,419) (571,340) (370,355)
Net exposure in foreign currency (1,165,109) (506,385) (261,505) (1,173,190) (549,546) (274,723)  
 
Foreign currency risk - sensitivity analysis 
 
The economic currency risk for CIF is comprised of foreign exchange translation risk and foreign currency risk. 
The following table has been prepared reviewing foreign currency risk in accordance with the requirements of 
AASB 7 Financial Instruments: Disclosures. It reports the sensitivity to currency movements of the foreign 
denominated financial instruments that are in a currency other than the functional currency in which they are 
measured. These items in relation to CIF include the EUR operations at LBC (LBC having an USD functional 
currency) and foreign denominated balances within the CIF fund (excluding majority owned subsidiaries). 
 
The sensitivity analysis below shows the impact on profit and equity of a movement in foreign currency 
exchange rates against the major currency exposures at balance date. All underlying exposures and related 
hedges are included in the analysis and all other market variables are held constant: 
 

30-Jun-10 Challenger Infrastructure Fund
Challenger Infrastructure Trust 

Group

Profit/(loss) Equity Profit/(loss) Equity
Movement in

variable %
$’000 $’000 $’000 $’000

AUD/GBP +10 (8,721)  -  (2,652)  -  
-10  10,658  -   3,242  -  

AUD/EUR +10 (2,474)  -   -   -  
-10  3,024  -   -   -  

EUR/USD +10 (1,997)  -  (1,997)  -  
-10  522  -   522  -  

GBP/EUR +10 (4,590)  -  (4,590)  -  
-10  2,478  -   2,478  -  

30-Jun-09 Challenger Infrastructure Fund
Challenger Infrastructure Trust 

Group

Profit/(loss) Equity Profit/(loss) Equity
Movement in

variable %
$’000 $’000 $’000 $’000

AUD/GBP +10  9,223  -   2,042  -  
-10 (11,186)  -  (2,483)  -  

AUD/EUR +10  11,631  -  (189)  -  
-10 (14,216)  -   232  -  

EUR/USD +10  4,951  -   4,951  -  
-10 (3,727)  -  (3,727)  -  

GBP/EUR +10 (4,855)  -  (4,855)  -  
-10  5,934  -   5,934  -   
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26.   Financial instruments (continued) 
 
Interest rate risk 
 
The following table provides an overview of CIF’s financial assets and liabilities exposed to variable interest 
rate movements. These figures reflect the gross exposure to variable interest rate risk and are not net of 
hedged instruments. 
 

Challenger Infrastructure Fund Challenger Infrastructure Trust 
Group

30-Jun-10 30-Jun-09 30-Jun-10 30-Jun-09

$’000 $’000 $’000 $’000

Financial assets
Cash and cash equivalents  260,745  141,529  47,800  67,857 
Interest rate swaps  -   -   -   -  
Total financial assets exposure  260,745  141,529  47,800  67,857 

Financial liabilities
Interest bearing liabilities
- Financial institution loans (1,484,044) (1,655,287) (1,484,044) (1,655,287)
Interest rate swaps (69,337) (54,907) (69,337) (54,907)
Total financial liabilities exposure (1,553,381) (1,710,194) (1,553,381) (1,710,194)
Net exposure (1,292,636) (1,568,665) (1,505,581) (1,642,337)  
 
 
Interest rate risk - sensitivity analysis 
 
The sensitivity analysis below shows the impact on profit after income tax and equity of a movement in interest 
rates of 100 basis points at the balance date. This analysis assumes that all other variables, in particular 
foreign currency rates, remain constant. The analysis is performed on the same basis for 2009 comparative 
information. 
 

30-Jun-10 Challenger Infrastructure Fund
Challenger Infrastructure Trust 

Group

Profit/ (loss) Equity Profit/ (loss) Equity

Movement in variable interest rate (basis points) $’000 $’000 $’000 $’000

+100  14,521  10,530  14,011  10,530 
-100 (18,492) (10,795) (17,981) (10,795)

30-Jun-09 Challenger Infrastructure Fund Challenger Infrastructure Trust 
Group

Profit/ (loss) Equity Profit/ (loss) Equity

Movement in variable interest rate (basis points) $’000 $’000 $’000 $’000

+100  11,877  17,114  5,102  17,114 
-100 (16,093) (17,490) (9,319) (17,490)
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26.   Financial instruments (continued) 
 
Inflation risk 
 
Inflation risk - sensitivity analysis 
 
The sensitivity analysis below shows the impact on profit and equity of a movement in real interest rates or 
break even inflation of 100 basis points at the balance date. This analysis assumes that all other variables, in 
particular foreign currency rates, remain constant. For purposes of this analysis, only the fair value of the index-
linked swap contracts are included. The analysis is performed on the same basis for 2009. 

30-Jun-10 Challenger Infrastructure Fund Challenger Infrastructure Trust 
Group

Profit/(loss) Equity Profit/(loss) Equity

Movement in real interest rate or break even inflation (basis points) $’000 $’000 $’000 $’000

+100  110,944  -   110,944  -  
-100 (131,290)  -  (131,290)  -  

30-Jun-09 Challenger Infrastructure Fund Challenger Infrastructure Trust 
Group

Profit/(loss) Equity Profit/(loss) Equity

Movement in real interest rate or break even inflation (basis points) $’000 $’000 $’000 $’000

+100  112,272  -   112,272  -  
-100 (134,747)  -  (134,747)  -  

 
 
Credit risk 
 
The following tables provide information regarding the carrying value of CIF’s trade and other receivables that 
have been impaired, and the aging of those trade and other receivables that are past due but not impaired at 
the balance date.  
 

Past due but not impaired

Challenger Infrastructure Fund 0-3 months 3-6 months 6 months – 1 
year

Greater than 1 
year

$’000 $’000 $’000 $’000 $’000 $’000 $’000

As at 30-Jun-10
Trade and other receivables  80,878  3,693  327  1,732  918  163  87,711 
As at 30-Jun-09
Trade and other receivables  81,998  5,057  18,311  54  31  68  105,519 

Past due but not impaired
Challenger Infrastructure Trust 
Group

0-3 months 3-6 months 6 months – 1 
year

Greater than 1 
year

$’000 $’000 $’000 $’000 $’000 $’000 $’000

As at 30-Jun-10
Trade and other receivables  79,283  3,693  327  1,732  918  163  86,116 
As at 30-Jun-09
Trade and other receivables  67,539  5,057  312  54  31  68  73,061 

Past due and 
Impaired

Total

Neither past 
due nor 

impaired

Past due and 
Impaired

Total

Neither past 
due nor 

impaired
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26.    Financial instruments (continued) 
 
Liquidity risk 
 
The tables below summarises the maturity profile of the CIF’s undiscounted financial liabilities, based on 
contractual undiscounted repayment obligations.  
 

Challenger Infrastructure Fund
Carrying amount 

balance sheet
Contractual 

amount
1 year or less 1-5 years > 5 years

30-Jun-10 $’000 $’000 $’000 $’000 $’000

Financial liabilities
Non derivative financial liabilities
Distribution payable (22,302) (22,302) (22,302)  -   -  
Trade and other payables (223,354) (223,354) (159,821) (63,533)  -  
Interest bearing liabilities (1,513,448) (1,655,308) (57,273) (1,515,152) (82,883)
Preference shares (48,933) (107,653) (3,670) (14,680) (89,303)
Derivative financial liabilities
Inflation hedge contract (242,670) (264,368) (14,956) (249,412)  -  
Interest rate contracts (69,337) (79,302) (33,430) (45,872)  -  
FX hedge (8,949) (9,090) (3,386) (5,704)  -  

Total financial liabilities (2,128,993) (2,361,377) (294,838) (1,894,353) (172,186)

Challenger Infrastructure Fund
Carrying amount 

balance sheet
Contractual 

amount
1 year or less 1-5 years > 5 years

30-Jun-09 $’000 $’000 $’000 $’000 $’000

Financial liabilities
Non derivative financial liabilities
Distribution payable (26,926) (26,926) (26,926)  -   -  
Trade and other payables (206,174) (206,175) (147,438) (58,737)  -  
Interest bearing liabilities (1,690,289) (1,819,181) (68,828) (1,682,486) (67,867)
Redeemable preference shares (120,133) (142,462) (8,131) (134,331)  -  
Preference shares (62,987) (114,406) (13,195) (23,695) (77,516)
Derivative financial liabilities
Inflation hedge contract (145,555) (145,541) (12,354) (133,187)  -  
Interest rate contracts (54,907) (60,296) (26,376) (33,920)  -  

Total financial liabilities (2,306,971) (2,514,987) (303,248) (2,066,356) (145,383)
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26.    Financial instruments (continued) 
 
Liquidity risk (continued) 
 

Challenger Infrastructure Trust Group
Carrying amount 

balance sheet
Contractual 

amount
1 year or less 1-5 years > 5 years

30-Jun-10 $’000 $’000 $’000 $’000 $’000

Financial liabilities
Non derivative financial liabilities
Trade and other payables (246,252) (246,252) (182,719) (63,533)  -  
Interest bearing liabilities (2,162,287) (2,686,502) (98,979) (1,691,462) (896,061)
Preference shares issued to Inexus minorities (48,933) (107,653) (3,670) (14,680) (89,303)
Derivative financial liabilities
Inflation hedge contract (242,670) (264,368) (14,956) (249,412)  -  
Interest rate contracts (69,337) (79,302) (33,430) (45,872)  -  
FX hedge (8,949) (9,090) (3,386) (5,704)  -  

Total financial liabilities (2,778,428) (3,393,167) (337,140) (2,070,663) (985,364)

Challenger Infrastructure Trust Group
Carrying amount 

balance sheet
Contractual 

amount
1 year or less 1-5 years > 5 years

30-Jun-09 $’000 $’000 $’000 $’000 $’000

Financial liabilities
Non derivative financial liabilities
Trade and other payables (244,597) (244,597) (185,860) (58,737)  -  
Interest bearing liabilities (2,294,056) (2,774,828) (106,058) (1,831,406) (837,364)
Preference shares issued to Inexus minorities (62,987) (114,406) (13,195) (23,695) (77,516)
Derivative financial liabilities
Inflation hedge contract (145,555) (145,541) (12,354) (133,187)  -  
Interest rate contracts (54,907) (60,296) (26,376) (33,920)  -  

Total financial liabilities (2,802,102) (3,339,668) (343,843) (2,080,945) (914,880)
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27. Commitments and contingencies  

 
Operating leases 
On 9 February 2004 Inexus entered into a commercial operating lease for the rental of property. The lease 
has a life of 10 years expiring on 8 February 2014. 
 
LBC has entered into commercial operating leases for the rental of tank storage sites in various locations. 
The range in lease lives is between 2 to 19 years. LBC also leases motor vehicles and commercial vehicles 
under operating leases. These leases have a life of three years. 
 
Finance leases 
LBC holds a finance lease for various items of plant & machinery. These leases have terms of renewal but 
no purchase options and escalation clauses. Renewals are at the option of the specific entity that holds the 
lease. 
 
Capital Expenditure 
The capital expenditure commitments are in association with the building of infrastructure with Inexus and 
relates to trenching. There are no material capital commitments relating to LBC as at 30 June 2010. 
 
 
Details of the relevant commitments are contained below: 

Challenger Infrastructure Fund Challenger Infrastructure Trust 
Group

30-Jun-10 30-Jun-09 30-Jun-10 30-Jun-09

$’000 $’000 $’000 $’000

Lease commitments
Commitments payable in relation to leases contracted
for at the reporting date but not recognised as liabilities: 
Not later than one year  1,119  804  1,119  804 
Later than one year but not later than 2 years  2,975  1,333  2,975  1,333 
Later than 2 years but not later than 5 years  6,433  12,003  6,433  12,003 
Later than 5 years  31,581  20,734  31,581  20,734 

 42,108  34,874  42,108  34,874 
Representing:
Non-cancellable operating leases  39,501  30,780  39,501  30,780 
Future finance charges on finance leases  2,607  4,094  2,607  4,094 

 42,108  34,874  42,108  34,874 
Operating leases
Commitments for minimum lease payments in relation
to non-cancellable operating leases are payable as follows:

Not later than one year  640  317  640  317 
Later than one year but not later than 2 years  2,465  1,333  2,465  1,333 
Later than 2 years but not later than 5 years  4,815  8,396  4,815  8,396 
Later than 5 years  31,581  20,734  31,581  20,734 

Commitments not recognised in the financial statements  39,501  30,780  39,501  30,780 
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27.  Commitments and contingencies (continued) 
 

Challenger Infrastructure Fund Challenger Infrastructure Trust 
Group

30-Jun-10 30-Jun-09 30-Jun-10 30-Jun-09

$’000 $’000 $’000 $’000

Financing charges
Commitments for minimum lease payments in relation to non-
cancellable financing leases are payable as follows:

Not later than one year  479  487  479  487 
Later than one year but not later than 2 years  510  -   510  -  
Later than 2 years but not later than 5 years  1,618  3,607  1,618  3,607 
Later than 5 years  -   -   -   -  

Commitments not recognised in the financial statements  2,607  4,094  2,607  4,094 

Capital expenditure commitments

Commitments payable in relation to capital expenditure commitments 
contracted for at the reporting date but not recognised as liabilities: 

Not later than one year  18,887  23,259  18,887  23,259 
Later than one year but not later than 5 years  71,448  70,555  71,448  70,555 
Later than 5 years  36,973  126,421  36,973  126,421 

Commitments not recognised in the financial statements  127,308  220,235  127,308  220,235 

 
 
28. Employee entitlements 

Inexus 
Balances for employee entitlements are Nil as annual leave and sick leave are to be used within the year 
accrued. The number of employees of Inexus totalled 245 (2009: 250) at balance date.  
 
LBC 
Balances for employee entitlements are $534,289 (2009: $575,175) due to annual leave and sick leave. The 
number of employees of LBC totalled 701 (2009: 719) at balance date. 
 
Employee Incentive Equity Scheme  
Management of Inexus subscribed for certain shares at market value at the time of the acquisition of Inexus 
Group (Holdings) Limited by Inexus Group Limited. The holders of the shares have a put option exercisable 
at the fifth anniversary of the acquisition, requiring Inexus Group Limited to purchase the shares at fair value 
in the event the option is exercised. 
 
As such, the employees have an option to receive their vested shares paid as cash and the acquisition of 
the shares is treated as a cash settled share-based scheme. 
 
The liability is measured, initially and at each reporting date until settled, at the fair value of the share 
appreciation rights, by applying an option pricing model, and the extent to which the employees have 
rendered services to date. Changes in fair value are recognised in the income statement.  
 
The carrying amount of the liability relating to the cash-settled share-based payment at 30 June 2010 is nil 
(2009: $2,579,386). 
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28.  Employee entitlements (continued) 
 
LBC pension plans 
LBC operates pension plans in accordance with local conditions and practices in the countries in which it 
operates. LBC has a number of defined benefit pension plans whereby employees receive a fixed lump sum 
based on length of service. All of the other retirement plans, covering substantially all LBC’s employees, are 
defined contribution plans. 
  
The LBC US entities operate defined contribution plans. These entities maintain 401(k) plans for the benefit 
of all employees with at least six months of service with the company. Eligible employees may elect to make 
voluntary contributions to the plan, which are matched by the company up to a level of 6% of earnings and 
subject to achieving certain company goals. 
 
The cost of defined benefit pension plans and as well as the present value of the pension obligation is 
determined using actuarial valuations. The actuarial valuation involves making assumptions about discount 
rates, expected rates of return of assets, future salary increases, mortality rates and future pension 
increases. All assumptions are reviewed at each reporting date. In determining the appropriate discount rate 
management considers the interest rates of corporate bonds in the respective country with an AAA or AA 
rating. The mortality rate is based on publicly available mortality tables for the specific country. 
 
Future salary increases and pension increases are based on expected future inflation rates for the specific 
country. 
 
The following tables summarise the amounts recognised in the consolidated balance sheet for Challenger 
Infrastructure Fund and Challenger Infrastructure Trust Group for the plans: 
 

30-Jun-10 30-Jun-09

$’000 $’000

Benefit asset/(liability) included in the balance sheet
Present value of defined benefit obligation (4,994) (6,006)
Fair value of plan assets  473  556 
Unrecognized actuarial prior service costs  338  -  
Net benefit asset/(liability) (4,183) (5,450)

            Pension Plan

 
 
The principal actuarial assumptions used in determining pension obligations for the LBC plan are shown 
below (expressed as weighted averages): 
 

30-Jun-10 30-Jun-09
Discount rate 3.9% 5.0%
Expected return on assets 3.5% 5.0%
Future salary increases 3.0% 3.0%
Inflation rate 2.0% 2.0%  
 
An actuarial valuation is carried out where this obligation exists based on the following assumptions: 
 
• Retirement age: 60 to 65 depending on the personnel category or local legal age; 
• Turnover: average rate of 3.1 % depending on the age group of each employee; 
• Mortality rate: INSEE table TH TV 2000-2002 or similar in the corresponding countries 
 
The overall expected rate of return on assets is determined based on the market prices prevailing on that 
date, applicable to the period over which the obligation is to be settled.  
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29. Related party disclosures 

 
Responsible Entity 
The Responsible Entity of CIF is CLIL, a wholly owned subsidiary of Challenger Life Holdings Pty Limited. 
 
Details of Key Management Personnel 
 
Directors 
The Directors of CLIL, the Responsible Entity of CIF are considered to be key management personnel. 

• Brenda Shanahan - Chair 
• Michael Cole 
• Ian Martens 
• Geoff Mc William 
• Ian Moore 
• Brendan O’Connor  
• Robert Woods 

 
During the year ended 30 June 2010, Directors were paid $676,410 (2009: $663,671) in respect of their 
directorship of the Responsible Entity. This amount includes all fees paid to the Directors of CLIL in respect 
of their Responsible Entity Board and Committee duties for all trusts, including this trust. 
 
Key Management Personnel 
In addition to the Directors noted above, the following were considered Key Management Personnel during 
the year with the authority for the strategic direction and management of the Challenger Infrastructure Fund: 
 

• Emil Pahljina (Chief Executive – Challenger Infrastructure Fund)  (Appointed: 26 March 2010) 
• Steven Bickerton (Chief Executive – Challenger Infrastructure Fund) (Resigned: 25 March 2010) 
• CLIL (Responsible Entity – Challenger Infrastructure Fund) 

 
Compensation of the Key Management Personnel of CIF  
No amounts are paid by CIF directly to the Key Management Personnel of the Trust. Compensation paid 
directly to CLIL in the form of fees is disclosed in Note 29.  
 
CLIL Fees 
CLIL provides strategic management and compliance infrastructure to CIF and outsources management, 
custodial and administrative functions to associated entities that are wholly owned by Challenger Financial 
Services Group Limited (CFSGL). It is entitled to a fee under the CIF Trust Constitutions. 
 
Challenger Management Services Limited (CMSL) provides custodial and management services to CIF in 
accordance with the CMSL Management Services Agreement (CMSL Management Agreement).  
 
CGSUK holds a management agreement with the CIF Jersey Companies (UK Management Agreement) 
whereby it will provide certain management services to the Jersey Companies as defined under the 
agreement. The fees are paid by the CIF Jersey Companies directly to CGSUK for management services 
performed. 
 
A fee sharing arrangement is in place between CLIL, CMSL and CGSUK (the Fee Sharing Agreement). This 
agreement sets out the allocation of fees payable to CLIL, CMSL and CGSUK.  
 
The total base fee payable to CMSL is calculated as 1% per annum of Adjusted Equity Value as at the end of 
each fee period (exclusive of GST and similar foreign taxes) and is payable in cash unless CLIL determines 
that it should be paid in securities of CIF.  



Chal lenger Infrastructure Fund 
Financial  Report  2010 

 

 71

29. Related party disclosures (continued) 
 
The Adjusted Equity Value is calculated as Equity Value less Uncommitted Cash of CIF1 where Equity 
Value is the arithmetic average of the daily volume weighted average price of ordinary stapled securities on 
the ASX over the Valuation Period multiplied by the total number of Securities outstanding at the end of the 
Valuation Period. The Valuation Period is defined as the first ten business days for which the ordinary 
stapled securities are quoted on an ‘ex’ basis for the Distribution whose record date is closest to the end of 
the fee period. The Responsible Entity can elect that the Valuation Period be the last 10 business days of 
the fee period. 
 
Each six months, CMSL is eligible to earn a performance fee if the total return on CIF exceeds the return on 
the Benchmark Index, based on the first ten business days for which both indices are quoted on an ‘ex’ 
basis  for the Distribution whose record date is closest to the end of the fee period. The performance fee is 
20% of the value of the outperformance, taking into account any carried forward deficit and is payable in 
securities of CIF or cash at the Responsible Entity’s election.  The Benchmark Index is ASX 200 Industrial 
Accumulation Index (the Index). 
 
There has been no performance fees entitled to CMSL during the year ended 30 June 2010. 
 
Transactions between CLIL, CMSL and CIF are conducted on an arm’s length basis with that company as 
the Responsible Entity. CLIL is an Australian Financial Services License holder. 
 
Challenger Life Company Limited (CLCL) and Challenger Management Services Limited (CMSL) are wholly 
owned subsidiaries of Challenger Financial Services Group (CFSG) and are associates of CLIL. CLCL held 
a 39.68% (2009: 37.53%) and CMSL held a 0.74% (2009: 0.70%) interest in CIF as at 30 June 2010.  
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29. Related party disclosures (continued) 
 
CLIL Fees (continued) 
 

Challenger Infrastructure Fund
Challenger Infrastructure Trust 

Group

30-Jun-10 30-Jun-09 30-Jun-10 30-Jun-09

$ $ $ $

Management & Performance Fees

Management fees paid or payable to CLIL from CIF under the CIF 
Trust Constitution and Fee Sharing Agreement  204,428  280,354  -   -  

Management fees paid or payable to CMSL from CIF under the CMSL 
Management Agreement and Fee Sharing Agreement  3,856,713  5,328,765  -   -  

Performance fees payable to CMSL from CIF under the CMSL 
Management Agreement and Fee Sharing Agreement  -   2,138,677  -   -  

Management fees paid or payable to CGSUK under UK Management 
Agreement and Fee Sharing Agreement  26,439  36,878  -   -  

Management fees paid or payable by LBC to CMSL under the LBC 
Asset Consulting Agreement 1  719,113  1,606,337  1,963,252  3,594,239 

Total management fees paid or payable at balance date  4,806,693  9,391,011  1,963,252  3,594,239 
Transaction Fees

Transaction advisory fees paid or payable to CMSL in respect of the 
sale of CIF assets  3,027,911  1,633,421  -   -  

Transaction advisory fees paid or payable to CMSL in respect of debt 
finance fees  1,795,574  -   1,795,574  -  

Upfront fees paid or payable to CMSL for issue of redeemable 
preference shares  -   1,777,500  -   -  

Total transactions fees paid or payable at balance date  4,823,485  3,410,921  1,795,574  -  
Other Related Party

Interest expense paid or payable to CLCL in respect of RPS  10,922,722  14,722,991  -   -  

Interest expense paid or payable to CLCL in respect of LBC Junior debt
 2,396,703  4,298,403  2,396,703  4,298,403 

Interest expense paid or payable to CMIL2 in respect of LBC Junior 
debt  365,863  521,296  365,863  521,296 

Total other related party payments at balance date  13,685,288  19,542,690  2,762,566  4,819,699 
 
 
1 CIF is entitled to a rebate from CMSL in respect of fees paid by LBC to CMSL under the LBC Asset Consulting Agreement, equivalent 
to its ownership interest in LBC. The rebate is in place such that only minority investors in LBC pay CMSL fees under the LBC Asset 
Consulting Agreement.  
2 Challenger Managed Investments Limited as Responsible Entity of the Challenger High Yield Fund. CMIL is a wholly owned 
subsidiary of Challenger Financial Services Group Limited. 
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29. Related party disclosures (continued) 
 
Interests in the shares and options of the company and related bodies corporate 
 
As at the date of this report, the following related parties held the following interests in CIF: 

Challenger Infrastructure Fund Challenger Infrastructure Trust Group 
Held at
1-Jul-09

Change during 
2010

Held at
30-Jun-10

Held at
1-Jul-09

Change during 
2010

Held at
30-Jun-10

Related Entities
Challenger Life Company Limited  123,961,789  2,433,068  126,394,857  123,961,789  2,433,068  126,394,857 

Challenger Management Services 
Limited  2,347,588  -   2,347,588  2,347,588  -   2,347,588 

CLIL Directors
B Shanahan  100,000  -   100,000  100,000  -   100,000 
I Martens  24,166  -   24,166  24,166  -   24,166 
R Woods  -   -   -   -   -   -  
I Moore  150,000  -   150,000  150,000  -   150,000 
G McWilliam  56,250  -   56,250  56,250  -   56,250 
M Cole  -   -   -   -   -   -  
B O’Connor  -   -   -   -   -   -  

Key Management Personnel
E Pahljina  -   -   -   -   -   -  
S Bickerton 1  118,576 (118,576)  -   118,576 (118,576)  -  

Ordinary securities held by key 
management personnel

 
1 Mr Bickerton’s holding disclosure is removed due to his resignation as Chief Executive during the year. 
 
LBC Asset Consulting Agreement (ACA) 
 
CMSL receives fees from LBC’s minority investors in the LBC consolidated group for services in respect of 
asset management and administration services, acquisition, disposal, due diligence, debt placement and 
equity placement advisory services. All fees for the above services are at arms length market rates agreed 
with the minority investors of the LBC group. 
 
Redeemable preference securities (RPS) 
 
On 12 February 2010, CIF repaid the entire outstanding RPS ($122.2m) to CLCL using proceeds from CIF’s 
sale of its investment in Southern Water.  
 
LBC Junior Facility 
 
CLCL is a lender to Challenger LBC Terminals Holding Company Limited under the Junior Facilities 
Agreement (JFA) dated May 2007. CLCL has provided a total lending commitment of €25.0m, of which 
€24.6m was drawn at 30 June 2010. The financing cost under the JFA is EURIBOR plus a margin of 6.0%.  
 
Challenger Managed Investments Limited (CMIL) as Responsible Entity of the Challenger High Yield Fund 
has provided a total lending commitment of €6.0m to Challenger LBC Terminals Holding Company Limited 
under the JFA dated May 2007. As at 30 June 2010, €4.1m was drawn. CMIL is a wholly owned subsidiary 
of Challenger Financial Services Company Limited.  
 



Chal lenger Infrastructure Fund 
Financial  Report  2010 

 74

29. Related party disclosures (continued) 
 
Related party loans 
 
As at the date of this report, the following related party loans were in place with Challenger Infrastructure 
Trust Group within the CIF consolidated group. 

Facility Borrower Lender
Amounts drawn
at 30 June 2010 Terms & conditions

AUD65.0m Inexus Australia Holdings Pty Limited
CLN as trustee of the CIF 
Lastmile Trust AUD 17,436,819

Interest payable at the rate of 
9.5% 1

AUD298.1m Inexus Australia Holdings Pty Limited
CLN as trustee of the CIF 
Lastmile Trust AUD 198,036,521 Interest free

AUD6.5m Inexus Australia Holdings Pty Limited
CLN as trustee of the CIF 
Lastmile Trust AUD 6,500,000 Interest free

AUD343.1m Challenger LBC Terminals Australia Pty 
Limited

CLN as trustee of the CIF 
LBC Trust

AUD 343,135,716
Interest payable at the rate of 
9.5% 1

 
1 Interest is accrued on a cash basis and shall be limited to the cash income of the borrower for the year. For the year ended 30 June 
2010 nil interest has been accrued.  
 
Investment in controlled entities 
 
On 23 December 2009, CIF increased its interest in Inexus from 80.4% to 82.5% through acquiring ordinary 
shares, preference shares and loan notes for £4.3m in cash. CIF’s interest in LBC remained at 66.2% as at 
30 June 2010. 
 
Other 
 
Two Directors of Inexus purchased Inexus loan notes of $0.53m during the year. 
 
30. Parent entity information 

CIF Investment Trust 1 CIF Investment Trust 2

30-Jun-10 30-Jun-09 30-Jun-10 30-Jun-09

$’000 $’000 $’000 $’000

Current assets  93,009  27,381  79  76 
Total assets  720,133  1,007,468  3,122  1,843 
Current liabilities  22,917  33,503  -   -  
Total liabilities  23,334  33,603  3,049  1,768 
Contributed Equity  1,186,473  1,214,298  68  72 
Retained profits/(losses) (372,887) (169,441)  5  3 
Capital distribution reserve (116,787) (70,992)  -   -  
Total equity  696,799  973,865  73  75 

Profit/(loss) from operating activities  109  70,237  3  3 
Fair value movements (203,555) (310,643)  -   -  
Profit/(loss) before tax (203,446) (240,406)  3  3 
Income tax benefit/(expense)  -   -  (1)  -  
Profit/(loss) after tax (203,446) (240,406)  2  3 

Total comprehensive income (203,446) (240,406)  2  3 
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31. Investments in controlled entities  

Name of entity
Controlling 

parent entity Year end
Country of

incorporation

Class of
shares/

securities
CIF UK Towers Trust CIF1 30-Jun-10 Australia Ordinary 100 100
CIF North of England Gas Trust CIF1 30-Jun-10 Australia Ordinary 100 100
CIF Wales and the West Gas Trust CIF1 30-Jun-10 Australia Ordinary 100 100
Challenger Towers Limited CIF1 30-Jun-10 Jersey Ordinary 100 100
Challenger Northern Gas Limited CIF1 30-Jun-10 Jersey Ordinary 100 100
Challenger Wales & West Gas Limited CIF1 30-Jun-10 Jersey Ordinary 100 100
CIF Southern Water Trust CIF1 30-Jun-10 Australia Ordinary 100 100
Challenger Southern Water Limited CIF1 30-Jun-10 Jersey Ordinary 100 100
Inexus Australian Holdings Co Pty Ltd CIF2 30-Jun-10 Australia Ordinary 100 100
CIF Last Mile Trust CIF1 30-Jun-10 Australia Ordinary 100 100
Challenger LBC Terminals Australia Pty Limited CIF2 30-Jun-10 Australia Ordinary 100 100

CIF LBC Trust CIF1 30-Jun-10 Australia Ordinary 100 100
Inexus Connections Limited (formerly Challenger 
Connections Limited)

CIF2 30-Jun-10 United Kingdom Ordinary 82 80

Inexus Group (Holdings) Limited CIF2 30-Jun-10 United Kingdom Ordinary 82 80
Independent Pipelines Limited CIF2 30-Jun-10 United Kingdom Ordinary 82 80
Connect Utilities Limited CIF2 30-Jun-10 United Kingdom Ordinary 82 80
Quadrant Pipelines Limited CIF2 30-Jun-10 United Kingdom Ordinary 82 80
Independent Metering Limited CIF2 30-Jun-10 United Kingdom Ordinary 82 80
Inexus (EST) Limited CIF2 30-Jun-10 United Kingdom Ordinary 82 80
Independent Power Networks Limited CIF2 30-Jun-10 United Kingdom Ordinary 82 80
Inexus Group Limited (formerly Challenger 
Connections Top Company Limited)

CIF2 30-Jun-10 United Kingdom Ordinary 82 80

Inexus Limited (formerly Challenger Connections 
Mid Company Limited)

CIF2 30-Jun-10 United Kingdom Ordinary 82 80

Independent Next Generations Networks Limited 
(formerly Inexus (Licence) Limited)

CIF2 30-Jun-10 United Kingdom Ordinary 82 80

Independent Service Provider Limited CIF2 30-Jun-10 United Kingdom Ordinary 82 80
Independent Community Heating Limited CIF2 30-Jun-10 United Kingdom Ordinary 82 80
Metropolitan Infrastructure Limited CIF2 30-Jun-10 United Kingdom Ordinary 82 80
Independent Water Networks Limited CIF2 30-Jun-10 United Kingdom Ordinary 82 80
Inexus Employee Benefit Trust CIF2 30-Jun-10 United Kingdom Ordinary 82 80
Challenger Employee Share Ownership Plan CIF2 30-Jun-10 United Kingdom Ordinary 82 80
Inexus Group No. 1 Limited CIF2 30-Jun-10 United Kingdom Ordinary 82 80
Inexus Group No. 2 Limited CIF2 30-Jun-10 United Kingdom Ordinary 82 80
Inexus No.3 Limited (formerly Inexus Gas 
Infrastructure (Holdings) Limited)

CIF2 30-Jun-10 United Kingdom Ordinary 82 80

Inexus (Services) Limited CIF2 30-Jun-10 United Kingdom Ordinary 82 80
Envoy Asset Management Limited CIF2 30-Jun-10 United Kingdom Ordinary 82 80
Independent Fibre Networks Limited CIF2 30-Jun-10 United Kingdom Ordinary 82 80
Exoteric Gas Solutions Limited CIF2 30-Jun-10 United Kingdom Ordinary 82 80
Exoteric Holdings Limited CIF2 30-Jun-10 United Kingdom Ordinary 82 80
Commercial Meters Limited CIF2 30-Jun-10 United Kingdom Ordinary 82 80
Gas Engineering Services Limited CIF2 30-Jun-10 United Kingdom Ordinary 82 80
Reactive Flow Controls Limited CIF2 30-Jun-10 United Kingdom Ordinary 82 80

% Equity
holding

30-June-10    30-June-09
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31. Investments in controlled entities (continued) 
 

Name of entity
Controlling

parent entity Year end
Country of

incorporation

Class of
shares/

securities
LBC Holdings LLC CIF2 31-Dec-10 United States of Ordinary 66 66
LBC Acquisition Corporation Inc CIF2 31-Dec-10 United States of Ordinary 66 66
LBC Operations LLC CIF2 31-Dec-10 United States of Ordinary 66 66
LBC Houston LP CIF2 31-Dec-10 United States of Ordinary 66 66
LBC Baton Rouge LLC CIF2 31-Dec-10 United States of Ordinary 66 66
LBC Finance SARL CIF2 31-Dec-10 Luxembourg Ordinary 66 66
LBC Luxembourg SARL CIF2 31-Dec-10 Luxembourg Ordinary 66 66
LBC Luxembourg Holding SCA CIF2 31-Dec-10 Luxembourg Ordinary 66 66
LBC Belgium Holding NV CIF2 31-Dec-10 Belgium Ordinary 66 66
LBC Antwerpen NV CIF2 31-Dec-10 Belgium Ordinary 66 66
LBC-ERTISA Tankterminal Antwerpen NV CIF2 31-Dec-10 Belgium Ordinary 50 50
LBC Rotterdam BV CIF2 31-Dec-10 Netherlands Ordinary 66 66
LBC France Holding SAS CIF2 31-Dec-10 France Ordinary 66 66
LBC Sotrasol SA CIF2 31-Dec-10 France Ordinary 66 66
LBC Sogestrol SAS (LBC Sogestran) CIF2 31-Dec-10 France Ordinary 33 33
LBC Nantes SA CIF2 31-Dec-10 France Ordinary 66 66
LBC Marseille-Fos SAS CIF2 31-Dec-10 France Ordinary 66 66
LBC Tank Terminals Cartagena SA (formerly 
Terliq SA)

CIF2 31-Dec-10 Spain Ordinary 66 66

LBC Tank Terminals Santander  SA
(formerly Terquisa SA)

CIF2 31-Dec-10 Spain Ordinary 66 66

LBC Tanquipor SA CIF2 31-Dec-10 Portugal Ordinary 66 66
Challenger LBC Terminals Jersey Limited CIF2 30-Jun-10 United Kingdom Ordinary 66 66
Challenger LBC Terminals Holding Company 
Limited

CIF2 30-Jun-10 Malta Ordinary 66 66

Challenger LBC Terminals Limited CIF2 30-Jun-10 Malta Ordinary 66 66
Challenger LBC Terminals LLC CIF2 31-Dec-10 United States of Ordinary 66 66
LBC Tank Terminals Asia Pte Ltd CIF2 31-Dec-10 Singapore Ordinary 66 66
GEP Asia Terminals PTE Ltd CIF2 31-Dec-10 Singapore Ordinary 60 60
Eastern Tankstore Shanghai Shipping Co, Ltd CIF2 31-Dec-10 China Ordinary 46 46

% Equity
holding

30-June-10    30-June-09

 
 

32. Auditors’ remuneration  

Challenger Infrastructure Fund
Challenger Infrastructure Trust 

Group

30-Jun-10 30-Jun-09 30-Jun-10 30-Jun-09

$ $ $ $

Amounts received or receivable by Ernst & Young for:
Audit or review of the financial report of the consolidated entity  1,050,926  1,233,425  905,926  1,037,425 
Taxation services  261,247  81,633  261,247  81,633 
Other services  47,765  202,319  47,765  137,719 

Total amounts received or receivable by Ernst & Young  1,359,938  1,517,377  1,214,938  1,256,777 
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33. Interest in jointly controlled operations  

LBC has a 50% interest in a jointly controlled entity for its Sogestrol operations. The results of the operations 
are proportionately consolidated and accounted for in LBC. 
 
The impact of the jointly controlled operation on the consolidated result of CIF1 and CIF2 is as follows: 
 

Challenger Infrastructure Fund Challenger Infrastructure Trust 
Group

30-Jun-10 30-Jun-09 30-Jun-10 30-Jun-09
$’000 $’000 $’000 $’000

(a) Share of revenue and expenses of proportionately 
consolidated investments

Revenues  25,023  26,963  25,023  26,963 
Expenses (24,513) (26,035) (24,513) (26,035)

(b) Share of assets and liabilities of proportionately consolidated 
investments

Assets  72,411  84,807  72,411  84,807 
Liabilities  38,888  45,795  38,888  45,795 

 
 
As at reporting date there were no capital commitments or contingent liabilities relating to the jointly 
controlled asset (2009: nil).  
 
34. Events subsequent to balance date  

There has been no other matter or circumstance that has arisen since the end of the financial year that has 
significantly affected, or may affect, CIF’s operations in future financial years, the results of those operations 
or CIF’s state of affairs in future financial years.  
 

35. Contingencies  

During 2009 a lawsuit was filed against LBC Houston in the District Court of Harris County, Texas, claiming 
damages of US$11.6m by SJB International Trading, Inc., a lessee of tankage at the LBC Terminal in 
Seabrook. The claim arises out of an alleged failure by LBC to have tankage available for SJB’s use in a 
timely manner. The claim is disputed by LBC and LBC is in the process of legally defending the lawsuit. The 
directors are of the opinion that a provision is not required in respect of this matter as it is not probable that a 
future sacrifice of economic benefits will be required.  
 
Other than the matter mentioned above, as at balance date there are no other material contingent liabilities 
or contingent assets (2009: Nil).
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Statement by the Directors of the Responsible Entity of CIF 
 
On the financial report of the Challenger Infrastructure Fund 
 
In accordance with a resolution of the Directors of Challenger Listed Investments Limited (the Responsible 
Entity of the CIF Investment Trust 1 (CIF1) and CIF Investment Trust 2 (CIF2), collectively known as the 
Challenger Infrastructure Fund (CIF)), I state that: 
 
 
1.    In the opinion of the Directors: 
 
       (a) The financial statements and notes of CIF1 and CIF2 are in accordance with the Scheme 

Constitutions and the Corporations Act 2001, including: 
 

(i) giving a true and fair view of the consolidated entities’ financial position as at 30 June 2010 
and of its performance for the year ended on that date; and 

 
(ii) complying with Australian Accounting Standards as issued by the Australian Accounting        

Standards Board, International Financial Reporting Standards (IFRS) as issued by the 
International Accounting Standards Board and Corporations Regulations    

             2001; and 
 

(b) There are reasonable grounds to believe that the CIF will be able to pay its debts as and when 
they become due and payable. 

 
 
2. This declaration has been made after receiving the declarations required to be made to the Directors in 

accordance with Section 295A of the Corporations Act 2001 for the financial year ended 30 June 2010. 
 
 
 
 
 
 
 
 
 
 

 
Brenda Shanahan 
Chair 
Sydney 
18 August 2010 
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Independent auditor's report to the stapled security unitholders of CIF
Investment Trust 1 and CIF Investment Trust 2 (collectively 'CIF')

We have audited the accompanying financial report of the stapled securities CIF Investment Trust 1 (CIF1)
and CIF Investment Trust 2 (CIF2), collectively known as Challenger Infrastructure Fund ("CIF"), which
comprises the balance sheet as at 30 June 2010, and the income statement, statement of comprehensive
income, statement of changes in equity and statement of cash flows for the year ended on that date, a
summary of significant accounting policies, other explanatory notes and the directors' declaration by the
directors by the directors of Challenger Listed Investment Limited, the Responsible Entity of consolidated
entities comprising CIF1 and CIF2 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 Responsible Entity of CIF1 and CIF2 are responsible for the preparation and fair
presentation of the financial report in accordance with the Australian Accounting Standards (including the
Australian Accounting Interpretations) and the Corporations Act 2001. This responsibility includes
establishing and maintaining internal controls relevant to the preparation and fair presentation of the
financial report that is free from material misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies; and making accounting estimates that are reasonable in the
circumstances. In Note 2(i), the directors also state that the financial report, comprising the financial
statements and notes, complies with International Financial Reporting Standards as issued by the
International Accounting Standards Board.

Auditor's Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our
audit in accordance with Australian Auditing Standards. These Auditing Standards require that we comply
with relevant ethical requirements relating to audit engagements and plan and perform the audit to obtain
reasonable assurance 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 our judgment, including the assessment of the risks of
material misstatement of the financial report, whether due to fraud or error. In making those risk
assessments, we consider internal controls relevant to the entity's preparation and fair presentation of the
financial report 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 entity's internal controls. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall presentation of the financial report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Liability limited by a scheme approved
under Professional Standards Legislation
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Independence

In conducting our audit we have met the independence requirements of the Corporations Act 2001. We
have given to the directors of the company a written Auditor's Independence Declaration, a copy of which
is attached to the directors' report.

Auditor's Opinion

In our opinion:
1.

	

the financial reports of CIF Investment Trust 1 and CIF Investment Trust 2, collectively known as
Challenger Infrastructure Fund, are in accordance with the Corporations Act 2001, including:

i

	

giving a true and fair view of the financial position of Challenger Infrastructure Fund at 30
June 2010 and of its performance for the year ended on that date; and

ii

	

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

2. the financial report also complies with International Financial Reporting Standards as issued by the
International Accounting Standards Board.

Elliot" hadforth
Partner
Sydney
18 August 2010




