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» DIRECTORS’ REPORT

Your directors present their report together with the financial report of QR Limited and its controlled entities (“the Group”) at the end of, or during,
the year ended 30 June 2009 and the auditor’s report thereon.

DIRECTORS
The following persons were Directors of QR Limited during the financial year and up to the date of this report:

J Prescott AC — Chairman

A Davies (appointed 1 October 2008)

P Gregg (appointed 7 May 2009)

R Holloway

P Holmes a Court

Dr L Keliher AQ (appointed 1 October 2008)

W McLachlan

D Petie (reappointed 1 October 2008)

S Rix

J West

There were no Director resignations during the period.
Information relating to Directors’ qualifications is contained in section 5 of the Annual Report.

Information relating to Directors’ remuneration is contained in Note 32 in the Notes to the Financial Statements section of the Financial Report.

PRINCIPAL ACTIVITIES
During the year the principal continuing activities of the Group consisted of:

(a) Freight comprising coal, bulk, regional freight, intermodal, logistics and retail services nationally;

(b) Passenger services throughout Queensland;

(c) Network access services throughout Queensland; and

(d) Other services comprising assets, infrastructure, rollingstock and component services and engineering services.

There were no significant changes in the nature of the activities of the Group during the year.

REVIEW OF OPERATIONS
The profit of the Group for the financial year amounted to $298.7 million (2008: $216.0 million profit). For a detailed review of the Group’s operations
refer to section 3 of the Annual Report.

The comparatives for the 2008 reporting period have been restated due to changes in accounting policies. These changes are discussed further in
Note 1(d) and Note 4 in the Notes to the Financial Statements section of the Financial Report.

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS
Significant changes in the state of affairs of the Group during the financial year were as follows:

e On 11 July 2008 QR Limited incorporated two new wholly-owned companies. These two companies, QR Network Pty Ltd and QR Passenger Pty
Ltd are registered with the Australian Securities and Investments Commission. The existing network and passenger businesses within QR Limited
commenced trading under these new companies from 1 September 2008.

e The remaining businesses, consisting of regional freight, intermodal, coal and services, continued as stand-alone businesses within the QR
Limited parent company.
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e The QR Board agreed to restructure the freight operations within the Group. This restructure consisted of the separation of the coal operations
from the remaining freight businesses. The executive team reflects these changes through the formation of the Executive General Manager QR
Freight and Executive General Manager QR Coal positions in December 2008. This restructure was approved by the Shareholding Minister on 24
June 2009.

As a result of the above changes, the QR Limited parent entity is significantly different than in previous years. The restructure has resulted in
movements in assets and liabilities as well as operational revenues and expenses between the parent and its subsidiaries. The impact of this is a
significantly different parent Balance Sheet and Income Statement.

MATTERS SUBSEQUENT TO THE END OF THE FINANCIAL YEAR
No matters or circumstances have arisen since the end of the financial year which significantly affected, or may significantly affect, the operations of the
Group, the results of those operations, or the state of affairs of the Group in future financial years.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS OF OPERATIONS

The recent announcement by the Queensland Government to privatise a major part of the QR business (initially being QR Coal above and below rail
operations, with opportunities to sell other assets also to be investigated) together with the current economic conditions may have a negative impact on
the forecast QR Group results. The impact, however, is not expected to be sufficiently significant to warrant a review of QR’s going concern status. The
QR Group has and will continue to receive significant support from the Queensland Government.

Further information on likely developments in the operations of the Group and the expected results of operations have been included in section 1
of the Annual Report.

ENVIRONMENTAL REGULATION

The Group is required to comply with relevant environmental legislation. Exposure in this area is primarily related to noise, air, land and water
pollution, environmental impacts associated with development and energy use, and greenhouse emissions. Due to their nature it is not possible to
provide an estimate of the future expenditure in these areas.

Primary legislation and regulations that the Group is subject to are as follows:

e Fnvironmental Protection Act 1994 and other state equivalents

e Fnergy Efficiency Opportunities Act 2006

e Fnvironmental Protection and Biodiversity Conservation Act 1999
e (zone Protection and Synthetic Greenhouse Gas Management Act 1989
e National Greenhouse and Energy Reporting Act 2007

e Fisheries Act 1994

e ntegrated Planning Act 1997

e [and Protection (Pest and Stock Route Management) Act 2002

e Nature Conservation Act 1992

e Plant Protection Act 1989

e State Development and Public Works Organisation Act 1971

e \egetation Management Act 1999

e |Water Act 2000

e et Tropics World Heritage Protection and Management Act 1993

GREENHOUSE GAS AND ENERGY DATA REPORTING REQUIREMENTS
The Group is subject to the reporting requirements of both the Energy Efficiency Opportunities Act 2006 and the National Greenhouse and Energy
Reporting Act 2007.

The Energy Efficiency Opportunities Act 2006 requires controlling corporations to assess energy usage of the corporation’s group, including the identification,
investigation and evaluation of energy saving opportunities, and to report publicly on the assessments undertaken, including what action is intended to be
taken as a result. As required under this Act, QR has registered with the Department of Environment and Resource Management as a participant entity and had
reported the results from its initial assessments before 31 December 2008.

The National Greenhouse and Energy Reporting Act 2007 requires controlling corporations to report annually on the greenhouse gas emissions and energy use of the
corporation’s group. The first measurement period for this Act ran from 1 July 2008 to 30 June 2009. QR has implemented systems and processes for the collection
and calculation of the data required and will be able to prepare and submit its initial report to the Greenhouse and Energy Data Officer by 31 October 2009.
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MEETINGS OF DIRECTORS
The number of meetings the Group’s Board of Directors and each board committee held during the year ended 30 June 2009, and the number of meetings
attended by each director were:

Board Audit & Risk  Remuneration Frglght Passgnger Business
Business Services Network*

. . s
Meetings Management & Succession Strategy’ Strategy? Development

A B A B A B A B A B A B A B

J Prescott AC 14 14 6 6 3 3 1 1 1 1 2 2 2 2
A Davies* 10 10 - - - - - - - - 2 2 - -
P Gregg™* 4 4 - - - - - - - - - - - -
R Holloway 13 14 - - 3 3 - - 1 1 2 2 - -
P Holmes & Court 12 14 - - - - - - - - 2 2

Dr L Keliner AO*** 9 10 2 2 - - - - - - - - 2 2
W McLachlan 14 14 6 6 - - 1 1 - - - - 2 2
D Petie 14 14 - - 3 3 1 1 - - - - 2 2
S Rix 13 14 6 6 - - - - 1 1 - - 2 2
J West 13 14 - - - - 1 1 - - 2 2 - -

A = Number of meetings attended

B = Number of meetings held during the time the director held office or was a member of the committee during the year
(1)

(2)  The Board approved the withdrawal of the remit of the Passenger Services Strategy Committee at its meeting on 28 January 2009.
(3)  The Board approved terms of reference for the Business Development Committee at its meeting on 28 January 2009.

4)  The Board approved terms of reference for the Network Committee at its meeting on 28 January 2009.

* Allan Davies was appointed as a Director on 1 October 2008.

The Board approved the withdrawal of the remit of the Freight Business Strategy Committee at its meeting on 28 January 2009.

W

** Peter Gregg was appointed as a Director on 7 May 2009.
*** Leo Keliher was appointed as a Director on 1 October 2008.

DIVIDENDS
In respect of the financial year ended 30 June 2009, a dividend of $215.1 million was declared to the holders of fully paid ordinary shares (2008: $156.8
million declared and subsequently paid on 31 December 2008 for the full reporting period ending 30 June 2008), to be paid in December 2009.

INSURANCE OF OFFICERS

During the financial year, a related entity paid a premium in respect of an insurance contract to indemnify officers against liabilities that may have arisen from
their position as officers of the parent and its controlled entities. Officers indemnified include the Company Secretary and all executive officers participating in
the management of the Group.

Further disclosure required under section 300 of the Corporations Act 2001 is prohibited under the terms of the contract.

PROCEEDINGS ON BEHALF OF THE GROUP
No person has applied to the Court under section 237 of the Corporations Act 2001 for leave to bring proceedings on behalf of the Group, or to intervene in
any proceedings to which the Group is a party, for the purpose of taking responsibility on behalf of the Group for all or part of those proceedings.

No proceedings have been brought or intervened in on behalf of the Group with leave of the Court under section 237 of the Corporations Act 2001.

QR LIMITED FINANCIAL REPORT / O£ ’
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AUDITOR’S INDEPENDENCE DECLARATION
The auditor’s independence declaration as required under section 307C of the Corporations Act 2001 is set out on page 6.

ROUNDING OF AMOUNTS

The company is of a kind referred to in Class Order 98/100, issued by the Australian Securities and Investments Commission, relating to the “rounding off” of
amounts in the directors’ report. Amounts in the directors’ report have been rounded off in accordance with that Class Order to the nearest thousand dollars,
or in certain cases, to the nearest dollar.

AUDITOR
The Auditor-General of Queensland continues in office in accordance with section 327 of the Corporations Act 2001, the Auditor-General is appointed in
accordance with the Auditor-General Act 2009.

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

o Sicoon B

J B Prescott AC S Rix

Chairman Director
Brisbane, QLD Brisbane, QLD
11 August 2009 11 August 2009
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AUDITOR’S INDEPENDENCE DECLARATION
To the Directors of QR Limited
This audit independence declaration has been provided pursuant to $.307C of the Corporations Act 2001.

Independence Declaration

As lead auditor for the audit of QR Limited for the year ended 30 June 2009, | declare that, to the best of my knowledge and belief, there have been -

(@ no contraventions of the auditor independence requirements of the Corporations Act 2007 in relation to the audit; and

(b) no contraventions of any applicable code of professional conduct in relation to the audit.

This declaration is in respect of QR Limited and the entities it controlled during the period.

n F-f ..-1_

AUDITOR GENERAL

11 AUG 2009

GG POOLE FCPA

Auditor-General of Queensland Queensland Audit Office

INCOME STATEMENT
FOR THE YEAR ENDED 30 JUNE 2009

QR LIMITED FINANCIAL REPORT

INCOME STATEMENT FOR THE YEAR ENDED 30 JUNE 2009

Consolidated Parent
2009 2008 2009 2008
Notes $°000 $°000 $°000 $°000
Revenue from continuing operations 5 3,837,262 3,419,561 2,250,513 2,923,245
Other income 6 133,569 123,750 107,951 100,319
Consumables (1,396,993) (1,207,133) (905,353) (908,664)
Employee benefits expense (1,228,112) (1,141,360) (837,304) (999,717)
Depreciation and amortisation expense 7 (515,166) (459,805) (339,152) (425,201)
Other expenses 7 (107,860) (143,996) (52,296) (118,932
Finance costs 7 (336,985) (304,106) (336,984) (304,105)
Share of net profits of associates and joint venture
partnership accounted for using the equity method 551 795 512 101
Profit / (loss) before income tax 386,266 287,706 (112,113) 267,046
Income tax benefit / (expense) 8 (87,587) (71,722) 60,909 (64,606)
Profit / (loss) for the year 298,679 215,984 (51,204) 202,440

The above income statement should be read in conjunction with the accompanying notes (see page 11).
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BALANCE SHEET AS AT 30 JUNE 2009 STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30 JUNE 2009
Consolidated Parent Consolidated Parent
2009 2008 2009 2008 2009 2008 2009 2008

Notes $000 $'000 $000 $'000 Notes $'000 $'000 $°000 $'000
ASSETS Total equity at the beginning of the financial year 3,650,395 3,084,495 3,604,507 3,044,843
Current assets Movement in reserves 30(a) (62,446) 59,091 (62,462) 59,356
Cash and cash equivalents 9 105,185 55,099 53,785 45,470 ‘ ‘ _
Trade and other receivables 10 488,821 408,302 652,512 331,573 Adjustment to retained earnings 30(b) (383) (1,754) 33 5,289
Inventories 1 239,269 210,245 175,384 185,232 Net income recognised directly in equity (62,829) 57,337 (62,429) 64,645
Derivative financial instruments 12 14,044 76,476 13,971 76,476 .
Other current assets 13 18,298 16,526 29,461 26,162 Profit / (loss) for the year 298,679 215,984 (51,204) 202,440
Total current assets 865,617 766,648 925,113 664,913 Total recognised income and expense for the year 235,850 273,321 (113,633) 267,085
Non-current assets
Receivables 14 21,128 27506 5,570,745 727,242 Contributions of equity 29 578,443 449,400 578,443 449,400
Inventories 15 35,747 30,935 37,728 30,935 Dividends provided for or paid 31 (215,086) (156,821) (215,086) (156,821)
Property, plant and equipment 16 12,081,458 10,184,256 5,447,083 9,699,902
Intangible assets 17 98,630 109,414 20,147 30,700 Total equity at the end of the financial year 4,249,602 3,650,395 3,854,231 3,604,507
Investments accounted for using the equity method 18 466 1,117 466 443
Other financial assets 19 46,078 31,028 101,239 18,479 The above statement of changes in equity should be read in conjunction with the accompanying notes (see page 11).
Deferred tax assets 20 232,084 220,597 162,890 208,556
Derivative financial instruments 12 14,615 55,295 14,615 55,295
Other non-current assets 21 71,247 51,550 51,183 51,250
Total non-current assets 12,601,453 10,711,698 11,406,096 10,822,802
Total assets 13,467,070 11,478,346 12,331,209 11,487,715
LIABILITIES
Current liabilities
Trade and other payables 22 765,395 691,582 854,343 631,934
Borrowings 23 169 530,654 169 530,652
Provisions 24 18,369 16,939 17,955 16,175
Derivative financial instruments 12 23,012 34,596 22,576 34,062
Other current liabilities 25 212,603 200,904 88,967 187,163
Total current liabilities 1,019,548 1,474,675 984,010 1,399,986
Non-current liabilities
Derivative financial instruments 12 16,941 21,536 16,934 21,536
Borrowings 26 6,455,709 4,678,740 6,455,709 4,678,740
Deferred tax liabilities 27 1,046,214 973,943 341,286 964,600
Provisions 24 33,452 37,842 33,452 37,842
Other non-current liabilities 28 645,604 641,215 645,587 780,504
Total non-current liabilities 8,197,920 6,353,276 7,492,968 6,483,222
Total liabilities 9,217,468 7,827,951 8,476,978 7,883,208
Net assets 4,249,602 3,650,395 3,854,231 3,604,507
EQUITY
Contributed equity 29 3,412,923 2,834,480 3,412,923 2,834,480
Reserves 30(a) (10,859) 51,587 (10,610) 51,852
Retained profits / (accumulated losses) 30(b) 847,538 764,328 451,918 718,175
Total equity 4,249,602 3,650,395 3,854,231 3,604,507

The above balance sheet should be read in conjunction with the accompanying notes (see page 11).
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CASH FLOW STATEMENT
FOR THE YEAR ENDED 30 JUNE 2009

CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2009

Consolidated Parent
2009 2008 2009 2008
Notes $°000 $'000 $°000 $'000
Cash flows from operating activities
Receipts from customers
(inclusive of goods and services tax i.e. “GST”) 2,876,407 2,427,414 1,645,192 1,872,227
Receipts from Government (inclusive of GST) 1,362,582 1,263,923 281,859 1,263,922
Interest received 4,574 874 3,044 573
Payments to suppliers and employees (inclusive of GST) (3,051,905) (2,522,469) (1,580,654) (2,003,313)
Interest and other cost of finance paid (435,768) (326,272) (406,676) (325,557)
Net GST received / (paid) (28,333) (65,440) 27,272 (70,299)
Income taxes paid (2,853) (10,529) (2,835) (10,529)
Net cash (outflow) / inflow from operating activities 42 724,704 767,501 (32,798) 727,024
Cash flows from investing activities
Investment to acquire businesses (16,708) (39,936) -
Proceeds from the disposal of assets 86,451 75,500 30,892 77,772
Payments made to acquire assets (2,410,362) (1,738,843) (1,560,077) (1,686,438)
Investment in subsidiaries - (82,760)
Loans to related parties - (12,917) (41,493)
Repayment of loans by related parties - - 680
Net cash (outflow) / inflow from investing activities (2,340,619) (1,703,279) (1,624,862) (1,649,479
Cash flows from financing activities
General borrowings 4,382,154 1,418,869 4,310,492 1,418,869
Proceeds from issue of shares 578,443 449,400 578,443 449,400
Repayment of borrowings (3,136,781) (775,007) (3,065,119) (775,002)
Dividends paid 31 (156,785) (151,493 (156,785) (151,493
Net cash inflow / (outflow) from financing activities 1,667,031 941,769 1,667,031 941,774
Net increase / (decrease) in cash and cash equivalents 51,116 5,991 9,371 19,319
Cash and cash equivalents at the beginning
of the financial year 54,040 48,049 44,411 25,092
Cash and cash equivalents at end of year 9(a) 105,156 54,040 53,782 44,411

The above cash flow statement should be read in conjunction with the accompanying notes (see page 11).
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1 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 separate financial statements for QR Limited as an individual entity
and the consolidated entity consisting of QR Limited and its subsidiaries.

QR Limited is a corporation owned by the Queensland State Government.
QR Limited is a company limited by shares, incorporated and domiciled in Australia. This financial report is denominated in Australian dollars.

(a) BASIS OF PREPARATION
This general purpose financial report has been prepared in accordance with Australian Accounting Standards, other authoritative pronouncements of the
Australian Accounting Standards Board, and the Corporations Act 2001.

Compliance with IFRS
Australian Accounting Standards include Australian equivalents to International Financial Reporting Standards (AIFRS). The parent and consolidated
financial statements and notes of the QR Group comply with International Financial Reporting Standards (IFRS).

Early adoption of standards
QR Limited has elected to apply the following pronouncements to the annual reporting period beginning 1 July 2008:
e AASB 8 Operating Segments

e AASB 2007-3 Amendments to Australian Accounting Standards arising from AASB 8 [AASB 5, AASB 6, AASB 102, AASB 107, AASB 119, AASB 127,
AASB 134, AASB 136, AASB 1023 & AASB 1038]

e AASB 123 Borrowing costs

e AASB 2007-6 Amendments to Australian Accounting Standards arising from AASB 123 [AASB 1, AASB 101, AASB 107, AASB 111, AASB 116 & AASB
138 and Interpretations 1 & 12]

The implications for QR Limited on adopting the above standards are:

e The segment Information note has been removed from this financial report.
e The requirement for segment information to be disclosed in other notes in this financial report has been removed.
e QR Limited has been capitalising interest on construction of qualifying assets. The early adoption of AASB 123 does not further impact this financial report.

Historical cost convention
These financial statements have been prepared under the historical cost convention, except for certain assets which, as stated, are at fair value.

Critical accounting estimates

The preparation of financial statements in conformity with AIFRS requires the use of certain critical accounting estimates. It also requires management
to exercise its judgement in the process of applying the 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) PRINCIPLES OF CONSOLIDATION
The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of QR Limited (“company” or “parent entity”) as at 30 June 2009
and the results of all subsidiaries for the year then ended. QR Limited and its subsidiaries together are referred to in this financial report as the (“Group”).

Subsidiaries are all those entities (including special purpose entities) over which the Group has the power to govern the financial and operating
policies so as to obtain benefits from their activities, generally accompanying a shareholding of more than one-half of the voting rights.

Subsidiaries are fully consolidated from the date on which control is transferred to the Group.

Inter-company transactions, balances and unrealised gains on transactions between Group companies are eliminated. Unrealised losses are also
eliminated unless the transaction provides evidence of the impairment of the asset transferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the policies adopted by the Group.

Investments in subsidiaries are accounted for at cost in the individual financial statements of the Group.
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1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(c) FOREIGN CURRENCY AND COMMODITY TRANSACTIONS

(i) Functional and presentation currency

ltems included in the financial statements of each of the Group’s entities are measured using the currency of the primary economic environment in
which the entities operate (i.e. the functional currency). The financial statements are presented in Australian dollars, which is the Group’s functional
and presentation currency.

(i) Transactions and balances

Where the Group is exposed to the risk of fluctuations in foreign exchange rates and commodity prices, it enters into financial arrangements to
reduce this exposure. While the value of these financial instruments is subject to risk that market rates/prices may change subsequent to acquisition,
such changes will generally be offset by opposite effects on the items being hedged.

Foreign currency transactions are initially translated into Australian currency using the exchange rate prevailing at the dates of the transactions.

At balance date, and upon finalisation of the hedge, the amounts payable and receivable in foreign currencies are translated to Australian currency
at rates of exchange current at that date. Resulting exchange differences are brought to account in determining the profit or loss for the year, except
when they are deferred in equity as qualifying cash flow hedges or where specific hedges are undertaken to hedge purchases, in which case the
difference is deferred and included in the purchase cost.

(d) ROUNDING OF AMOUNTS / COMPARATIVE RESTATEMENTS
Unless otherwise indicated, amounts in the financial report have been rounded off to the nearest thousand dollars.

The restructure of the QR Limited parent entity during the year, as mentioned in the Directors’ Report, has resulted in a significant movement in the current
year financial information. These changes should be taken into account when comparing the current year with the previous year comparative figures.

Comparative information has been restated where necessary to be consistent with disclosures in the current reporting period.

The 2008 financial year comparative figures have been restated due to a change in the Group’s interest capitalisation policy and to the bond rate used
to calculate non-current employee leave balances. This is discussed further in note 4. Below is a summary of the material changes to the balances:

Consolidated 2008 Au;i(:gg Change in Accounting ;c’)(l;gg Res;?ggg
Balance Sheet

Assets

Deferred tax assets 205,630 14,967 220,597
Property, plant and equipment 10,155,820 28,436 10,184,256
Liabilities

Other non-current liabilities (619,271) (21,944) (641,215)
Income Statement

Employee benefits expense (1,119,416) (21,944) (1,141,360)
Finance costs (332,542) 28,436 (304,106)
Income tax benefit / (expense) (86,690) 14,967 (71,723)

NOTES TO THE FINANCIAL STATEMENTS QR LIMITED FINANCIAL REPORT / -1 : ;
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Parent 2008 Au$d’i;gg Change in Accounting I;(’)(I)lgg Res;:cggg
Balance Sheet

Assets

Deferred tax assets 193,589 14,967 208,556
Property, plant and equipment 9,671,466 28,436 9,699,902
Liabilities

Other non-current liabilities (758,560) (21,944) (780,504)
Income Statement

Employee benefits expense (977,773) (21,944) (999,717)
Finance costs (332,541) 28,436 (304,105)
Income tax benefit / (expense) (79,574) 14,967 (64,607)

(e) NEW ACCOUNTING STANDARDS AND INTERPRETATIONS
During the financial year, new accounting standards and interpretations have been published that are not mandatory for the 30 June 2009 reporting period.
The Group’s assessment of the impact of these new standards is set out below:

e Revised AASB 101 Presentation of Financial Statements and AASB 2007-8 Amendments to Australian Accounting Standards arising from AASB 101 (issued
September 2007) as applicable 1 January 2009 — the Standard requires the presentation of a statement of comprehensive income and makes changes
to the statement of changes in equity but will not affect any of the amounts recognised in the financial statements. If an entity has made a prior period
adjustment or a reclassification of items in the financial statements, it will need to disclose a third balance sheet (statement of financial position), this one
being as at the beginning of the comparative period. The Group intends to apply the revised Standard from 1 July 2009.

e Revised AASB 3 Business Combinations and AASB 2008-3 Amendments to Australian Accounting Standards arising from AASB 3 and AASB 127 (issued
March 2008) as applicable 1 July 2009 — the standard requires all transaction costs incurred relating to a business combination to no longer be capitalised
as part of the acquisition but to be expensed and recognised in the income statement. Transaction costs incurred relating to the raising of capital or debt can
still be recognised against the equity or liability as required by existing accounting standards. Operating leases of the acquiree company must also be fair
valued at the date of acquisition. Favourable variances between the fair value and the book value must be recognised as an intangible asset. Unfavourable
variances must be recognised as a liability.

There are additional new accounting standards and interpretations that are not mandatory for the 30 June 2009 reporting period, however these are considered
not to materially impact the Group in the period of initial application.

() DERIVATIVES
Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently remeasured to their fair value. The method of
recognising the resulting gain or loss 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:
e hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or
e hedges of the cash flows of recognised assets and liabilities and highly probable forecast transactions (cash flow hedges).

At inception, the Group documents 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 value or cash flows of hedged items.

(i)  Fair value hedge

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recorded in the income statement, together with any changes in
the fair value of the hedged asset or liability that are attributable to the hedged risk. The gain or loss relating to the effective portion of interest rate swaps hedging
fixed rate borrowings is recognised in the income statement within other income or other expense, together with the gain or loss relating to the ineffective portion
and changes in the fair value of the hedged fixed rate borrowings attributable to the interest rate risk.
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If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying amount of a hedge item for which the effective interest
method is used is amortised to profit or loss over the period to maturity using a recalculated effective interest rate. At balance sheet date, the Group
held no fair value hedges.

(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 income statement.

Amounts accumulated in equity are recycled in the income statement in the periods when the hedged item will affect profit or loss. However, when
the forecast transaction that is hedged results in the recognition of a non-financial asset, the gains and losses previously deferred in equity are
transferred from equity and included in the measurement of the initial cost or carrying amount of the asset.

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 is recognised in the 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 income statement.

(iii) Derivatives that do not qualify for hedge accounting
Certain derivative instruments do not qualify for hedge accounting. Changes in fair value of any derivative instrument that does not qualify for hedge
accounting are recognised immediately in the income statement.

(iv) Embedded derivatives

Through the Group’s purchase and sale contracts, it is possible embedded derivatives have been entered into. An embedded derivative will cause
some or all of the cash flows of the purchase or sale contract (i.e. the host contract) to be modified by reference to a variable such as a foreign
exchange rate or a commodity price if that variable is not closely related to the host contract.

Embedded derivatives are separated from the host contract and accounted for as a stand-alone derivative.
At balance sheet date, there were no embedded derivatives not closely related to the host contract.

(g) FAIR VALUE ESTIMATION

The fair value of financial assets and financial liabilities must be estimated for recognition and measurement, and for disclosure purposes. The fair
value of financial instruments traded in active markets (such as foreign exchange and commaodity derivatives) is based on quoted market prices at
the balance sheet date. The quoted market price used for financial assets and liabilities held by the Group for effective hedges is the average (i.e.
“mid”) forward rate at close of business on balance sheet date.

(h) JOINT VENTURES

(i) Jointly controlled assets

Where the company has jointly controlled assets, the proportionate interests in the assets, liabilities, revenues and expenses of a joint venture activity
are incorporated in the financial statements under the appropriate headings. Details of the joint venture are set out in note 35.

(i) Jointly controlled entities

Where the company has an interest in a jointly controlled entity, the interest is accounted for in the financial statements using the equity method and
is carried at cost by the parent entity. Under the equity method, the share of the profits or losses of the jointly controlled entity is recognised in the
income statement. Details relating to the jointly controlled entities are set out in note 35.

(ifi) Jointly controlled operations

Where the company has jointly controlled operations, the proportionate interests in the assets, liabilities, revenues and expenses of a joint venture
activity are incorporated in the financial statements under the appropriate headings. Details relating to the jointly controlled operations are set out
in note 35.

(i) INVESTMENTS AND OTHER FINANCIAL ASSETS

Other financial assets are unlisted equity securities, for which there is no active market to reliably determine the fair value of the investments. These
investments are initially measured at fair value and subsequently at cost. They are included in non-current assets unless management intends to
dispose of the investment within 12 months of the reporting date.

(j) INVESTMENTS IN ASSOCIATES

Associates are all entities over which the Group has significant influence but not control, generally accompanying a shareholding of between
20% - 50% of the voting rights. Investments in associates are accounted for in the parent entity financial statements using the cost method and
in the consolidated financial statements using the equity method of accounting, after initially being recognised at cost. The Group’s investment in
associates includes goodwill (net of any accumulated impairment loss) identified on acquisition.

There are no investments in associates within the Group for the current or prior reporting periods.
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(k) REVENUE RECOGNITION

Revenue is measured at the fair value of the consideration received or receivable. Amounts disclosed as revenue are net of taxes. The Group recognises
revenue when the amount of revenue can be reliably measured, it is probable that future economic benefits will flow to the entity and specific criteria
have been met for each of the Group’s activities as described below. Exchanges of goods and services of the same nature and value without any cash
consideration are not recognised as revenues. Revenue is recognised for the major business activities as follows:

(i) Service revenue

Service revenue comprises revenue earned from the provision of services and products. It includes Transport Service Contract payments received
from Queensland Transport for below rail, Citytrain, Traveltrain and low volume freight services, and amounts received from various State Government
departments as direct reimbursement for concessions provided to senior citizens, pensioners and students.

Service revenue is brought to account when the service fee has been earned.

(i) Construction revenue

Revenue from construction works is recognised by reference to the stage of completion of the transaction, provided that the transaction’s outcome,
stage of completion, and the past and prospective costs are all reliably measurable. Otherwise such revenue is only recognised to the extent of the
associated recognised recoverable expenses.

(iii) Asset sales
Upon the sale of a fixed asset, the difference between the carrying amount and the sale proceeds is brought to account in the income statement.

(iv) Interest income
QR Limited has a bank account which currently forms part of a group banking facility. Interest on the bank account is linked to the group banking facility
which is calculated daily and credited monthly to QR Limited.

(v) Freight services revenue
Freight services revenue comprises revenue earned (net of refunds, discounts and allowances) from the provision of services. Revenue is recognised at
the time services are provided to customers.

(vi) Other revenue

Other revenue comprises revenue earned from the sale of goods and services. Revenue for sale of goods is recognised when the significant risks and
rewards are passed to the buyer and the costs incurred, or to be incurred in respect of the transaction can be measured reliably. Risks and rewards are
considered and passed to the buyer at the time of delivery.

(vii) Dividends
Dividends are recognised as revenue when the right to receive payment is established.

(1) GOVERNMENT GRANTS
Grants from the government are recognised at their fair value where there is a reasonable assurance that the grant will be received and the Group will
comply with all attached conditions.

Government grants relating to costs are deferred and recognised in the income statement over the period necessary to match them with the costs that
they are intended to compensate.

Government grants relating to the purchase of property, plant and equipment are included in non-current liabilities as deferred income and are credited
to the income statement on a straight-line basis over the expected lives of the related assets.

(m) CLASSIFICATION OF EXPENDITURE

Expenditure in excess of $2,000 which is expected to provide future economic benefits is capitalised, with the exception of the purchase of office
equipment and other items of a similar nature that provide limited quantifiable benefits. The threshold applies to all asset classes. Capital spares have a
threshold of $20,000. If capital spares are under $20,000, the item is recorded in inventory. All other expenditure, except reductions in equity, is treated
as an operating expense in the period in which the expenditure is incurred.

(n) CASH AND CASH EQUIVALENTS

For cash flow statement and presentation purposes, cash and cash equivalents include cash on hand, deposits held at call with financial institutions,
and other short term highly liquid investments with original maturities of 3 months or less that are readily convertible to known amounts of cash and which
are subject to an insignificant risk of changes in value.

The Group has a group banking facility whereby no interest is earned on subsidiary bank balances. Interest is earned on a daily basis on the consolidated
bank balance of the Group which comprises the parent entity, the Logistics Australasia group, the QR Intermodal group (formerly known as National
Logistics Alliance Pty Ltd) and Australian Rail Pty Ltd (formerly known as the QR National Holdings Pty Ltd) and its wholly-owned subsidiaries.
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(o) TRADE AND OTHER RECEIVABLES
Trade receivables

Trade receivables are initially recorded at fair value less any allowance for uncollectable amounts. Trade receivables generally have credit terms
ranging from 7 to 31 days.

Collectability of trade receivables is reviewed on an ongoing basis. Debts which are known to be uncollectable are written off. A provision for
impairment of trade receivables is established when there is objective evidence the Group will not be able to collect all amounts due according to
the original terms of the receivables.

The amount of the impairment loss is recognised in the income statement within other expenses. When a trade receivable for which an impairment
allowance had been recognised becomes uncollectable in a subsequent period, it is written off against the allowance account. Subsequent recoveries
of amounts previously written off are credited against other expenses in the income statement.

Other receivables

Other receivables include related party, contractual and GST receivables. Collectability is reviewed on an ongoing basis. As at reporting date, it has
been assessed that all other receivables were collectable.

(p) INVENTORIES
The value of inventories reported includes items held in centralised stores, workshops and infrastructure and rollingstock depots.

Inventories are valued at cost. Cost is determined predominantly on an average cost basis.
ltems expected to be consumed after more than one year are classified as non-current.

The provision for inventory obsolescence is based on assessments by management of particular inventory classes and relates specifically to infrastructure and
rollingstock maintenance items. The amount of the provision is based on a proportion of the value of damaged stock, slow moving stock and stock that has
become obsolete during the reporting period.

(q) PROPERTY, PLANT AND EQUIPMENT

Methodology for valuation of fixed assets

Property, plant and equipment is measured at cost. Cost is the amount of cash or cash equivalents paid or the fair value of the other consideration
given to acquire an asset at the time of its acquisition or construction or, where applicable, the amount attributed to that asset when initially
recognised in accordance with the specific requirements of other Australian Accounting Standards.

The cost of fixed assets constructed by the Group includes the cost of all materials used in construction, direct labour, site preparation, interest and
foreign currency gains and losses incurred where applicable, and an appropriate proportion of variable and fixed overheads.

Gifted and Donated Assets
Assets acquired from government at no cost are measured at fair value as governments grants. Fair value means the amount for which an asset
could be exchanged, or a liability settled, between knowledgeable, willing parties in an arm’s length transaction.

Assets acquired from entities outside of government at no cost are recorded at nil value.

Land

The Transport Infrastructure Act 1994 stipulates the Group only retains ownership of its non-corridor land. As such, only non-corridor land is recorded
in these accounts. Ownership of corridor land remains with the Department of Environment and Resource Management on behalf of the State. This
land is leased to the Department of Transport and Main Roads and subsequently sub-leased to the Group for no cost. The sub-lease term is for an
initial term of 100 years with a renewal option for an additional 100 years.

Depreciation and Amortisation

Buildings, plant and equipment, rollingstock and infrastructure are depreciated on a straight-line basis over the useful life net of residual. Motor
vehicles are depreciated using the diminishing value basis (percentages range from 13.64% to 35.0%), with land and assets under construction
not depreciated.

Assets controlled by the Group under finance leases are amortised over the useful lives of the asset or the lease term, as appropriate. Leasehold
improvements are depreciated over the shorter of either the unexpired period of the lease or the estimated useful lives of the improvements.
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Assets are depreciated or amortised from the date of acquisition, or, in respect of internally constructed or manufactured assets, from the time an
asset is completed and held ready for use. Major spares purchased specifically for particular assets are capitalised and depreciated in line with
standard default asset class lives.

Where assets have separately identifiable components that are subject to regular replacement, these components are assigned useful lives distinct
from the asset to which they relate. Any expenditure that increases the originally assessed capacity or service potential of an asset is capitalised and
the new depreciable amount is depreciated over the remaining life of the asset.

The depreciation and amortisation rates used during the year were based on the following range of useful lives:

- Infrastructure 5-100 years
- Buildings 10 — 40 years
- Rollingstock 8 — 40 years
- Plant and equipment 3 —20 years

The depreciation and amortisation rates are reviewed annually and adjusted if appropriate (at 1 July of the financial year).

An asset’s carrying amount is written down to its recoverable amount if the asset’s carrying amount is greater than its estimated recoverable amount
(note 1(1)).

(r) INTANGIBLE ASSETS

(i) Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s share of the net identifiable assets of the acquired
subsidiary at the date of acquisition. Goodwill on acquisitions of subsidiaries is included in intangible assets. Goodwill acquired in business
combinations is not amortised. Instead, goodwill is tested for impairment annually, or more frequently if events or changes in circumstances indicate
that it might be impaired, and is carried at cost less accumulated impairment losses. Gains and losses on the disposal of an entity include the
carrying amount of goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of impairment testing.

(i) Trademarks and licences
The QR Group does not amortise licences and trademarks but applies an annual impairment test to each.

(iii) IT development and software

Software has a finite useful life and is carried at cost less accumulated amortisation. Amortisation is calculated using the straight line method over
their estimated useful life which varies from 3 to 7 years. Computer software (mainly comprising the SAP implementation) is amortised over its useful
life and carried at cost less accumulated amortisation and impairment.

(iv) Patents, brand name and key customer contracts

The patents and brand name have an indefinite useful life and are carried at cost less impairment losses. The nature of the brand and the commitment
to sufficient ongoing marketing expenditure supports the assessment of an indefinite useful life. The brand name is valued by considering the cost
to the business if the brand was not internally owned, but licensed from a third party.

The key customer contracts have a finite useful life and are carried at cost less accumulated amortisation and impairment losses. The useful lives
of the customer contracts are 8 — 10 years.

(s) INVESTMENT PROPERTY

Investment property is carried at fair value, which is based on active market prices, adjusted, if necessary, for any difference in the nature, location or
condition of the specific asset. If this information is not available, the company uses alternative valuation methods such as recent prices in less active
markets or discounted cash flow projections. These valuations are reviewed annually. Changes in fair values are recorded in the income statement.

There are no investment properties within the Group for the current or prior reporting periods.

(t) IMPAIRMENT OF ASSETS

Goodwill and intangible assets that have an indefinite useful life are not subject to amortisation and are tested annually for impairment, or more
frequently if events or changes in circumstances indicate they might be impaired. Other assets are reviewed for impairment annually to determine if
there are indications that the carrying amount may not be recoverable.
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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 identifiable cash inflows which are largely independent of the cash inflows from other assets or groups of assets
(cash-generating units).

Non-financial assets other than goodwill that have suffered impairment are reviewed for possible reversal for the impairment at each reporting date.

(u) 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. The amounts
are unsecured and are usually paid within the terms set by the supplier.

(v) BORROWINGS

Debt is drawn from facilities with the Queensland Treasury Corporation (“QTC”) incorporating fixed and floating debt and is initially recognised at fair
value, net of transaction costs incurred. Borrowings are subsequently measured at amortised cost, using the effective interest rate method. Interest
is accrued and paid monthly.

Interest costs are calculated and advised by QTC in accordance with an agreed book rate methodology, which equates with amortised cost using the
effective interest rate method. The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts through the
expected life of the financial instrument.

Borrowing costs, which includes interest calculated using the effective interest method and administration fees, are expensed in the period in which
they arise.

Interest costs which are directly attributable to the construction of material qualifying assets are capitalised. Qualifying assets are assets not funded from
other sources with a cost of more than $0.1 million and which take a substantial period of time to prepare for intended use or sale. The rate used to
determine the amount of borrowing cost to be capitalised is the QTC interest rate applicable to the entity’s outstanding borrowings during the year, in this
case 7.22% (2008: 6.98%). During the year, interest costs of $94.0 million were capitalised (2008: $50.9 million).

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 balance sheet date.

(w) PROVISIONS
Provisions are recognised when the Group has a present legal or constructive obligation as a result 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.

The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation at reporting date, taking into account the
risks and uncertainties surrounding the obligation. Where a provision is measured using the cash flows estimated to settle the present obligation, its carrying
amount is the present value of those cash flows.

(x) EMPLOYEE BENEFITS

(i) Wages and salaries, annual leave and leave loading

Liabilities for wages and salaries, including non-monetary benefits, annual leave and leave loading expected to be settled within 12 months of the reporting date
are recognised as current liabilities. The remaining liabilities are included within employee benefits and are recognised as non-current liabilities.

These liabilities are 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
plus related on-costs. The non-current liabilities are measured at the present value of the expected future payments to be made in respect of services provided by
employees up to the reporting date. Expected future non-current payments are discounted using market yields at the reporting date on Commonwealth government
bonds with terms to maturity that match, as closely as possible, the estimated future cash outflows.

(i) Long service leave
Liabilities for long service leave, expected to be settled within 12 months of the reporting date, are recognised as current liabilities. The remaining liabilities are
included as non-current liabilities.

The liability for long service leave is measured using the present value of the expected future payments to be made in respect of services provided by employees up
to the reporting date. Consideration is given to expected future wage and salary levels, experience of employee departures and periods of service. Expected future
non-current payments are discounted using market yields at the reporting date on Commonwealth government bonds with terms to maturity that match, as closely
as possible, the estimated future cash outflows.
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(iii) - Retirement allowance
Retirement allowance is payable to employees who fulfil the following requirements:

e Employees who retire or who are paid according to Voluntary Employee Redundancy Scheme (VERS) or Medical Separation; and
e are not members of an accumulation super fund; and
e were employed prior to 1 February 1995.

Liabilities for retirement allowance expected to be settled within 12 months of the reporting date are recognised as current liabilities. The remaining liabilities are
included within employee benefits and recognised as non-current liabilities. The non-current liability for retirement allowance is measured at the present value of
expected future payments to be made in respect of services provided by qualifying employees. Expected future payments are discounted using market yields at
the reporting date on Commonwealth government bonds with maturities that match, as closely as possible, to the estimated future cash outflows. Consideration is
given to expected future wage and salary levels, experience of the departure of qualifying employees and periods of service.

(iv) Sick leave
Sick leave is not provided for on the grounds that it is non-vesting and on average, no more than the annual entitlement taken each year.

(v) Superannuation
Contributions are expensed as they are made.

The QR parent entity pays an employer subsidy to the Government Superannuation Office in respect of employees who are contributors to either the Public Sector
Superannuation (QSuper) scheme or State Service Superannuation.

Employer contributions to the Super Defined Benefit Fund are determined by the State Actuary. No liability is recognised for accruing superannuation
benefits as this liability is held on a Whole of Government basis and reported in the Whole of Government financial statements. The QR parent entity also
makes superannuation guarantee payments into the QSuper Accumulation Fund (RailSuper) and QSuper Accumulation Fund (Contributory) administered
by the Government Superannuation Office.

(y) INCOME TAX

The income tax expense or benefit for the period is the tax (payable) / receivable on the current period’s taxable income, based on the national income tax rate
adjusted by changes in deferred tax assets and liabilities attributable to temporary differences between the tax bases of assets and liabilities and their carrying
amounts in the financial statements, and to unused tax losses.

Deferred tax assets and liabilities are recognised for temporary differences at the tax rates expected to apply when the assets are recovered or liabilities are settled,
based on those tax rates that are enacted. The relevant tax rates are applied to the cumulative amounts of deductible and taxable temporary differences to measure
the deferred tax asset or liability.

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if it is probable future taxable amounts will be available to utilise
those temporary differences and losses.

Deferred tax liabilities and assets are not recognised for the temporary differences between the carrying amount and tax bases of investments in controlled
entities where the parent entity is able to control the timing of the reversal of the temporary differences and it is probable the differences will not reverse
in the foreseeable future.

Current and deferred tax is recognised as an expense or income in the income statement, except when it relates to items credited or debited directly to equity, in
which case the deferred tax is also recognised directly in equity.

Tax consolidation legislation
QR Limited and its wholly-owned Australian controlled entities have implemented the tax consolidation legislation.

The head entity, QR Limited, and the controlled entities in the tax consolidated group have adopted a group allocation approach effective 1 July 2006 and account
for their own current and deferred tax amounts. These tax amounts are measured as if each entity in the tax consolidated group continues to be a stand-alone
taxpayer in its own right.

In addition to its own current and deferred tax amounts, QR Limited also recognises the current tax liabilities (or assets) and the deferred tax assets arising
from unused tax losses and unused tax credits assumed from controlled entities in the QR 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. Details about the tax funding agreement are disclosed in note 8.
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(z) GOODS AND SERVICES TAX (GST)
Revenues, expenses and assets are recognised net of the amount of associated GST, except where the amount of GST incurred is not recoverable from the
Australian Taxation Office (“ATO”). In these circumstances, the GST is recognised as part of the cost of acquisition of the asset or as part of the expense.

Trade receivables and trade payables in the balance sheet are shown inclusive of GST. The net amount of GST recoverable from, or payable to, the ATO is
included with other receivables or payables in the balance sheet.

Cash flows are presented in the cash flow statement on a gross basis, except for the GST component of investing or financing activities, which are disclosed
as operating cash flow.

QR and its subsidiaries form part of the same GST group. This means any inter-company transactions within the QR Group do not attract GST. In 2008
Golden Bros. Group Pty Ltd did not form part of the GST group.

(aa) DIVIDENDS
Provision is made for the amount of any dividend declared, being appropriately authorised and no longer at the discretion of the Group, on or before the
end of the financial year but not distributed at balance date.

The Group recognises as payable those dividends declared on or before the reporting date. The entire amount remaining undistributed at reporting
date is recognised.

(ab) LEASES
Leases on property, plant and equipment, rollingstock and infrastructure

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 34). Operating leases are expensed on a straight-line basis over the lease term and are charged to the income statement.

Expected rental revenue from operating leases are disclosed in note 34. Where a sale and lease back transaction has occurred, the lease is classified as a
finance lease.

Leases of property, plant and equipment, rollingstock and infrastructure where the Group, as lessee, assumes substantially all the risks and benefits of
ownership, 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.
Cross border leases

Cross border leases are accounted for on a basis that reflects the substance of the transactions, being to record a leased asset and to only recognise in the
accounts the resulting changes in cash flows.

Where it is necessary under the cross border lease provisions to substitute existing owned assets for damaged or disposed leased assets, or to terminate part or
all of a lease, and there is a difference between the value of the owned asset and the acquisition or termination cost of the leased asset, this amount is netted
off in the income statement to ensure the leased asset is recorded at fair value.

(ac) BUSINESS COMBINATIONS

The purchase method of accounting is used to account for all acquisitions of assets (including business combinations) regardless of whether equity instruments
or other assets are acquired. Cost is measured at the fair value of the assets given, shares issued or liabilities incurred or assumed at the date of exchange plus
costs directly attributable to the acquisition.

|dentifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are measured initially at their fair values at the acquisition
date, irrespective of the extent of any minority interest. The excess of the cost of acquisition over the fair value of the QR Group’s share of the identifiable net assets
acquired is recorded as goodwill. If the cost of acquisition is less than the QR Group’s share of the fair value of the identifiable net assets of the subsidiary acquired,
the difference is recognised directly in the income statement, but only after a reassessment of the identification and measurement of the net assets acquired.

The capitalisation threshold is $2,000. Certain items are excluded from this capitalisation as described in (note 1(m)).Costs subsequent to initial acquisition are
capitalised when it is probable additional future economic benefits will flow in future years. Assets acquired at no cost or for nominal consideration are recognised
at their fair value at the date of acquisition.

NOTES TO THE FINANCIAL STATEMENTS QR LIMITED FINANCIAL REPORT / 2 -1
30 JUNE 2009 (CONTINUED) 2008/09

(ad) INSURANCE
The Group insures against risks which are largely uncontrollable, have significant or catastrophic consequences for assets and/or revenue, and the aggregate costs
of which would exceed the limit of exposure the organisation is prepared to accept.

Insurance cover has accordingly been effected for a variety of such risks. Other areas of risk exposure are self-insured, including workers’ compensation.

Self-insurance and other underwriting activities are performed by QR Limited’s wholly-owned subsidiary, On Track Insurance Pty Ltd (“OTI"). Inter-company
transactions are undertaken to reflect OTI's insurance activities however these net out to nil on consolidation.

(ae) ENVIRONMENTAL REGULATION

The Group is subject to a variety of laws and regulations in the jurisdiction in which it operates or maintains land. Where remediation measures are probable
and can be reliably measured, such costs incurred in complying with relevant laws and regulations are accounted for accordingly. Where reliable estimates are
unable to be determined for regulatory and remediation costs, no amounts have been provided for.

(af) AUTHORISATION FOR ISSUE
The consolidated financial statements are authorised for issue by the Chairman at the date of signing the management certificate.

(ag) INTER-COMPANY TRANSACTIONS

Transactions between the parent and entities within the Group which are of an operating nature are recognised in either trade and other receivables or trade and
other payables of the parent. The net amount receivable or payable is settled via an inter-company loan account between the parent and the trading partner in
the following month.

Inter-company transactions that are non-operating in nature are recognised directly against an inter-company loan account between the parent and
the trading partner.

Allinter-company loan balances are classified as either non-current trade and other receivables or other non-current liabilities at reporting date.

The balance of the inter-company loan accounts may be settled periodically via cash transfers between the parent and the trading partner at the discretion
of the General Manager Treasury.
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2 FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of financial risks: market risk, credit risk and liquidity risk. The Group’s overall risk management
program focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on the financial performance of the Group.
The Group uses derivative financial instruments such as foreign exchange contracts and commodity swap contracts to hedge significant risk exposures.
Trading for profit is strictly prohibited.

Risk management is carried out by a central treasury department within the Group (Group Treasury) under policies approved by the QR Board of
Directors. Group Treasury identifies, evaluates and hedges financial risks in close cooperation with the Group’s operating units. The Board provides
written principles for overall risk management, as well as written policies covering specific areas, such as mitigating foreign exchange, interest
rate and credit risks, use of derivative financial instruments and investing excess liquidity. Compliance to this Board directive is reported to the
Treasury Management Committee on a regular basis. Any breaches of policy are reported to the QR Board.

Sensitivity analysis has been used to help assess the financial risk of the Group. In determining this sensitivity, the average of the 50 day
historical volatility of the closing daily spot rate for three years, was used to adjust the forward curve. A three year period was chosen in line with the Group’s
currenthedging framework. For commodity price risk, the adjustment was applied to both the Gasoil and Brent forward curves, while for foreign currency the
adjustment was applied to both the US Dollar and the Euro.

(a) MARKET RISK

(i) Foreign exchange risk

Foreign exchange risk arises when future commercial transactions and recognised assets and liabilities are denominated in a currency that is not
the entity’s functional currency. The Group operates internationally and is exposed to foreign exchange risk arising from various currency exposures,
primarily with respect to the US Dollar (“USD”) and the Euro (“EUR”). The risk is measured using cash flow at risk.

The Group has a Board Directive in place to manage foreign exchange risk. The parent entity, on behalf of the Group, is required to hedge foreign
exchange risk on exposures arising from future transactions and recognised assets and liabilities using approved derivative risk instruments transacted
by Group Treasury.

The Group’s foreign exchange risk management policy dictates the level of hedging to be undertaken within the Board approved limits. As at the
balance sheet date, the Board approved trading range for the foreign exchange risk hedging is:

0 — 1 year: 80%—-100%
1 -2 years: 70%—-100%
2 — 3 years: 60%—-100%

The Group designates derivatives for highly probable foreign exchange forecast transactions. The Group operates on a 70% (2008: 70%) ‘highly
probable’ hedge accounting framework for capital forecast foreign currency expenditure, and 100% (2008: 100%) ‘highly probable’ hedge accounting
framework for commodity related foreign currency forecast expenditure. At balance date, 75% (2008: 85%) of foreign exchange hedges were
designated for hedge accounting purposes.

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 Balance Sheet by the related amount deferred
in equity.

At balance date, these contracts recognised directly in equity were net losses of $14.7 million (2008: loss of $45.8 million).

During the year ended 30 June 2009, losses of $4.7 million (2008: $14.3 million) were removed from equity and included in the acquisition cost of
components, gains of $17.6 million (2008: $14.7 million loss) were removed from equity and included in the acquisition cost of capital and gains of
$6.5 million (2008: loss of $9.0 million) were transferred to profit and loss.
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The carrying amounts of the Group’s and parent entity’s financial assets and liabilities are denominated in Australian dollars except as set out below:

Consolidated Parent
2009 2008 2009 2008
$°000 $'000 $°000 $'000
Receivables
Malaysian Ringgit 18 - 18
Hong Kong dollars - 31 - 31
Canadian dollars 9,505 8,391 9,505 8,391
9,523 8,422 9,523 8,422
Trade payables
Malaysian Ringgit 136 - 136 -
Canadian dollars 9,505 8,391 9,505 8,391
9,641 8,391 9,641 8,391
The Group’s exposure to foreign currency risk at the reporting date was as follows:
30 June 2009 usD EUR SEK
$°000 $°000 $°000
Forward exchange contracts
— buy foreign currency (cash flow hedges) 159,255 111,558 129,720
Net exposure 159,255 111,558 129,720
usb EUR SEK
30 June 2008 $°000 $°000 $°000
Forward exchange contracts
— buy foreign currency (cash flow hedges) 311,728 170,940 90,300
The parent’s exposure to foreign currency risk at the reporting date was as follows:
usb EUR SEK
30 June 2009 $°000 $°000 $°000
Forward exchange contracts
— buy foreign currency (cash flow hedges) 154,360 111,503 129,720
Net exposure 154,360 111,503 129,720
usb EUR SEK
30 June 2008 $°000 $°000 $°000
Forward exchange contracts
— buy foreign currency (cash flow hedges) 300,100 170,940 90,300
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Group sensitivity

At 30 June 2009, had the Australian dollar weakened / strengthened by 16.78% / 13.46% against the USD / EUR with all other variables held constant,
the Group’s post-tax profit for the year would have been $17.3 million higher / $12.6 million lower (2008: 10.64% / 8.51%, $10.2 million higher / $8.8
million lower), mainly as a result of forecast capital expenditure. Equity would have been $49.3 million higher / $35.7 million lower (2008: 10.64% /
8.51%, $48.1 million higher / $37.9 million lower) arising mainly from hedging capital expenditure (2008: arising mainly from hedging the forecast
USD purchase price of diesel).

Parent entity sensitivity

At 30 June 2009, had the Australian dollar weakened / strengthened by 16.78% / 13.46% against the USD / EUR with all other variables held constant,
the parent entity’s post-tax profit for the year would have been $16.5 million higher / $12.0 million lower (2008: 10.64% / 8.51%, $9.7 million higher
/ $8.3 million lower), mainly as a result of forecast capital expenditure. Equity would have been $48.8 million higher / $35.4 million lower (2008:
10.64% / 8.51%, $47.3 million higher / $37.2 million lower) arising mainly from hedging capital expenditure (2008: arising mainly from hedging the
forecast USD purchase price of diesel).

(il Price risk
Commodity price risk arises when future commercial supply agreements are subject to fluctuations in price movements. Commodity swap contracts,
transacted by Group Treasury, are used to manage commodity price risk.

The Group has Board Directives in place to manage commodity price risk. The parent entity, on behalf of the Group, is required to hedge commodity price
risk exposures arising from forecast future consumption and recognised assets and liabilities using approved derivative risk instruments transacted
by Group Treasury.

The Group uses the commodity Singapore Gasoil 0.001% due to environmental efficiencies, however, as this product is not forward priced in the
market the parent entity has used Singapore Gasoil 0.5% to hedge exposures until January 2010. All commodity exposures from February 2010
onwards have been hedged in Brent crude oil.

The Group’s commodity price risk management policy is based on a matrix application that dictates the level of hedging to be undertaken within the
Board approved limits. As at the balance sheet date, the Board approved trading range for the commodity price hedging is:

0 — 1 year: 80%-100%
1 -2 years: 70%-100%
2 — 3 years: 60%-100%

Due to the reliability of forecasts, 100% hedge accounting is applied across monthly time buckets for distillate hedging. As a result, all gains and
losses from hedges will be allocated to equity, and transferred to the distillate expense account upon realisation of the hedged position.

Group sensitivity

At 30 June 2009, had the Gasoil / Brent price decreased / increased by 37.1% / 40.8% with all other variables held constant, the Group’s post-tax
profit would have been $0.1 million lower / $0.1 million higher (2008: 24.47% / 31.25%, $4.0 million lower / $4.0 million higher), the Group’s equity
would have been $0.8 million lower / $0.7 million higher (2008: 24.47% / 31.25%, $60.0 million lower / $55.5 million higher).

Parent entity sensitivity

At 30 June 2009, had the Gasoil / Brent price weakened / strengthened by 37.1% / 40.8% with all other variables held constant, the parent entity’s
post-tax profit would have been $0.1 million lower / $0.1 million higher (2008: 24.47% / 31.25%, $4.0 million lower / $4.0 million higher), the parent
entity’s equity would have been $0.8 million lower / $0.7 million higher (2008: 24.47% / 31.25%, $60.0 million lower / $55.5 million higher).

(iii) Cash flow and fair value interest rate risk

The Group’s interest rate risk arises from long term borrowings. Borrowings 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. The Queensland Treasury Corporation (“QTC”) has been authorised to
manage the interest rate risk of the Group within limits in accordance with the risk profile approved by the QR Board of Directors.

This is achieved by varying the proportion of the floating and fixed rate funding. The performance of this risk management is assessed against the
benchmark debt portfolio.

The economic entity’s exposure to interest rate risk, which is the risk that a financial instrument’s value will fluctuate as a result of changes in market
interest rates and the effective weighted average interest rates on those financial assets and financial liabilities, is therefore restricted to cash at bank.
The interest rate applicable as at 30 June 2009 was 3.00% (2008: 7.00%).
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30 June 2009 30 June 2008
Weighted average Balance  Weighted average Balance
interest rate interest rate
% $°000 % $°000
Bank overdrafts and bank loans 6.6% 6,446,373 6.4% 5,201,000
Net exposure to cash flow interest rate risk 6,446,373 5,201,000

The following table summarises the sensitivity of the Group’s debt with Queensland Treasury Corporation to interest rate risk.

Interest rate risk

-1% +1%
Carrying
30 June 2009 amount Profit Equity Profit Equity
$°000 $°000 $°000 $°000 $°000
Client Specific Debt Pool 4,774,199 8,792 8,792 (8,792 (8,792)
Total increase / (decrease) 8,792 8,792 (8,792) (8,792)
Interest rate risk
-1% +1%
Carrying
30 June 2008 amount Profit Equity Profit Equity
$°000 $'000 $°000 $°000 $°000
Client Specific Debt Pool 4,695,420 3,406 3,406 (3,400) (3,406)
Total increase / (decrease) 3,406 3,406 (3,406) (3,406)

(b) CREDIT RISK
The maximum exposure to credit risk, excluding the value of any collateral or other security, at balance date to recognised financial assets, is the carrying
amount, net of any provisions for impairment of those assets, as disclosed in the balance sheet and notes to the financial statements.

The economic entity does not have any material credit risk exposure to any single receivable or group of receivables under financial instruments entered
into by the economic entity. For wholesale customers without credit rating, the Group generally retains title over the goods sold until full payment is
received. For some trade receivables the Group may also obtain security in the form of guarantees, deeds of undertaking or letters of credit which can be
called upon if the counterparty is in default under the terms of the agreement.

The Group has policies in place to ensure sales of products and services are only made to customers with an appropriate credit history.

Derivative counterparties and cash transactions are limited to high credit quality financial institutions and are approved by the QR Board of Directors.
The Group has policies that limit the amount of credit exposure to any one financial institution. At the balance sheet date the Group had the following credit
exposure risk, in dollars:

Consolidated Parent entity

2009 2008 2009 2008
$°000 $'000 $°000 $'000

Cash at bank and short-term bank deposits
AAA - 24,215 - 24,215
AA+ 47,840 - 47,840 -
AA 56,380 30,687 5,231 21,070
104,220 54,902 53,071 45,285

Derivative financial assets

AA+ - - - -
AA 7,838 111,239 7,838 111,239
AA- - 20,531 - 20,531
A+ 20,821 - 20,748 -
28,659 131,770 28,586 131,770
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(c) LIQUIDITY RISK
Prudent liquidity risk management implies maintaining 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.

Liquidity risk management within the Group ensures sufficient cash to meet short term and long term financial commitments. The Group has policies in place
to manage liquidity risk, including the establishment of an annual approved borrowing program and the availability of appropriate working capital facilities.

The Group manages liquidity risk by monitoring forecast cash flows and ensuring adequate cash flow is maintained.

The tables below analyse the Group’s and the parent entity’s financial liabilities and net and gross settled derivative financial instruments into relevant maturity
groupings based on the remaining period at the reporting date to the contractual maturity date. The amounts disclosed in the table are the contractual
undiscounted cash flows, except for interest.
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Total
Between 1 contractual
BT =L LT 2L Less than 1 year and 5 years Over 5 years cash flows
$°000 $'000 $°000 $°000
Non-derivatives
Non-interest bearing 496,981 10,801 239 508,021
Variable rate 53,759 - 53,759
Fixed rate 342,387 1,365,960 4,737,856 6,446,203
Total non-derivatives 893,127 1,376,761 4,738,095 7,007,983
Derivatives
Net settled (forward commodity hedges) (515) 3,490 2,975
Gross settled (foreign exchange hedges)
— (inflow) (457,187) (251,149) (708,336)
— outflow 466,671 249,984 716,655
Total derivatives 8,969 2,325 11,294
Total
Between 1 contractual
Group - At 30 June 2008 Less than 1 year and 5 years QOver 5 years cash flows
$'000 $°000 $°000 $°000
Non-derivatives
Non-interest bearing 500,323 500,323
Variable rate 565,089 - 565,089
Fixed rate 335,635 1,349,624 2,993,481 4,678,740
Total non-derivatives 1,401,047 1,349,624 2,993,481 5,744,152
Derivatives
Net settled (forward commodity hedges) (73,741) (63,197) (126,938)
Gross settled (foreign exchange hedges)
— (inflow) (436,492) (337,304) (773,796)
— outflow 468,352 356,743 825,095
Total derivatives (41,881) (33,758) (75,639)
Total
Between 1 contractual
Parent - At 30 June 2009 Less than 1 year and 5 years Qver 5 years cash flows
$'000 $°000 $°000 $°000
Non-derivatives
Non-interest bearing 585,668 9,554 595,222
Variable rate 53,759 - 53,759
Fixed rate 342,387 1,365,960 4,737,856 6,446,203
Total non-derivatives 981,814 1,375,514 4,737,856 7,095,184
Derivatives
Net settled (forward commodity hedges) (515) 3,490 2,975
Gross settled (foreign exchange hedges)
— (inflow) (441,939) (250,684) (692,623)
— outflow 451,059 249,513 700,572
Total derivatives 8,605 2,319 10,924
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Parent — At 30 June 2008 Less than 1 year angtgviggrs Over 5 years contractua ff:\:s

$'000 $'000 $'000 $°000
Non-derivatives
Non-interest bearing 440,675 148,358 589,033
Variable rate 565,089 - - 565,089
Fixed rate 335,634 1,349,624 2,993,481 4,678,739
Total non-derivatives 1,341,398 1,349,624 3,141,839 5,832,861
Derivatives
Net settled (forward commodity hedges) (73,741) (563,197) - (126,938)
Gross settled (foreign exchange hedges)
— (inflow) (426,562) (337,304) - (763,866)
— outflow 457,888 356,743 - 814,631
Total derivatives (42,415) (33,758) - (76,173)

3 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including expectations of future events that may
have a financial impact on the entity and that are believed to be reasonable under the circumstances.

(a) CRITICAL ACCOUNTING ESTIMATES AND ASSUMPTIONS

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by definition, seldom equal the related actual
results. The estimates and assumptions that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the
next financial year are discussed below.

(i)  Estimated impairment of goodwill

The Group tests annually whether goodwill has suffered any impairment, in accordance with the accounting policy stated in note 1(r). The recoverable amounts of
cash-generating units have been determined based on value-in-use calculations. These calculations require the use of assumptions. The Group has not recognised
an impairment loss for the financial year. Refer to note 17 for details of these assumptions and the potential impact of changes to the assumptions.

4 CORRECTION OF ERROR, REVISION OF ESTIMATES AND VARIATION FROM PRELIMINARY REPORT

Management have decided to broaden the criteria for capitalisation of borrowing costs for the parent entity. The original criteria used for identifying “qualifying
assets”, in line with AASB 123 Borrowing Costs, was limited to property and also rollingstock not used for passenger services. The individual project spend
had to also exceed $10 million.

The new criteria used to identify a “qualifying asset” has been extended to include infrastructure projects, other rollingstock and travel train assets.
The individual project minimum spend has also been reduced to $0.1 million.

This revision in accounting policy was a voluntary decision and therefore must be applied retrospectively to all prior accounting periods which can be practically
determined. The impact of the change for the comparative reporting period was to increase the value of property, plant and equipment sitting in assets under
construction by $28.4 million and to decrease finance costs by $28.4 million. The impact, including tax effect accounting, is summarised in note 1(d).

Had the interest capitalisation policy not been changed, the current year profit after tax would have been $42.3 million lower.

Management have also revised the discount rate used to derive the present value of non-current employee benefits. Given the impact of the current economic
downturn, it was considered appropriate to review the existing assumptions and other factors which may have changed over time. Whereas previously QR
Limited had used the rate applicable to the Commonwealth Treasury Fixed Coupon Bonds, upon an independent review in 2008-09, it was decided to revise
the discount rate slightly and adopt the Commonwealth Treasury Capital Indexed Bonds adjusted for an assumed annual inflation rate. This revision has been
made retrospectively and applies to the comparative reporting period.

The impact of the revised bond rate for the comparative reporting period is to increase both employee benefits expense and non-current employee benefits
liability by $21.9 million. The impact, including tax effect accounting, is summarised in note 1(d).

Had the calculation of non-current employee benefits not been changed the current year profit after tax would have been $29.5 million lower.

There were no other material corrections of errors or revisions of estimates relating to the previous financial year.
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5 REVENUE FROM OPERATIONS 7 EXPENSES
Consolidated Parent Consolidated Parent
2009 2008 2009 2008 2009 2008 2009 2008
$°000 $'000 $°000 $°000 $°000 $°000 $°000 $'000
From continuing operations Profit before income tax includes the following
Services revenue 3,712,384 3,284,437 2,165,966 2,812,582 specific expenses:
Interest revenue 5,424 3,301 4,178 2,646 Depreciation
Other revenue 76,399 101,591 48,572 77,797 Buildings 19,316 17,309 17,435 16,122
Construction and other works revenue 32,045 20,781 24,674 20,781 Plar?t and equipment 99,758 52,849 45,341 45,206
Rent and sub-lease rentals 11,010 9,451 7,123 9,439 Rollingstock 169,883 112,300 143,243 90.538
Infrastructure 179,968 164,738 43,575 162,939
3,837,262 3,419,561 2,250,513 2,923,245 Total depreciation 424,925 347,196 249,594 314,805
Services revenue includes Transport Service Contracts of $1,307.2 million (2008: $1,103.8 million). Amortisation
Other revenue includes Shareholder Agreement revenue of $8.7 million (2008: $9.7 million). Buildings under finance leases 419 343 208 231
Rollingstock under finance leases 78,431 98,838 78,431 98,839
Infrastructure under finance leases - 1 - 1
Total amortisation 78,850 99,182 78,639 99,071

6 OTHER INCOME

Total property, plant and equipment depreciation

Consolidated Parent and amortisation expense (note 16) 503,775 446,378 328,233 413,876
2009 2008 2009 2008 Other amortisation
$°000 $'000 $000 $'000 Software 11,150 11,611 10,919 11,325
Net gain / (loss) on disposal of property, plant and equipment - 14,412 - 14,750 Customer contracts 241 1,816 - -
) ) ) ) Total amortisation (note 17) 11,391 13,427 10,919 11,325
Netl un(eallsed galnl/ (Ioss) on foreign currency and commodity 2,349 13.128 2,096 13,283
derivatives not qualifying as hedges — —
Total depreciation and amortisation expense 515,166 459,805 339,152 425,201
Net realised gain / (loss) on foreign exchange 29,793 (1,647) 29,545 (1,647)
Finance costs
Government grants (a) 101,427 97,857 76,310 73,933 Interest and f " " bi 336.985 304106 336.984 304105
133,569 123,750 107,951 100,319 METest and TNANCe Lharges padipayane : : : :
Finance costs expensed 336,985 304,106 336,984 304,105
Other expenses
(a) GOVERNMENT GRANTS Rental expenses relating to leases 15,348 11,448 200 857
Gfrg; if $j||Q1 .42rgggn$(§§%8: $|?7.9 rTnhiIIion) were recfoglyfq:szd as ((j)ltther mCOTﬁ by thiGroupldurir;tg t?]e (:irt'lar;gial year. tThe:z ggants nzjg(ijnly i(;mprifgtca Jgel trlebfaltes Net loss on disposal of property, plant and equipment 3,445 } 1,851 }
0 .4 million ( :$96.5 mi |9n). ere are no unfulfilled conditions or other contingencies attached to these grants. The Group did not benefit directly from Defined benefit superannuation expense 1,112 40,264 32,534 40,264
any other forms of government assistance. . o }
Defined contribution superannuation expense 64,834 52,317 40,228 43,470
Provision for inventory obsolescence 1,475 4,863 1,298 4,749
Research and development costs 555 296 530 295
Other expenses (1,574) 6,940 (4,550) 5,268
125,195 116,128 72,091 94,903
Settlement of litigation expenses (2,130) (986) (2,133) (986)

Impairment losses — financial assets
Trade receivables 2,412 1,221 237 590

Impairment of other assets

Property, plant and equipment (17,617) 26,746 (17,899) 23,538
Software - 887 - 887
Impairment of other assets (17,617) 27,633 (17,899) 24,425

Total other expenses 107,860 143,996 52,296 118,932
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8 INCOME TAX EXPENSE
Consolidated Parent
2009 2008 2009 2008
$°000 $'000 $°000 $'000
(a) INCOME TAX EXPENSE
Current tax 12,338 45,371 (109,754) 35,422
Deferred tax 73,650 23,679 47,071 26,543
Adjustments for current tax of prior periods 1,599 2,672 1,774 2,641
87,587 71,722 (60,909) 64,606
Deferred income tax expense included in income tax expense
comprises:
(Increase) / decrease in deferred tax assets (note 20) (20,844) (7,532) (31,918) (3,469)
Increase in deferred tax liabilities (note 27) 94,494 31,211 78,989 30,012
73,650 23,679 47,071 26,543
(b) NUMERICAL RECONCILIATION OF INCOME
TAX EXPENSE TO PRIMA FACIE TAX PAYABLE
Profit from continuing operations before income tax expense 386,266 287,706 (112,113) 267,046
Tax at the Australian tax rate of 30% (2008: 30%) 115,880 86,311 (33,633) 80,113
Tax effect of amounts which are non-deductible (taxable) in
calculating taxable income:
Capital gains / (losses) (37) 5,532 (37) 5,532
Consulting 842 166 265 91
Entertainment 98 128 40 52
Research and development (4,014) (124) (3,362) (124)
Share of net profit from joint ventures (165) (153)
Interest Capitalisation (28,208) (8,384) (28,208) (8,384)
Foreign exchange gains capitalised (4,414) (4,414)
Other 6,283 (13,208) 7,119 (13,943)
Non-assessable income (277) (1,372) (300) (1,372)
Adjustment for fixed assets transfer - -
Adjustments for current tax of prior periods 1,599 2,673 1,774 2,641
Total income tax expense 87,587 71,722 (60,909) 64,606
(c) AMOUNTS RECOGNISED DIRECTLY IN EQUITY
Aggregate current and deferred tax arising in the reporting
period and not recognised in net profit or loss but directly
debited or credited to equity
Net deferred tax — debited (credited) directly
to equity (notes 20 and 27) (26,785) 25,325 (26,791) 25,438
(d) TAX LOSSES
Tax losses transferred to (receivable from) parent entity
under tax funding agreement - 406,390 33,139
Potential tax benefit @ 30% - - 121,917 9,942
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(e) TAX CONSOLIDATION LEGISLATION
QR Limited and its wholly-owned Australian controlled entities implemented tax consolidation legislation from 1 July 2003.

The tax consolidation group adopted a group allocation approach effective 1 July 2006 and account for their own current and deferred tax amounts.
This method complies with Interpretation 1052 Tax Consolidation Accounting and AASB 112 Income Taxes with tax amounts measured as if the Group were a
stand-alone taxpayer in its own right.

Under the terms of the tax funding agreement, the Group compensates QR for any current tax payable assumed and is compensated by QR for any
current tax receivable and deferred tax assets relating to unused tax losses or unused tax credits that are transferred to QR under tax consolidated
legislation. The funding amounts are recognised as non-current inter-company receivables or payables.

9 CURRENT ASSETS — CASH AND CASH EQUIVALENTS

Consolidated Parent

2009 2008 2009 2008

$'000 $'000 $°000 $'000

Cash on hand 188 198 45 185
Bank balances 57,127 25,955 5,897 20,012
Short term investments 47,840 27,888 47,840 24,215
Trust monies 30 1,058 3 1,058
105,185 55,099 53,785 45,470

(a) RECONCILIATION TO CASH AT THE END OF THE YEAR
The above figures are reconciled to cash at the end of the financial year as shown in the statement of cash flows as follows:

Consolidated Parent
2009 2008 2009 2008
$°000 $'000 $°000 $'000
Balances as above 105,186 55,098 53,785 45,469
Less: Trust monies (30) (1,058) (3) (1,058)
Balances per statement of cash flows 105,156 54,040 53,782 44 411

(b) INTEREST RATE RISK EXPOSURE
The Group’s and the parent entity’s exposure to interest rate risk is discussed in note 2.
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10 CURRENT ASSETS — TRADE AND OTHER RECEIVABLES (b) OTHER RECEIVABLES
These amounts generally arise from transactions outside the usual operating activities of the Group. For the parent entity, these mainly consist of a
Consolidated Parent Shareholder Agreement (SHA) receivable amounting to $8.7 million (2008: $9.7 million) and miscellaneous receivables relating to items of a revenue
2009 2008 2009 2008 nature not invoiced at reporting date amounting to $30.0 million (2008: $23.8 million).
$°000 $'000 $’000 $'000
(c) FOREIGN EXCHANGE AND INTEREST RATE RISK
Trade receivables 336,363 304,183 182,117 203,860 Information about the Group’s and the parent entity’s exposure to foreign currency risk and interest rate risk in relation to trade and other receivables
Provision for impairment of receivables (2,274) (1,413) (471) (767) is discussed in note 2.
Net trade receivables 334,089 302,770 181,646 203,093 (d) FAIR VALUE AND CREDIT RISK
Inter-company receivables 17 . 434.998 26.183 Due to the short-term nature of these receivables, their carrying amount is assumed to approximate their fair value.
Transport service contracts 88,381 47,137 2,103 47,137 The maximum exposure to credit risk at the reporting date is the carrying amount of each class of receivables mentioned above. The Group does hold
Other receivables 66,042 57,250 33,473 54,015 collateral as security in the form of bank guarantees, refer to note 26(c). For more information on the risk management policy of the Group and the
Lease receivable 292 545 292 545 credit quality of the entity’s trade receivables, refer to note 2.
488,821 408,302 652,512 331,573
(2) IMPAIRED TRADE RECENABLES T N I 11 CURRENT ASSETS — INVENTORIES
As at 30 June 2009, current trade receivables of the Group with a nominal value of $0.7 million (2008: $1.0 million) were impaired. The amount
of the provision was $2.3 million (2008: $1.4 million). It was assessed that a portion of the receivables is expected to be recovered. The ageing Consolidated Parent
of these receivables is as follows: 2009 2008 2009 2008
. $°000 $'000 $°000 $'000
Consolidated Parent
2,009 2’008 2’009 2’008 Raw materials and stores — at cost 230,531 200,360 166,065 174,792
1 1000 2 1000 Less: provision for inventory obsolescence (581) (555) - -
Work in progress — at cost 9,319 10,440 9,319 10,440
110 3 months 256 362 152 359 Inventory at lower of cost or net realisable value 239,269 210,245 175,384 185,232
3 to 6 months 33 168 33 158
over 6 months 362 431 321 390 (a) INVENTORY EXPENSE
651 961 506 907 Inventory recognised as expense during the year ended 30 June 2009 amounted to $835.1 million (2008: $788.5 million). Write-downs of

Past due but not impaired inventories to net realisable value recognised as an expense during the year ended 30 June 2009 amounted to $2.0 million (2008: $3.0 million).

As at 30 June 2009, trade receivables of $4.5 million (2008: $3.6 million) were past due but not impaired. The ageing analysis of these trade
receivables is as follows:

Consolidated Parent
2009 2008 2009 2008
$°000 $'000 $°000 $'000
3 to 6 months 3,454 2,543 1,478 618
over 6 months 1,090 1,093 764 1,078
4,544 3,636 2,242 1,696
Movements in the provision for impairment of receivables are as follows:
Consolidated Parent
2009 2008 2009 2008
$°000 $'000 $°000 $'000
At 1 July 1,413 1,394 767 1,384
Provision for impairment recognised during the year 1,668 1,215 237 569
Receivables written off during the year as uncollectable (807) (1,196) (343) (1,186)
Transfer between entities - - (190) -
2,274 1,413 471 767

The creation and release of the provision for impaired receivables has been included in the income statement. Amounts charged to the provision
account are generally written off when there is no expectation of recovering additional cash.
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12 DERIVATIVE FINANCIAL INSTRUMENTS

Consolidated Parent

2009 2008 2009 2008

$°000 $°000 $°000 $°000
Current assets
Forward foreign currency contracts ((a)(i)) 9,762 2,735 9,689 2,735
Commodity contracts ((a)(ii)) 4,282 73,741 4,282 73,741
Total current derivative financial instrument assets 14,044 76,476 13,971 76,476
Non-current assets
Forward foreign currency contracts ((a)(i)) 10,694 2,097 10,694 2,097
Commodity contracts ((a)(ii) 3,921 53,198 3,921 53,198
Total non-current derivative financial instrument assets 14,615 55,295 14,615 55,295
Total derivative financial instrument assets 28,659 131,771 28,586 131,771
Current liabilities
Forward foreign currency contracts ((a)(i)) 19,245 34,596 18,809 34,062
Commodity contracts ((a)(ii)) 3,767 - 3,767 -
Total current derivative financial instrument liabilities 23,012 34,596 22,576 34,062
Non-current liabilities
Forward foreign currency contracts ((a)(i)) 9,530 21,536 9,523 21,536
Commodity contracts ((a)(ii) 7,411 - 7,411 -
Total non-current derivative financial instrument liabilities 16,941 21,536 16,934 21,536
Total derivative financial instrument liabilities 39,953 56,132 39,510 55,598

At balance date, all derivative instruments were contracted by the parent entity on behalf of the QR Group.

(a) INSTRUMENTS USED BY THE GROUP
The Group is party to derivative financial instruments in the normal course of business in order to hedge exposure to fluctuations in foreign exchange rates
and diesel prices in accordance with the Group’s financial risk management policies (note 2).

(i) Forward exchange contracts — cash flow hedges

The Group is party to derivative financial instruments in the normal course of business in order to hedge exposure to fluctuations in foreign exchange rates.
The Group enters into forward exchange contracts to hedge against identifiable currency risks associated with capital investment contracts and components,
including the foreign currency risk associated with hedging diesel. The cash flows are expected to occur at various dates within the next three years.

(i) Commodity swap contracts — cash flow heages
The Group is party to derivative financial instruments in the normal course of business to hedge exposures to fluctuations in commodity prices. The Group enters
into commodity swap contracts to hedge against identifiable commodity price risk associated with the purchase of diesel fuel.

(b) CREDIT RISK EXPOSURES

Credit risk on derivative contracts is minimised as counterparties are approved by the QR Board of Directors and are recognised financial intermediaries with
acceptable credit ratings determined by a recognised ratings agency, in accordance with a credit risk management framework. Information about the Group’s
and the parent entity’s exposure to credit risk and foreign exchange is provided in note 2.

13 CURRENT ASSETS — OTHER CURRENT ASSETS

Consolidated Parent
2009 2008 2009 2008
$°000 $'000 $°000 $'000
Prepayments 18,298 16,526 29,461 26,162

18,298 16,526 29,461 26,162
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14 NON-CURRENT ASSETS — RECEIVABLES

Consolidated Parent
2009 2008 2009 2008
$°000 $°000 $°000 $°000
Inter-company receivables - - 5,548,962 699,742
Deposits 9,522 8,398 9,505 8,392
Lease receivables - 292 - 292
Other receivables 11,606 18,816 12,278 18,816
21,128 27,506 5,570,745 727,242
(a) IMPAIRED RECEIVABLES AND RECEIVABLES PAST DUE
None of the non-current receivables are impaired or past due but not impaired.
(b) FAIR VALUES
The fair values and carrying values of non-current receivables are as follows:
2009 2008
Group Carrying amount Fair value Carrying amount Fair value
$°000 $°000 $'000 $'000
Deposits 9,522 9,522 8,398 8,398
Lease receivables - - 292 292
Other receivables 11,606 11,606 18,816 18,816
21,128 21,128 27,506 27,506
2009 2008
Parent Carrying amount Fair value Carrying amount Fair value
$°000 $°000 $'000 $°000
Inter-company receivables 5,548,962 5,548,962 699,742 699,742
Deposits 9,505 9,505 8,392 8,392
Lease receivables - - 292 292
Other receivables 12,278 12,278 18,816 18,816
5,570,745 5,570,745 727,242 727,242
The carrying amounts of the receivables represent the best approximation of fair value.
(c) RISK EXPOSURE
Information about the Group’s and the parent entity’s exposure to credit risk, foreign exchange and interest rate risk is provided in note 2.
15 NON-CURRENT ASSETS - INVENTORIES
Consolidated Parent
2009 2008 2009 2008
$°000 $'000 $°000 $'000
Raw materials and stores 39,318 37,157 39,318 37,157
Less: provision for inventory obsolescence (3,571) (6,222) (1,590) (6,222)
35,747 30,935 37,728 30,935
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17 NON-CURRENT ASSETS — INTANGIBLE ASSETS

Key customer
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. contracts and Computer

Consolidated Goodwill brand name software Total
$°000 $°000 $°000 $°000

At 1 July 2007

Cost 78,590 8,571 58,939 146,100

Accumulated amortisation and impairment (12,373) (1,815) (19,910) (34,098)

Net book amount 66,217 6,756 39,029 112,002

Year ended 30 June 2008

Opening net book amount 66,217 6,756 39,029 112,002

Additions - 2 333 335

Acquisition of subsidiary 6,820 6,820

Transfers - 4,571 4,571

Impairment expense - (887) (887)

Amortisation expense - (1,816) (11,611) (13,427)

Closing net book amount 73,037 4,942 31,435 109,414

At 30 June 2008

Cost 85,410 8,573 63,713 157,696

Accumulated amortisation and impairment (12,373) (3,631) (32,278) (48,282)

Net book amount 73,037 4,942 31,435 109,414

Key customer
; contracts and Computer

Consolidated Goodwill brand name soft‘\)lvare Total
$°000 $°000 $’000 $'000

Year ended 30 June 2009

Opening net book amount 73,037 4,942 31,435 109,414

Additions - 7 469 476

Acquisition of subsidiary - 118 118

Transfers - 13 13

Amortisation expense - (241) (11,150) (11,391)

Closing net book amount 73,037 4,708 20,885 98,630

At 30 June 2009

Cost 85,410 8,579 63,806 157,795

Accumulated amortisation and impairment (12,373) (3,871) (42,921) (59,165)

Net book amount 73,037 4,708 20,885 98,630

Computer

Parent software
$°000

At 1 July 2007
Cost 57,238
Accumulated amortisation and impairment (18,835)
Net book amount 38,403
Year ended 30 June 2008
Opening net book amount 38,403
Transfers 4,509
Impairment expense (887)
Amortisation expense (11,325)
Closing net book amount 30,700
At 30 June 2008
Cost 61,703
Accumulated amortisation and impairment (31,003)
Net book amount 30,700

Computer
Parent software

$°000

Year ended 30 June 2009
Opening net book amount 30,700
Intercompany transfers (118)
Additions 353
Transfers 131
Amortisation expense (10,919
Closing net book amount 20,147
At 30 June 2009
Cost 61,515
Accumulated amortisation and impairment (41,368)
Net book amount 20,147
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17 NON-CURRENT ASSETS — INTANGIBLE ASSETS (CONTINUED)

(a) IMPAIRMENT TESTS FOR GOODWILL

Goodwill is allocated to the Group’s cash generating units (“CGU”) identified according to a whole of business approach. The recoverable amount of CGU for
both the Logistics Australasia Pty Ltd (“LA”) and Australia Eastern Railroad Pty Ltd (“AER”) group of companies has been determined based on a value-in-use
calculation which uses cash flow projections based on financial budgets.

The recent announcement regarding the sale of the QR business has been considered. Whilst the announcement will impact on these businesses going forward,
there is no impact on the recorded goodwill. The assessment was made on the basis of the Government’s stated commitment to realise the full market value of the
assets. In addition, the Government’s commitment through the delivery of the Corporate Plan and the expectation that QR would continue with its usual operation
of the business which includes continuation with contract negotiations and with the development of projects as part of the organisation’s ongoing business,
has meant the assumptions around the future cash flows and salvage values remain intact.

Goodwill is not amortised but is subject to annual impairment testing. No impairment loss was recognised for continuing operations in the year to 30 June
2009 (2008: $nil).

A summary of the goodwill allocation by CGU is presented below:

ol i
Logistics Australasia Pty Ltd — Retail 31,872
Australia Eastern Railroad Pty Ltd — Bulk Freight 41,165
73,037

- o
Logistics Australasia Pty Ltd — Retail 31,872
Australia Eastern Railroad Pty Ltd — Bulk Freight 41,165
73,037

(b) KEY ASSUMPTIONS USED FOR VALUE-IN-USE CALCULATIONS

Growth rate * Discount rate **

ceu 2009 2008 2009 2008

% % % %

Logistics Australasia Pty Ltd — Retail 2.5 2.5 14.0 15.3

Australia Eastern Railroad Pty Ltd — Bulk Freight 2.5 2.5 13.7 15.3

*The growth rate for LA is based on the long-term average growth rate for the transport industry. The growth rate used for AER is based on the expected future
growth rate specific to the group.

**In performing the value-in-use calculations for each CGU, the Group has applied post-tax discount rates to discount the forecast future attributable post-tax
cash flows. The equivalent pre-tax discount rates are disclosed above.

The following describes each key assumption on which management has based its cash flow projections when determining the value-in-use of the LA
and AER group of companies:

e five year projected cash flows as per management forecast.
e assumption that over the next five years, material customer contracts are retained.

e the cost of capital will remain stable over the next five year period.

NOTES TO THE FINANCIAL STATEMENTS QR LIMITED FINANCIAL REPORT / 4: ;
30 JUNE 2009 (CONTINUED) 2008/09

(c) IMPACT OF POSSIBLE CHANGES IN KEY ASSUMPTIONS
The recoverable amount of the CGU incorporating the goodwill relating to the Logistics Australasia group acquisition is estimated to be
$133.1 million (2008: $73.9 million). This exceeds the carrying amount of the CGU’s assets at 30 June 2009 by $14.5 million (2008: $5.5 million).

If the pre-tax discount rate applied to the cash flow projections of the LA Group was 15.26% instead of 13.96% (2008: 16.54% instead of 15.34%),
the recoverable amount of the CGU’s assets would equal its carrying amount. Management does not consider a change in any of the other key
assumptions to be reasonably possible.

The recoverable amount of the CGU incorporating the goodwill relating to the Australian Rail Group acquisition of AWR is estimated to be $626.7
million (2008: $444.7 million). This exceeds the carrying amount of the CGU’s assets at 30 June 2009 by $61.1 million (2008: $23.8 million).

If the pre-tax discount rate applied to the cash flow projections of the AWR CGU was 14.53% instead of 13.74% (2008: 15.77% instead of 15.34%),
the recoverable amount of the CGU’s assets would equal its carrying amount. Management does not consider a change in any of the other key
assumptions to be reasonably possible.

(d) IMPAIRMENT CHARGE
No impairment loss was recognised against goodwill for the period.

18 NON-CURRENT ASSETS — INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD

Consolidated Parent
2009 2008 2009 2008
$°000 $°000 $°000 $°000
Interest in joint ventures (note 35) 466 1,117 466 443
466 1,117 466 443

(a) INTEREST IN JOINT VENTURE

The interest in the joint venture is accounted for in the financial statements using the equity method of accounting and is carried at cost
by the parent entity (refer to note 35).

19 NON-CURRENT ASSETS — OTHER FINANCIAL ASSETS

Consolidated Parent
2009 2008 2009 2008
$°000 $'000 $°000 $'000
Unlisted equity securities (a) 46,077 31,028 - -
Shares in subsidiaries (note 38) 1 - 101,239 18,479
46,078 31,028 101,239 18,479

(a) UNLISTED SECURITIES

Unlisted securities are traded in inactive markets. The financial asset will be initially recorded at fair value plus transaction costs that are directly
attributable to the acquisition. Subsequent measurement will be in accordance with AASB 139 Financial Instruments: Recognition and Measurement
which requires investments in equity instruments that do not have a quoted market price in an active market and whose fair value cannot be reliably
measured to be measured at cost.

(b) IMPAIRMENT AND RISK EXPOSURE
The above financial assets are neither past due nor impaired. They are also denominated in Australian currency.
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20 NON-CURRENT ASSETS — DEFERRED TAX ASSETS 22 CURRENT LIABILITIES — TRADE AND OTHER PAYABLES
Consolidated Parent Consolidated Parent

2009 2008 2009 2008 2009 2008 2009 2008

$°000 $'000 $°000 $'000 $000 $'000 $°000 $°000
The balance comprises temporary differences attributable to: Trade payables — external 529,768 474,034 279,968 416,168
Accrued expenses 9,430 4,636 3,282 659 Trade payables — intercompany - - 346,073 4,623
Foreign exchange losses 8,691 B 8,691 B Dividend payables 215,086 156,821 215,086 156,821
Provisions 144,395 136,673 96,983 129,816 Trusts 19 24 - 24
Superannuation contributions 271 82 - - Other payables 20,522 60,703 13,216 54,298
Tax losses 47,421 61,340 47,421 61,339 765,395 691,582 854,343 631,934
Unearned revenue 11,784 12,205 - 11,648 (a) RISK EXPOSURE
Cash flow hedges 4,675 114 4,568 - Information about the Group’s and the parent entity’s exposure to foreign exchange risk is provided in note 2.
Various adjustments — temporary differences 5,417 5,547 1,945 5,094
Total deferred tax assets 232,084 220,597 162,890 208,556 23 CURRENT LIABILITIES _ BORROWINGS
Movements: Consolidated Parent
Opening balance at 1 July 220,597 262,750 208,556 255,242 2009 2008 2009 2008
Credited/(charged) to the income statement (note 8) 20,844 7,532 31,918 3,469 2 B e B
Transfer between entities - - (68,233) - Secured
Credited/(charged) to equity (note 30) 4,562 (3,103) 4,568 (3,216) Lease liabilities (note 34) - 2 - B
Acquisition of subsidiary (note 37) - 530 - - Total secured current borrowings - 2 - -
Pre-acquisition losses of subsidiary written off to tax expense - (173) - -
Tax losses utilised against taxable income (13,919) (46,939) (13,919) (46,939) Unsecured
Closing balance at 30 June 232,084 220597 162,890 208,556 Queensland Treasury Corporation borrowings 169 530,652 169 530,652

Total unsecured current borrowings 169 530,652 169 530,652
Deferred tax assets to be recovered within 12 months - - - - Total current borrowings 169 530,654 169 530,652
Deferred tax assets to be recovered after more than 12 months 232,084 220,597 162,890 208,556
(a) QUEENSLAND TREASURY CORPORATION BORROWINGS
21 NON-CURRENT ASSETS — OTHER NON-CURRENT ASSETS Details of the Group’s borrowing arrangements are set out in note 26 .
Consolidated Parent (b) RISK EXPOSURES
2009 2008 2009 2008 Details of the Group’s exposure to risks arising from current and non-current borrowings are set out in note 2.
$’000 $'000 $’000 $'000
(c) FAIR VALUE DISCLOSURES
Prepayments 71,247 51,250 51,183 51,250 Details of the fair value of borrowings for the Group are set out in note 26.
Other - 300 - -
71,247 51,550 51,183 51,250 (d) SECURITY

Information about the security relating to each of the secured liabilities and further information on the bank overdrafts and bank loans
are set out in note 26.
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25 CURRENT LIABILITIES — OTHER CURRENT LIABILITIES

Consolidated Parent
2009 2008 2009 2008
$°000 $'000 $°000 $'000
Current provisions
Litigation and workers’ compensation provision 18,369 15,5638 17,955 15,5638
Other provisions - 1,401 - 637
18,369 16,939 17,955 16,175
Non-current provision
Litigation and workers’ compensation provision 33,452 37,842 33,452 37,842
33,452 37,842 33,452 37,842
Total Provisions 51,821 54,781 51,407 54,017

(a) LITIGATION AND WORKERS’ COMPENSATION

Provision is made for the estimated liability for workers’ compensation and litigation claims. Claims are assessed separately for common law,
statutory and ashestos claims. The outstanding liability is determined after factoring future claims inflation and discounting future claim payments.
Estimates are made based on the average number of claims and average claim payments over a specified period time. Claims Incurred But Not
Reported (IBNR) are also included in the estimate. Claims are expected to be paid over a period exceeding more than one year.

(b) MOVEMENTS IN PROVISIONS

Movements in each class of provision during the financial year are set out below:

Litigation and workers’

Consolidated — 2009 compensation provision  Other provisions Total
$°000 $°000 $°000
Current and non-current
Carrying amount at start of year 53,380 1,401 54,781
Charged/(credited) to the income statement
— additional provisions recognised 22,199 22,199
— unused amounts transferred (669) (669)
Amounts used during the period (23,758) (732) (24,490)
Carrying amount at end of year 51,821 - 51,821
Litigation and workers’
Parent — 2009 compensation provision  Other provisions Total
$000 $°000 $°000
Current and non-current
Carrying amount at start of year 53,380 637 54,017
Charged/(credited) to the income statement
— additional provisions recognised 22,199 22,199
— unused amounts transferred (637) (637)
Amounts used during the period (24,172) (24,172)
Carrying amount at end of year 51,407 - 51,407

Consolidated Parent
2009 2008 2009 2008
$'000 $'000 $°000 $'000
Income in advance 63,413 50,286 1,124 50,236
Other current liabilities 10,688 19,569 3,084 19,540
Employee benefits 138,341 130,891 84,759 117,387
Operating lease liabilities 161 158 - -
212,603 200,904 88,967 187,163
26 NON-CURRENT LIABILITIES — BORROWINGS
Consolidated Parent
2009 2008 2009 2008
$'000 $'000 $'000 $'000
Secured
Lease liabilities (note 34) 9,505 8,392 9,505 8,392
Total secured non-current borrowings 9,505 8,392 9,505 8,392
Unsecured
Queensland Treasury Corporation borrowings 6,446,204 4,670,348 6,446,204 4,670,348
Total unsecured non-current borrowings 6,446,204 4,670,348 6,446,204 4,670,348
Total non-current borrowings 6,455,709 4,678,740 6,455,709 4,678,740
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(a) SECURED LIABILITIES AND ASSETS PLEDGED AS SECURITY
The total secured liabilities (current and non-current) are as follows:

QR LIMITED FINANCIAL REPORT

149

2008/09

Consolidated Parent
2009 2008 2009 2008
$°000 $'000 $°000 $'000
Lease liabilities 9,505 8,394 9,505 8,392
Total secured liabilities 9,505 8,394 9,505 8,392

The finance lease liabilities of the subsidiaries are effectively secured as the rights to the leased assets recognised in the financial statements

revert to the lessor in the event of default.

The carrying amounts of assets pledged as security for current and non-current borrowings are:

Consolidated Parent
2009 2008 2009 2008
Notes $°000 $'000 $°000 $'000
Non-current
Finance lease
Plant and equipment 16 - 1 -
- 1 -
Floating charge
Receivables non-current 14 9,522 8,398 9,505 8,392
9,522 8,398 9,505 8,392
Total non-current assets pledged as security 9,522 8,399 9,505 8,392
Total assets pledged as security 9,522 8,399 9,505 8,392

(b) FINANCING ARRANGEMENTS

The short-term borrowing arrangements with Queensland Treasury Corporation (“QTC”) are interest-bearing. The borrowing arrangements are subject to

annual review. The total amount of credit unused as at 30 June 2009 was $1,014.8 million (2008: $519.3 million).

Borrowings are sourced from the QR Client Specific Pool subject to annual approval of the Queensland State Treasurer. QR may draw up to the amount of

the approved borrowing program.

QR has a credit standby arrangement with the Commonwealth Bank of Australia in the form of a bank overdraft totalling $2.0 million (2008: $2.0 million).

The amount of undrawn borrowing facilities with Queensland Treasury Corporation (“QTC”") available as at reporting date is shown below:

(c) FAIR VALUE
The carrying amounts and fair values of current and non-current borrowings and off-balance sheet guarantees at balance date are:

Consolidated Parent
2009 2008 2009 2008
$°000 $'000 $°000 $'000
Bank loan facilities
Total facilities 1,015,000 1,050,000 1,015,000 1,050,000
Used at balance date 169 530,652 169 530,652
Unused at balance date 1,014,831 519,348 1,014,831 519,348

At 30 June 2009 At 30 June 2008
Group Carrying amount Fair value Carrying amount Fair value
$'000 $’000 $’000 $'000
On-balance sheet
Non-traded financial liabilities
Borrowings 6,446,373 6,565,830 5,201,000 5,139,058
Lease liabilities 9,505 9,505 8,394 8,393
6,455,878 6,575,335 5,209,394 5,147,451
Off-balance sheet
Unrecognised financial assets
Parent company guarantees - 402,348 367,128
Bank guarantees - 231,419 228,044
Insurance company guarantees - 40,219 36,365
Unrecognised financial liabilities
Parent company guarantees - (7,027) (7,312)
Bank guarantees - (71,138) (71,063)
Letters of credit - (156) (823)
- 595,665 552,339
At 30 June 2009 At 30 June 2008
Parent entity Carrying amount Fair value Carrying amount Fair value
$’000 $°000 $'000 $'000
On-balance sheet
Non-traded financial liabilities
Borrowings 6,446,373 6,565,830 5,201,000 5,139,058
Lease liabilities 9,505 9,505 8,392 8,392
6,455,878 6,575,335 5,209,392 5,147,450
Off-balance sheet
Unrecognised financial assets
Parent company guarantees - 350,760 367,128
Bank guarantees - 228,688 224,462
Insurance company guarantees - 40,219 36,365
Unrecognised financial liabilities
Parent company guarantees - (6,863) (7,312)
Bank guarantees - (71,138) (71,063)
Letters of credit - (156) (823)
- 541,510 548,757
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26 NON-CURRENT LIABILITIES — BORROWINGS (CONTINUED)

(i) ON-BALANCE SHEET
The fair value of borrowings, as disclosed in the notes to the accounts, is determined by reference to the published price quotation in an active market

29 CONTRIBUTED EQUITY

Inter-company loans are loans payable to related parties.

All amounts due to related parties are unsecured and non-interest bearing.

and/or by reference to pricing models and valuation techniques. It reflects the value of the debt of the corporation repaid in full at balance date. As it is Consolidated Parent
the intention of the corporation to hold its borrowings for their full term, no adjustment provision is made in these accounts. 2009 2008 2009 2008
$000 $000 $000 $000
(d) RISK EXPOSURES (a) SHARE CAPITAL
Information about the Group’s and parent entity’s exposure to interest rate and foreign currency changes is provided in note 2. Ordinary shares
Fully paid 2,834,480 2,385,080 2,834,480 2,385,080
27 NON-CURRENT LIABILITIES — DEFERRED TAX LIABILITIES Share issue 578,443 449,400 578,443 449,400
Consolidated Parent 3,412,923 2,834,480 3,412,923 2,834,480
2009 2008 2009 2008
$000 $'000 $°000 $'000 (b) MOVEMENTS IN ORDINARY SHARE CAPITAL:
The balance comprises temporary differences attributable to: Date Details Number of shares Issue price $°000
Accrued income 2,828 2,720 1,770 1,933
Consumables and spare parts 31,367 29,834 31,139 29,834 1 July 2007 Opening balance 2.385,080 2,385,080
Foreign exchange gains 1,058 4,347 1,038 4,347 Share | 449,400 $1.00 449,400
Prepayments 437 395 240 249 are 155(e : : :
Tangible fixed assets 1,010,524 908,415 307,099 899,975 30 June 2008 Balance 2,834,480 2,834,480
Cash flow hedges - 22,222 - 22,222 1 July 2008 Opening balance 2,834,480 2,834,480
Various adjustments — temporary difference - 6,010 - 6,047
Net deferred tax liabilities 1,046,214 973,943 341,286 964,600 Share issue 578,443 $1.00 578,443
30 June 2009 Balance 3,412,923 3,412,923
Movements:
Opening balance at 1 July 973,943 920,510 964,600 912,366 (c) ORDINARY SHARES S o . .
Transfers between entities - (680,081) Ordinary shgres 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.
Charged/(credited) to the income statement (note 8) 94,494 31,211 78,989 30,012
Charged/(credited) to equity (notes 29 and 30) (22,223) 22,222 (22,222) 22,222 (d) CAPITAL RISK MANAGEMENT
Closing balance at 30 June 1,046,214 973,943 341,286 964,600 The Group’s and the parent entity’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.
Deferred tax liabilities to be settled within 12 months . ) The Shareholding Ministers advise the parent entity on the appropriate methodology in determining the dividend payable annually.
Deferred tax liabilities to be settled after more than 12 months 1,046,214 973,943 341,286 964,600
28 NON-CURRENT LIABILITIES — OTHER NON-CURRENT LIABILITIES
Consolidated Parent
2009 2008 2009 2008
$000 $000 $°000 $000
Income in advance 336,776 352,427 - 351,765
Inter-company loans - - 431,525 148,358
Employee benefits 307,030 286,556 214,013 280,342
Operating lease liabilities 1,798 2,232 49 39
645,604 641,215 645,587 780,504
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Consistent with others in the industry, the Group and the parent entity monitor capital on the basis of the gearing ratio. This ratio is calculated as
net debt divided by total capital. Net debt is calculated as total borrowings (including 'borrowings' and ‘trade and other payables' as shown in the
balance sheet) less cash and cash equivalents. Total capital is calculated as ‘equity’ as shown in the balance sheet plus net debt.

The Group is required to maintain an EBIT Interest Coverage of greater than 1:1, except where the gearing ratio is greater than 70%, in which case
the EBIT Interest Coverage must be at least 1.35:1. These requirements remain unchanged from 2007 and the group has complied with these
requirements throughout the period. The Group’s gearing ratios at 30 June 2009 and 30 June 2008 were as follows:

Consolidated Parent
2009 2008 2009 2008
$°000 $'000 $°000 $'000
Total borrowings 7,221,272 5,900,974 7,310,221 5,841,325
Less: cash and cash equivalents (note 9) (105,185) (565,099) (53,785) (45,470)
Net debt 7,116,087 5,845,875 7,256,436 5,795,855
Total equity 4,249,602 3,650,395 3,854,231 3,604,507
Total capital 11,365,689 9,496,270 11,110,667 9,400,362
Gearing ratio 63% 62% 65% 62%
30 RESERVES AND RETAINED PROFITS / (ACCUMULATED LOSSES)
Consolidated Parent
2009 2008 2009 2008
$°000 $'000 $’000 $'000
(a) RESERVES
Hedging reserve — cash flow hedges (10,909) 51,5687 (10,660) 51,852
Foreign currency translation reserve 50 50
(10,859) 51,587 (10,610) 51,852
Consolidated Parent
2009 2008 2009 2008
$°000 $'000 $’000 $'000
Movements:
Hedging reserve — cash flow hedges
Balance 1 July 51,587 (7,504) 51,852 (7,504)
Revaluation (43,214) 83,080 (46,469) 83,080
Deferred tax 12,964 (24,924) 13,941 (24,924)
New highly probable effective hedging (13,676) (1,067) (13,784) (689)
Deferred tax 4,103 320 4,135 207
Realised movement to profit and loss (6,463) 9,031 (6,463) 9,031
Deferred tax 1,939 (2,709) 1,939 (2,709)
Matured and capitalised highly probable effective hedging (17,563) 14,713 (14,225) 14,713
Deferred tax 5,269 (4,414) 4,268 (4,414)
Matured and included in components cost highly
probable effective hedging (12,564) (22,064) (12,564) (22,064)
Deferred tax 3,769 6,619 3,769 6,619
No longer highly effective * 4,200 722 4,201 722
Deferred tax (1,260) (216) (1,260) (216)
Balance 30 June (10,909) 51,587 (10,660) 51,852
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Consolidated Parent
2009 2008 2009 2008
$°000 $°000 $°000 $°000
Movements:
Foreign currency translation reserve
Balance 1 July - - - -
Currency translation differences arising during the year :
Joint venture entities 50 - 50 -
Balance 30 June 50 - 50 -

* In the bi-annual review of diesel usage it was determined that some of the fuel price risk was covered in commercial trading contracts.
Accordingly, these exposures no longer required hedging.

(b) RETAINED PROFITS / (ACCUMULATED LOSSES)
Movements in retained profits / (accumulated losses) were as follows:

Consolidated Parent

2009 2008 2009 2008

$'000 $'000 $'000 $'000
Opening balance 764,328 706,919 718,175 667,267
Profit / (loss) for the year 298,679 215,984 (51,204) 202,440
Dividends (215,086) (156,821) (215,086) (156,821)
Adjustment to retained earnings (1) (61) 3) -
Adjustment to prior year dividend 36 - 36 -
Prior year adjustments from subsidiary companies * 279 - - (2,536)
Prior year pre-acquisition adjustment ARG ** - (1,693) - -
Acquisition of additional interest in jointly controlled assets (697) - - -
Reversal of prior year insurance excess payable *** - - - 7,825
Balance 30 June 847,538 764,328 451,918 718,175

* QR parent recognised prior period internal charges from subsidiary entities in the current year against retained earnings. These mainly consisted of
bulk recharges for costs incurred by subsidiaries.

** A pre 1 June 2006 acquisition amount of $1.7 million within the subsidiary Australia Western Railroad’s GST Payable balance has been identified
as an error understating GST liability. This error would have been adjusted against acquisition goodwill. However, the error was discovered more than
12 months from the date of acquisition. The amount was recognised against retained earnings in 2008.

*** The excess insurance payable to the QR Group’s insurance subsidiary, On Track Insurance Pty Ltd (“OTI”), has been de-recognised in accordance
with accounting standards. Insurance excesses must be off set against insurance provisions and not recognised as a receivable. The adjustment
included prior period amounts. The impact was a reversal of the excess insurance payable in QR parent against retained earnings. On consolidation the
adjustment is eliminated in full as the transaction is internal in nature. Hence the QR Group impact on retained earnings is nil.

(c) NATURE AND PURPOSE OF RESERVES

(i) Hedging reserve — cash flow hedges

The hedging reserve is used to record gains or losses on a hedging instrument in a cash flow hedge that are recognised directly in equity, as described
in note 1(f). Amounts are recognised in the income statement when the associated hedged transaction affects the income statement.
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31 DIVIDENDS

(a) ORDINARY SHARES

Dividend of 6.30 cents per share (2008: 5.53 cents) was declared by the Board for the year ended 30 June 2009:
Fully franked portion

Unfranked portion

Dividend paid

Fully franked portion
Unfranked portion

Parent

2009
$°000

215,086

156,785

Subsidiaries
Directors
2008
$'000
Lance Hockridge
156,821
151,493 Deborah 0’Toole

The 2009 dividend paid was $36,000 less than the amount declared in 2008 due to an amendment to Shareholder Agreement payment.

32 KEY MANAGEMENT PERSONNEL DISCLOSURES

(a) DIRECTORS AND SPECIFIED EXECUTIVES
Compensation and other terms of employment for the specified executives are formalised in service agreements. Details of Directors’ terms
of appointment and compensation details together with the major provisions of the service agreements for specified executives relating to

compensation are as follows:

QR Limited
Directors

J Prescott AC
A Davies

P Gregg

R Holloway

P Holmes a Court
Dr L Keliher AO
W McLachlan
D Petie

S Rix

J West

Position
Chairman
Director
Director
Director
Director
Director
Director
Director
Director
Director

Term

3 years 3 months
3 years

3 years 5 months
3 years

3 years 3 months
3 years

2 years

3 years

2 years

3 years

Expiry Date

30 September 2009
30 September 2011
30 September 2012
30 September 2010
30 September 2009
30 September 2011
30 September 2009
30 September 2011
30 September 2009
30 September 2010

Michael Carter

Paul Scurrah

Warren McLachlan

David Drew

Rob Holloway

Ron Ashton

Position

Director

Director

Director

Director

Chairman

Director

Director

Director

Company Expiry Date

QR Intermodal Pty Ltd, Interail Australia Pty Ltd, Australian Permanent
Rail Pty Ltd, Australia Eastern Railroad Pty Ltd, Australia

Western Railroad Pty Ltd, Australian Railroad Group

Employment Pty Ltd, AWR Lease Co Pty Ltd, Logistics

Australasia Pty Ltd, CRT Group Pty Ltd, NHK Pty Ltd, Golden

Bros. Group Pty Ltd, QR Network Pty Ltd,

QR Passenger Pty Ltd

QR Intermodal Pty Ltd, Interail Australia Pty Ltd, Australian Permanent
Rail Pty Ltd, Australia Eastern Railroad Pty Ltd, Australia

Western Railroad Pty Ltd, Australian Railroad Group

Employment Pty Ltd, AWR Lease Co Pty Ltd, Logistics

Australasia Pty Ltd, CRT Group Pty Ltd, NHK Pty Ltd, Golden

Bros. Group Pty Ltd, QR Network Pty Ltd,

QR Passenger Pty Ltd, QR Surat Basin Pty Ltd

QR Network Pty Ltd, QR Surat Basin Pty Ltd Permanent

QR Passenger Pty Ltd Permanent

On Track Insurance Pty Ltd 30 September

2009

On Track Insurance Pty Ltd Permanent

On Track Insurance Pty Ltd 30 September

2010

On Track Insurance Pty Ltd Permanent
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32 KEY MANAGEMENT PERSONNEL DISCLOSURES (CONTINUED)

Specified executives Term Expiry Date Short-term Employee Benefits includes cash salary and fees and non-monetary benefits. Non-monetary benefits represent the value of
Reportable Fringe Benefits for the respective Fringe Benefits Tax year ending 31 March and the estimated value of car parking provided.
QR Limited
Chief Executive Officer 3 years 7 November 2010 with option for () Directors of QR Limited and subsidiaries
2 year extension.
Chief Financial Officer 3 years 11 December 2010 with option AL Short-term benefits Post-employment benefits
for 2 year extension. Cash salary Non-moneta_ry . Retlreme.nt
Specified directors Position and fees benefits Superannuation benefits Total
Group Executive General Manager QR Freight 3 years 10 December 2009 with option $°000 $000 $000 $000 $000
for 2 year extension.
Executive General Manager QR Freight 3 years 24 June 2012 with option for J Pregcott AC Chawman 121 16 i 137
2 year extension. A Davies Director 27 - 27
. ' . P Gregg Director -
Executive General Manager QR Network 3 years g Decrenlli)er: 2i0r:0 with option for R Holloway Director 43 6 ) 49
year extension. P Holmes a Court Director 34 4 - 38
Executive General Manager QR Passenger 3 years 25 May 2011 with option for Dr L Keliher AO Director 26 3 - 29
2 year extension. W McLachlan Director 45 4 - 49
Executive General Manager QR Coal 3 years 24 June 2012 with option for D Petie Director 40 S - 45
2 year extension. S Rix Director 43 43
Executive General Manager QR Services This role is currently being performed J West Director 36 4 40
. ) . . Total 419 - 42 - 461
Chief Human Resources Officer 3 years 4 January 2012 with option
for 2 year extension. 2008 Short-term benefits Post-employment benefits
Chief Corporate Services Officer 3 years 24 June 2012 with option for 2 year Cash salary Non-monetary Retirement
extension. Specified directors Position and fees benefits ~ Superannuation benefits Total
Chief Risk Officer This role was abolished effective from 24 June 2009— $°000 $°000 $°000 $°000 $°000
refer notes on Executive Changes for 2008/09.
. . _ . ‘ J Prescott AC Chairman 116 - 15 - 131
Chief Marketing Officer 3 years 1(JtJur!e 2011 with option for 2 year Cr P Bell AM Deputy Chairman 34 ) 3 ) 37
exiension. R Holloway Director 42 - 5 - 47
The above are the key executives representing the QR Group and its subsidiaries. These executives provide advice in relation to strategy and future P Holmes a Court D?rector 29 . 4 - 33
direction of the QR Group under the business model adopted. The subsidiary entities have CEOs or senior executives who are involved in operational L Hunt Director 13 - - - 13
matters only and are not disclosed above for this reason. W McLachlan Director 42 - 4 - 46
D Petie Director 37 - 5 - 42
(b) KEY MANAGEMENT PERSONNEL COMPENSATION S Rix Director 42 ] ] ] 42
Directors’ compensation and terms of appointment are set by the Governor in Council. J West Director 33 i 4 i 57
The Board Remuneration and Succession Committee reviews the compensation and other terms of employment of the specified executives, having R Ashton Director 4 - - - 4
regard to performance against goals set at the start of the year, relevant comparative information and independent expert advice. Total 392 - 40 - 432

Payment of termination benefit on early termination by the employer, other than for gross misconduct, is equal to one week’s total compensation for

each year of QR service, plus between 6 and 18 months total compensation, dependent on the length of the balance of the contract at the time. In addition to the above, Lance Hockridge, Deborah O'Toole, Michael Carter, Paul Scurrah and David Drew are internally appointed directors

of subsidiary companies. These QR executives do not receive additional remuneration in their capacity as directors.
Details of the compensation of each specified director and executive are as follows:

2009 2008
$°000 $'000
Short-term employee benefits 5,055 2,968
Post-employment benefits 1,452 798
Termination benefits 321 362

6,828 4,128
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(ii) Specified executives of the Group

Total cash salary and fees for specified executives includes packaged benefits such as salary sacrifice relating to employer provided motor vehicles

used by employee for private purposes, additional superannuation and any exempt benefits.

On 18 December 2008 the CEO announced changes in the management structure relating to the Freight business. The following table has been

amended to incorporate the appointments made.

QR Limited
2009 Long-term
Short-term benefits Post-employment benefits benefits
Cash salary  Non-monetary Retirement Long service

Function and fees benefits Superannuation benefits leave Total

$°000 $°000 $°000 $°000 $°000 $°000
Chief Executive Officer 854 31 96 981
Chief Financial Officer 489 19 56 564
Group Executive General Manager
QR Freight (1) 362 129 37 985 321 1,834
Executive General Manager QR Freight (1) 256 - 7 263
Executive General Manager QR Network 393 5 45 443
Executive General Manager QR Passenger 371 4 47 422
Executive General Manager QR Coal (1) 156 1 20 177
Executive General Manager QR Services (2) 341 23 36 400
Chief Human Resources Officer (3) 559 2 23 584
Chief Corporate Services Officer (4) - -
Chief Risk Officer (4) 320 5 18 343
Chief Marketing Officer 311 5 40 356
Total 4,412 224 425 985 321 6,367

Notes on Executive Changes

(1) Following a comprehensive review of QR'’s Freight business, the position of Group Executive General Manager QR Freight was abolished and
the positions of Executive General Manager QR Freight and Executive General Manager QR Coal were established on 18 December 2008. This
restructure was approved by the Shareholding Minister on 24 June 2009.

(2) The position of Executive General Manager QR Services has been performed by two officers during this term.

(3) The position of Chief Human Resources Officer has been performed by two officers during this term.

(4) On 24 June 2009 the position of Chief Corporate Services Officer was approved. The responsibilities of the Chief Corporate Services
Officer includes Risk Management, thus, the position of Chief Risk Officer was abolished effective from this date.

2008 Long-term
Short-term benefits Post-employment benefits benefits
Cash salary  Non-monetary Retirement Long service
Function and fees benefits Superannuation benefits leave Total
$°000 $°000 $°000 $°000 $°000 $°000
Chief Executive Officer (1) 669 23 77 489 362 1,620
Chief Financial Officer (2) 384 6 36 - 426
Group Executive General Manager QR Freight (3) 218 21 23 - 262
Executive General Manager QR Network (4) 282 4 27 - 313
Executive General Manager QR Passenger (5) 326 9 37 - 372
Executive General Manager QR Services (6) 150 12 19 - 181
Chief Human Resources Officer (7) 266 2 25 - 293
Chief Risk Officer 186 8 24 - 218
Chief Marketing Officer 10 1 - 11
Total 2,491 85 269 489 362 3,696
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Notes on Executive Changes

(1) The duties of the Chief Executive Officer were performed by two separate officers during this term.

(2) The duties of the Chief Financial Officer were performed by three separate officers during this term.

(3) The position of Group Executive General Manager QR Freight was established on 10 December 2007.

(4) Executive General Manager QR Network was previously titled Group General Manager Network Access.

(5) Executive General Manager QR Passenger was previously titled Group General Manager Passenger Services.

(6) The Executive General Manager QR Services was established on 10 December 2007.
(7) Chief Human Resources Officer was previously titled Executive General Manager Human Resources.

Aggregate performance bonus compensation
Aggregate performance bonus compensation

2009
$'000

14,942

Aggregate compensation (including performance bonus compensation) paid / payable to employees

to whom a performance payment is paid or payable

Number of employees to whom a performance bonus is paid or payable

390,493

2009

4,392

The following categories of employees are eligible for performance based at-risk incentive bonus compensation:

e gpecified executives;
e other executives;
e salaried employees; and

e award employees.

2008
$'000

17,912

347,075

2008

4,158

Performance bonus compensation paid to specified executives is granted upon approval by shareholding Ministers. Performance bonus
compensation paid to other employees is granted upon approval by the Chief Executive Officer or in accordance with a subsidiary agreement.
The amount of the compensation is determined by performance against key performance indicators set at the start of the year for employees or

conditions of a subsidiary agreement for work units.
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32 KEY MANAGEMENT PERSONNEL DISCLOSURES (CONTINUED)

(c) TRANSACTIONS WITH DIRECTORS AND KEY MANAGEMENT PERSONNEL

A number of directors of the QR Group are also directors of other corporations that have transacted with the QR Group. The directors do not believe they
have the individual capacity to control or significantly influence the financial and operating policies of the QR Group or the other corporations in their
dealings with each other. Those corporations are therefore not considered to be related entities.

The following directors were also directors of other companies as follows.

° J Prescott is also a director of Newmont Mining Corporation.

° P Gregg is also a director of Stanwell Corporation Limited, Leighton Holdings Limited, Skilled Group Limited and Skilled Rail Services Pty Ltd.
° W McLachlan is also the chairman of On Track Insurance Pty Ltd.

° R Holloway is also a director of On Track Insurance Pty Ltd.

° S Rix is also a director of BDO Kendalls and the Port of Brisbane Corporation Limited.

The above excludes directorships held with family companies and non-related entities. All transactions between these directors and related entities were
based on commercial trading terms.

During the reporting period, Ron Ashton, director of On Track Insurance Pty Ltd, was compensated for legal advice provided to the same company. No other
directors were directly compensated for services provided to the QR Group of companies whilst acting in their capacity as directors. The legal fees for Ron
Ashton is summarised below.

2009 2008

$°000 $'000

Legal fees 11 17
11 17

33 CONTINGENCIES

The Group had contingencies at 30 June 2009 in respect of:

(a) CONTINGENT LIABILITIES
Issues relating to common law claims and product warranties are dealt with as they arise. There were no material contingent liabilities requiring disclosures
in the financial statements.

Litigation
A number of common law claims are pending against the QR Group. Provisions are taken up for some of these exposures based on the Board's
determination, and are included as such in note 24.

Contaminated land

QR has a number of land parcels that are affected by pollutants. The organisation will be obliged to remediate these assets in the event that their use
changes, which in most cases is when the land is sold. Current land valuations take into account any land that is contaminated. Given its nature, it is not
possible to provide an estimate of this exposure.

Warranties
QR has provided warranties to customers regarding construction defects. As no claims have been made under these clauses, it is not possible to provide
an estimate of this exposure.

Guarantees and letters of credit
For information about guarantees and letters of credit given by the QR Group and the parent entity, refer to note 26(c). For detailed disclosure of QR’s jointly
controlled entities letter of credit, refer to note 35.

Deed of Cross Guarantee
Cross guarantees are given by QR Limited and some of its wholly-owned subsidiaries as described in note 39. No deficiencies of assets exist in
any of these companies.
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(b) CONTINGENT ASSETS
For information about guarantees given to the QR Group and the parent entity, refer to note 26(c).
34 COMMITMENTS

(a) CAPITAL COMMITMENTS
Capital expenditure contracted for at the reporting date but not recognised as liabilities is as follows:

Consolidated Parent
2009 2008 2009 2008
$°000 $'000 $°000 $'000
Property, plant and equipment
Payable:
Within one year 931,797 1,445,104 626,167 1,392,589
Later than one year but not later than five years 255,703 839,267 184,000 839,267
Later than five years - - - -
1,187,500 2,284,371 810,167 2,231,856

(b) LEASE COMMITMENTS
Commitments for minimum lease payments in relation to non-cancellable operating leases (excluding GST) are payable as follows:

(i) Operating leases

Consolidated Parent
2009 2008 2009 2008
$°000 $°000 $°000 $°000
Commitments for minimum lease payments in relation to
non-cancellable operating leases are payable as follows:
Within one year 32,184 18,939 22,523 9,250
Later than one year but not later than five years 77,184 41,642 50,453 15,612
Later than five years 13,693 14,882 1,887 321
123,061 75,463 74,863 25,183

The above commitments flow primarily from operating leases of property and machinery. These leases, with terms mostly ranging from one to ten
years, generally provide QR with a right of renewal at which times the lease terms are renegotiated. The lease payments comprise a base amount,
while the property leases also contain a contingent rental, which is based on either the movements in the Consumer Price Index or another fixed
percentage as agreed between the parties.
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34 COMMITMENTS (CONTINUED)

(ii) Finance leases The amounts are included in the consolidated financial statements under their respective asset categories:
Commitments in relation to finance lease (excluding GST) are payables as follows:
Consolidated

Consolidated Parent
2009 2008 2009 2008 2009 2008
’000 ‘000
$000 $000 $'000 $000 $ $
Commitments in relation to finance leases are payable as follows: QR Group’s share of:
Within one year _ 2 . ; Current assets 1,798 79
Later than one year but not later than five years 12,759 7,137 12,759 7,137 Non-current assets 1,322 330
Later than five years - 5,102 - 5,102 Current liabilities (870) (22)
Minimum lease payments 12,759 12,241 12,759 12,239 Non-current liabilities (6,078)
Net assets (3,828) 387
Future finance charges (3,254) (3,847) (3,254) (3,847)
Recognised as a liability 9,505 8,394 9,505 8,392 Revenue 4 9
Expenses (3,004) (1,315)
Total lease liabilities 9,505 8,394 9,505 8,392 Net profit / (loss) before tax (3,000) (1,306)
Representing lease liabilities: Tax 864 392
Current (note 23) - 2 - - Net profit / (loss) after tax (2,136) (914)
Non-current (note 26) 9,505 8,392 9,505 8,392
9,505 8.394 9,505 8.392 (The balance sheet and income Statement is based on the unaudited financial statements of Surat Basin Rail joint venture as at 30 June 2009).
The above commitments flow primarily from leases of rollingstock. . .
Joint venture entities
(c) LEASE COMMITMENTS RECEIVABLE: WHERE THE GROUP COMPANY IS THE LESSOR The joint venture entities in which the QR Group has an interest and which are proportionately included in the financial report are as follows:
Some fixed assets are leased to tenants with rents payable monthly. Minimum lease payments not recognised in the financial statements L
. . Ownership interest
are receivable as follows:
Name Country of operation Principal Activity 2009 2008
Consolidated Parent % %
2009 2008 2009 2008 CHcQ China — Hong Kong Construction 15 15
$°000 $'000 $°000 $'000
KMQR Sdn Bhd Malaysia Consulting 30 30
Withi 6,893 4,809 5,081 4,588 . .
1Hhin one year ARG Risk Management Australia Insurance 50 50
Later than one year and not later than five years 16,384 13,000 13,852 13,000
Later than five years 78,392 38,982 73,889 38,982
ey (a) MOVEMENT IN CARRYING AMOUNTS
101,669 56,791 92,822 56,570
Consolidated
35 INTERESTS IN JOINT VENTURES 2009 2008
$°000 $'000
Joint venture operation
Carrying amount at 1July 1,117 3,605

QR has a 50% interest in the CityTrans jointly controlled operation with Brisbane City Council.

Increase / (decrease) in joint venture interest resulting from final
QR’s share of the revenue generated from the operation is dependent on and agreed on an event by event basis taking into consideration the resources net value calculation 1,034 362

consumed by the event. Essentially each operator develops a “charter” price for the event which is then consolidated into a “CityTrans” quote for the event.

Loan Repayment - - (183) -
There are no assets jointly controlled by the operation. Dividend received (1,502) (2,850)
Jointly controlled assets Carrying amount at 30 June 466 1,117
The parent entity increased its participating interest from 20% to 33.33% in a joint venture through its wholly-owned subsidiary QR Surat Basin Pty * The 2009 dividend included an amount of $0.1 million (2008: $0.1 million) received from CHCQ post balance sheet date resulting in a

Ltd. Two existing participants sold their 40% interest to QR Surat Basin Pty Ltd and the two other remaining parties. reduction by the same amount in the net investment as compared to the Qff Group's share of net assets.

The Group’s interest, as a venturer, in assets employed in this jointly controlled asset is detailed aside. (b) FAIR VALUE OF LISTED INVESTMENTS IN JOINT VENTURE
The joint venture entities are not listed companies and therefore, no disclosure is required.
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35 INTERESTS IN JOINT VENTURES (CONTINUED)

(d) TRANSACTIONS WITH RELATED PARTIES

(c) SHARE OF JOINT VENTURES’ ASSETS, LIABILITIES, REVENUE, EXPENSES AND RESULTS The following transactions occurred with related parties:
Consolidated Consolidated Parent
2009 2008 2009 2008 2009 2008
$°000 $'000 $°000 $'000 $°000 $°000
QR Group’s share of: Sale of goods and services to subsidiaries - - 797,220 182,266
Current assets 2,637 4,897 Purchase of goods and services from subsidiaries - - 624,586 47,563
Non-current assets 114 667 Dividend revenue from other related parties 1,503 2,850 - 100
Current liabilities (2,203) (3,872)
Non-current liabilities 1) (475) Trade rece!vables —current - - 428,569 19,502
Net assets 597 1,217 Other recelv?lbles - Icurrent - - 6,429 6,681
Related parties receivables — current - - - -
Revenues 1,696 1,657 Related parties receivables — non-current - - 4,852,143 61,684
Expenses (752) (1,085) Shares in related companies - - 101,239 18,479
Net Profit / (Loss) before tax 944 572
Tax (138) (161) Trade payables — current - - 346,074 4,623
Net profit / (loss) after income tax 806 411 Payables to controlled entities — non-current - - 410,627 53,613
The balance sheet and the income statement include amounts based on unaudited financial statements for CHCQ as at 31 March 2009 and Apart from dividends all of the balances and transactions above are with subsidiaries.
KMQR Sdn Bhd as at 31 December 2008.
The balance sheet and the income statements for ARG Risk Management are based on audited financial statements for the 12 months ending (¢) LOANS TO/FROM RELATED PARTIES
31 December 2008 whilst the comparative figures are based on 6 months to 31 December 2007. Consolidated Parent
2009 2008 2009 2008
(d) SHARE OF JOINT VENTURE’S COMMITMENTS $'000 $'000 $°000 $'000
There are no expenditure commitments or capital commitments. o
Loans to subsidiaries
(e) SHARE OF JOINT VENTURE’S CONTINGENT LIABILITIES Beginning of the year - - 543,313 506,430
CHCAQ had a deposit with the HSBC bank (2008: AUD$0.6 million) to cover a letter of credit facility. This facility was cancelled during the current reporting Loans advanced - - 300,766 97,872
period. The QR parent’s interest in this contingent liability (2008: AUD$0.1 million) was cancelled. The amount of the unused credit facility was AUD$2.8 Loan repayments received - - (168,158) (60,989)
million in 2008 with the HSBC Bank. The QR Group had no contingent liabilities related to its interest in these joint ventures at balance sheet date. End of year - - 675,921 543,313
(f) METHOD OF ACCOUNTING o . . . ) Loans to related parties
The QR Group accounts for its share in this entity using the equity method of accounting. Beginning of the year } ) ) 1419
Loans advanced - - - _
36 RELATED PARTY TRANSACTIONS Loan repayments made - - - (1,419
(a) PARENT ENTITIES End of year - - - -

The ultimate parent entity within the Group is QR Limited.

(b) SUBSIDIARIES
Interests in subsidiaries are set out in note 38.

(c) KEY MANAGEMENT AND PERSONNEL COMPENSATION
Disclosures relating to key management personnel are set out in note 32.
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36 RELATED PARTY TRANSACTIONS (CONTINUED)

(f) TERMS AND CONDITIONS
All other transactions were made on normal commercial terms and conditions and at market rates, except that there are no fixed terms for the
repayment of loans between the parent and its subsidiaries. All loans are non interest bearing.

Outstanding balances are unsecured.

(g) TRANSACTIONS WITH STATE OF QUEENSLAND CONTROLLED ENTITIES
The Group is a Queensland Government Owned Corporation, with all shares held by the Shareholding Ministers on behalf of the state of Queensland.

The value of these related party transactions and balances, as reported in the balance sheet and income statement, are discussed below:

2009 2008 Nat 1 i
Note $/000 $'000 ature of Transaction

Other assets 9,10 103,982 106,193 Short term investment (QTC), transport services
contracts and accounts receivable.

Loans 23,26 6,446,374 5,201,000 Unsecured loan facility (QTC).

Other liabilities 22,25, 28 439,431 373,615 Interest payable, unearned revenue, accounts
payable and dividend payable.

Equity injection 29 578,443 449,400 Equity contributions.

Revenue 5 1,190,547 1,156,955 Sales, community service obligation, government
concessions and interest revenue.

Interest expense 7 303,611 306,491 QTC loan interest (includes financing cost).

Other expense 7 241,026 219,432 Electricity, payroll tax, audit fees, licences and
permits, rates and water payments.

Dividend paid 31 156,785 151,493 Dividend paid.

37 BUSINESS COMBINATION

(a) SUMMARY OF ACQUISITION
QR has made no acquisitions in 2009.

The acquisition of Golden Bros. Group Pty Ltd by Logistics Australasia Pty Ltd (a wholly-owned subsidiary of QR Limited) was completed in 2008.
(b) PURCHASE CONSIDERATION

Consolidated Parent
2009 2008 2009 2008
$°000 $'000 $°000 $'000
Outflow of cash to acquire subsidiary, net of cash acquired
Cash consideration - 9,053 -
Less: Balances acquired
Cash - 145 -
Outflow of cash - 8,908 -
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(c) ASSETS AND LIABILITIES ACQUIRED
No assets or liabilities were acquired through business combinations in 2009.

The assets and liabilities arising from the acquisition in 2008 are as follows:

2008 2008
Acquiree’s

carrying amount Fair value

$'000 $'000

Cash 145 145
Trade receivables 2,204 2,204
Inventories 19 19
Other current assets 268 268
Plant and equipment 2,106 2,106
Deferred tax asset 530 530
Intangible assets 628 628
Trade payables (2,366) (2,366)
Provisions current (14) (14)
Other current liabilities (511) (511)
Provisions non-current (33) (33)
Other non-current liabilities (115) (115)
Net assets 2,861 2,861

The goodwill is attributable to the workforce savings. The fair value of assets and liabilities are based on discounted cash flow models.

38 SUBSIDIARIES

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

Name of entity

Country of Equity holding
incorporation Class of shares 2009 2008
% %
On Track Insurance Pty Ltd Australia Ordinary 100 100
QR Intermodal Pty Ltd Australia Ordinary 100 100
Interail Australia Pty Ltd Australia Ordinary 100 100
Logistics Australasia Pty Ltd Australia Ordinary 100 100
Golden Bros. Group Pty Ltd Australia Ordinary 100 100
CRT Group Pty Ltd Australia Ordinary 100 100
NHK Pty Ltd Australia Ordinary 100 100
Australian Rail Pty Ltd Australia Ordinary 100 100
Australia Eastern Railroad Pty Ltd Australia Ordinary 100 100
Australian Railroad Group Employment Pty Ltd Australia Ordinary 100 100
Australia Western Railroad Pty Ltd Australia Ordinary 100 100
AWR Lease Co Pty Ltd Australia Ordinary 100 100
QR Passenger Pty Ltd Australia Ordinary 100
QR Network Pty Ltd Australia Ordinary 100

QR Surat Basin Pty Ltd Australia Ordinary 100 100
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38 SUBSIDIARIES (CONTINUED)

1. Except for On Track Insurance Pty Ltd, NHK Pty Ltd and QR Surat Basin Pty Ltd, these subsidiaries have been granted relief from the
necessity to prepare financial reports in accordance with Class Order 98/1418 issued by the Australian Securities and Investments
Commission. For further information refer to note 39.

2. NHK Pty Ltd and QR Surat Basin Pty Ltd satisfy the criteria for a small company under the Corporations Act 2001. Accordingly, no financial
statements have been prepared.

On 2 July 2008 National Logistics Alliance Pty Ltd changed its name to QR Intermodal Pty Ltd.

On 11 July 2008 the shares in Interail Australia Pty Ltd were transferred in full from QR Limited to QR Intermodal Pty Ltd.

On 11 July 2008 the shares in Logistics Australasia Pty Ltd were transferred in full from QR Intermodal Pty Ltd to QR Limited.
On 11 July 2008 QR Passenger Pty Ltd and QR Network Pty Ltd were incorporated.

N o o &~ w

On 11 July 2008 the shares in QR Surat Basin Pty Ltd were transferred in full from QR Limited to QR Network Pty Ltd.

39 DEED OF CROSS GUARANTEE

QR Limited, QR Intermodal Pty Ltd (formerly National Logistics Alliance Pty Ltd), Logistics Australasia Pty Ltd, Golden Bros. Group Pty Ltd, CRT Group
Pty Ltd, Interail Australia Pty Ltd, Australian Rail Pty Ltd, Australia Eastern Railroad Pty Ltd, Australia Western Railroad Pty Ltd, Australian Railroad
Group Employment Pty Ltd, QR Network Pty Ltd and QR Passenger Pty Ltd are parties to a deed of cross guarantee under which each company
guarantees the debts of the others. By entering into the deed, the wholly-owned entities have been relieved from the requirement to prepare a
financial report and directors’ report under Class Order 98/1418 (as amended) issued by the Australian Securities and Investments Commission.

QR Network Pty Ltd and QR Passenger Pty Ltd were added to the Deed of Cross Guarantee by an Assumption Deed on 1 September 2008.

(a) CONSOLIDATED INCOME STATEMENT AND A SUMMARY OF MOVEMENTS IN CONSOLIDATED RETAINED PROFITS
The above companies represent a ‘Closed Group’ for the purposes of the Class Order, and as there are no other parties to the Deed of Cross Guarantee
that are controlled by QR Limited, they also represent the ‘Extended Closed Group’.

Set out below is a consolidated income statement and a summary of movements in consolidated retained profits for the year ended 30 June 2009
of the Closed Group.

2009 2008

$°000 $'000
Income statement
Revenue from continuing operations 3,858,607 3,407,409
Other income 133,569 123,751
Consumables (1,409,108) (1,217,597)
Employee benefits expense (1,227,970) (1,141,294)
Depreciation and amortisation expense (514,806) (459,309)
Other expenses (107,336) (140,510)
Finance costs (336,984) (304,107)
Share of net profits of associates and joint venture partnership accounted for using the equity method 550 795
Profit before income tax 396,522 269,138
Income tax expense (92,512) (66,152)
Profit for the year 304,010 202,986
Summary of movements in consolidated retained profits
Retained profits at the beginning of the financial year 708,951 659,389
Profit for the year 304,010 202,986
Dividends provided for or paid (215,086) (156,821)
Adjustments to retained earnings (7,579) 3,397
Retained profits at the end of the financial year 790,296 708,951
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(b) BALANCE SHEET
Set out below is a consolidated balance sheet as at 30 June 2009 of the Closed Group.

2009 2008

$°000 $'000
Current assets
Cash and cash equivalents 103,047 51,446
Trade and other receivables 520,727 414,575
Inventories 239,268 210,245
Derivative financial instruments 14,044 76,476
Other current assets 32,405 27,756
Total current assets 909,491 780,498
Non-current assets
Receivables 60,922 (154)
Inventories 35,746 30,936
Property, plant and equipment 12,062,899 10,165,136
Intangible assets 98,631 109,416
Investments accounted for using the equity method 466 1,117
Other financial assets 18,091 18,091
Deferred tax assets 229,660 228,949
Derivative financial instruments 14,615 55,294
Other non-current assets 71,246 51,550
Total non-current assets 12,592,276 10,660,335
Total assets 13,501,767 11,440,833
Current liabilities
Trade and other payables 793,661 691,215
Borrowings 167 530,654
Provisions 18,369 16,939
Derivative financial instruments 23,012 34,596
Other current liabilities 212,420 200,871
Total current liabilities 1,047,629 1,474,275
Non-current liabilities
Derivative financial instruments 16,940 21,536
Borrowings 6,455,709 4,678,739
Deferred tax liabilities 1,042,111 972,180
Provisions 34,820 37,842
Other non-current liabilities 712,923 661,969
Total non-current liabilities 8,262,503 6,372,266
Total liabilities 9,310,132 7,846,541
Net assets 4,191,635 3,594,292
Equity
Contributed equity 3,412,923 2,834,480
Reserves (11,584) 50,861
Retained profits 790,296 708,951
Total equity 4,191,635 3,594,292
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40 KEY RESULTS BY ENTITY 2008
2009 N
Entit Total Assets Total Liabilities Total Revenue EBIT
ity
Entity Total Assets Total Liabilities Total Revenue EBIT $°000 $°000 $°000 $°000
’000 ’000 ’000 ’000
3 $ $ 3 QR Limited General Freight (Coal 11,487,715 7,883,208 3,023,564 568,505
QR Limited General Freight (Coal 12,331,209 8,476,978 2,538,464 220,693 Intermodal, Retail) in QLD
Intermodal, Retail in QLD Australia Eastern Railroad Pty Ltd  Bulk Rail Freight Services 529,063 284,428 207,960 3,683
QR Network Pty Ltd (1) Below Rail Infrastructure 6,479,218 6,171,410 605,043 442,532 (QLD & NSW)
Services in QLD
Australia Western Railroad Pty Ltd Bulk Rail Freight Services (WA) 514,645 130,702 373,335 (603)
QR Passenger Pty Ltd (2) Passenger Rail Services in QLD 602,786 562,696 707,251 56,461
QR Intermodal Pty Ltd (3) General Rail Freight in 55183 52,658 48,647 087 National Logistics Alliance Pty Ltd Local Reteyl Fre|ghlt & 161,511 161,955 110,694 (1,425)
Warehousing Services (VIC)
New South Wales
Australia Eastern Railroad Pty Ltd  Bulk Rail Freight Services 539,129 297,875 228,024 7,712 Interail Australia Pty Ltd General Rail Freight in 33,637 18,658 38,222 -
(QLD & NSW) New South Wales
Australia Western Railroad Pty Ltd  Bulk Rail Freight Services (WA) 660,430 204,005 445,917 7,934 QR Surat Basin Pty Ltd Holding company of Surat 520 1,515 9 1,316)
Basin Rail Joint Venture
On Track Insurance Pty Ltd Group Self Insurance 87,955 74,759 25,030 (8,984)
Logistics Australasia Pty Ltd Local Retail Freight & 130,483 69,101 84,290 (5,960)
Consolidated (4) Warehousing Services (VIC)
41 REMUNERATION OF AUDITORS
On Track Insurance Pty Ltd Group Self Insurance 155,420 151,699 69,777 (13,535)
During the year, the following fees were paid or payable for services provided by the auditor of the Group and non-related audit firms:
(1) New entity incorporated on 11th July 2008. Consolidated Parent
2 New entity incorporated on 11th July 2008. 2009 2008 2009 2008
3) Previously National Logistics Alliance Pty Ltd. It now holds Interail Australia Pty Ltd but no longer holds Logistics Australasia Pty Ltd and its subsidiaries. $ $ $ $
4)  Previously held by National Logistics Alliance Pty Ltd and is now directly held by QR Limited. Audit services
Auditor-General of Queensland
Audit and review of financial reports 1,521,000 1,469,580 943,000 913,500

Total remuneration for audit services 1,521,000 1,469,580 943,000 913,500
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42 RECONCILIATION OF PROFIT AFTER INCOME TAX TO NET CASH INFLOW FROM OPERATING ACTIVITIES

Consolidated Parent
2009 2008 2009 2008
$’000 $'000 $’000 $000

Profit / (loss) for the year 298,679 215,984 (51,204) 202,440
Depreciation and amortisation 515,166 459,805 339,152 425,201
Impairment of property, plant & equipment and intangibles (17,617) 27,633 (17,899) 24,425
Impairment of trade receivables 2,412 1,221 237 589
Net (gain) / loss on sale of non-current assets 3,445 (14,412) 1,851 (14,750)
Inventory obsolescence 1,475 4,863 1,298 4,749
Capital works expense (prior year) - 14,866 - 14,865
Working capital loan on On Track Insurance Pty Ltd - - - 7,355
Derivative financial instrument — unrealised (2,350) (13,127) (2,096) (13,283)
Non-current asset stocktake adjustments - 1 - 1
Net non-cash interest - (1,685) - (1,334)
Non-cash commissions - 45 - 45
Non-cash fee expenses - 165 - 165
Promissory notes - 6,773 - 6,773
Change in operating assets and liabilities

(Increase) / decrease in trade debtors (75,527) (95,198) (5,340,954) (114,736)

(Increase) / decrease in inventories (35,308) (15,564) (143,964) (1,478)

(Increase) / decrease in other operating assets 70,807 (6,664) 70,629 1,107

Increase / (decrease) in payables (46,022) 85,228 218,223 63,248

Increase / (decrease) in other liabilities 74,949 (249) 4,948,125 32,505

Increase / (decrease) in other provisions (2,960) 52,560 7,604 51,978

Increase / (decrease) in employee provisions - 46,389 - 43,150

Increase / (decrease) in GST (net) - (1,133) - (5,991)

Increase / (decrease) in cash flow hedges (62,445) - (63,800)

Net cash (outflow) / inflow from operating activities 724,704 767,501 (32,798) 727,024
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43 EVENTS OCCURRING AFTER THE BALANCE SHEET DATE
Disposal of all or part of the above and below rail businesses, assets and liabilities of QR other than passenger services
On 2 June 2009 the Queensland Government announced its intention to undertake a significant asset sale program.

The Infrastructure Investment (Assets Restructuring and Disposal) Act 2009 has been passed to facilitate the restructure and disposal of particular businesses,
assets and liabilities of government entities. The Act grants extensive powers to the Minister to direct the restructuring, disposal or other processes necessary
for the sale program with respect to ‘declared projects’. Under sections 5(1)(c) and (d) of the Act, the following are ‘declared projects’:

— the disposal of all or part of the above rail businesses, assets and liabilities of QR Limited (QR) other than a passenger services business, asset or liability;
and

— the disposal of all or part of the of the below rail businesses, assets and liabilities of QR Limited (QR).

The asset sale program will initially consider available options for the disposal of QR’s above and below rail coal business. Opportunities to package up all or parts
of QR’s bulk, intermodal, retail and regional freight services as well as certain parts of the below rail network will also be investigated.

At balance sheet date there is significant uncertainty around the timing and nature of the disposals and therefore management considers that the criteria to
reclassify the relevant non-current assets or disposal group as ‘held for sale’ in accordance with AASB 5 Non current Assets Held for Sale and Discontinued
Operations have not been met.

No other matters or circumstances have arisen since the end of the financial year which has significantly affected, or may significantly affect the operations of
the Group, the results of those operations or the state of affairs of the Group.
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DIRECTORS’ DECLARATION

In the directors’ opinion:
(a) the financial statements and notes set out on pages 7 to 73 are in accordance with the Corporations Act 2001, including:
(i) complying with Accounting Standards, the Corporations Regulations 2007 and other mandatory professional reporting requirements

(ii) giving a true and fair view of the company’s and consolidated entity’s financial position as at 30 June 2009 and of their performance for the
financial year ended on that date

(b) there are reasonable grounds to believe the company will be able to pay its debts as and when they become due and payable

(c) at the date of this declaration, there are reasonable grounds to believe that the members of the Closed Group identified in note 39 will be able to meet
any obligations or liabilities to which they are, or may become, subject by virtue of the deed of cross guarantee described in note 39.

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

G F Siiotr. Bin

J B Prescott AC S Rix

Chairman Director
Brisbane, QLD Brisbane, QLD

11 August 2009 11 August 2009
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INDEPENDENT AUDITOR’S REPORT
To the Members of QR Limited
Matters relating to the Electronic Presentation of the audited Financial Report

The auditor’s report relates to the financial report of QR Limited for the financial year ended 30 June 2009 included on QR Limited’s website. The directors
are responsible for the integrity of QR Limited website. | have not been engaged to report on the integrity of QR Limited’s website.

The auditor’s report refers only to the statements named below. It does not provide an opinion on any other information which may have been hyperlinked
to/from these statements. If users of the financial report are concerned with the inherent risks arising from electronic data communications they are advised
to refer to the hard copy of the audited financial report, available from QR Limited, to confirm the information included in the audited financial report
presented on this website.

These matters also relate to the presentation of the audited financial report in other electronic media including CD-ROM.
Report on the Financial Report

| have audited the accompanying financial report of QR Limited, which comprises the balance sheet as at 30 June 2009, and the income statement, statement of
changes in equity and cash flow statement for the year ended on that date, a summary of significant accounting policies, other explanatory notes and the directors’
declaration of the consolidated entity comprising the company 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 company 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 1, the directors also state, in accordance with
Accounting Standard AASB 101 Presentation of Financial Statements, that compliance with Australian equivalents to International Financial Reporting Standards
ensures that the financial report, comprising the financial statements and notes, complies with International Financial Reporting Standards.

Auditor’s responsibility

My responsibility to express an opinion on the financial report based on the audit, is prescribed in the Auditor-General Act 2009. This Act, including transitional
provisions, came into operation on 1 July 2009 and replaces the previous requirements contained in the Financial Administration and Audit Act 1997.

The audit was conducted in accordance with the Auditor-General of Queensland Auditing Standards, which incorporate the Australian Auditing Standards.
These auditing standards require compliance with relevant ethical requirements relating to audit engagements and that the audit is planned and performed 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
the auditor’s judgement, including the assessment of risks of material misstatement in the financial report, whether due to fraud or error. In making those risk
assessments, the audit considers internal control 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 control. An audit also includes
evaluating the appropriateness of accounting policies and the reasonableness of accounting estimates made by the directors, as well as evaluating the overall
presentation of the financial report.

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

The Auditor-General Act 2009 promotes the independence of the Auditor-General and QAQ authorised auditors. The Auditor-General is the auditor of all
Queensland government owned corporations and their controlled entities and can only be removed by Parliament.

The Auditor-General may conduct an audit in any way considered appropriate and is not subject to direction by any person about the way in which audit powers
are to be exercised. The Auditor-General has for the purposes of conducting an audit, access to all documents and property and can report to Parliament matters
which in the Auditor-General’s opinion are significant.

In conducting the audit, the independence requirements of the Corporations Act 2001 have been complied with. | confirm that the independence declaration
required by the Corporations Act 2001, provided to the directors of QR Limited on 11 August 2009, would be in the same terms if provided to the directors,
as at the date of this auditor’s report.
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AUDITOR’S OPINION
In my opinion —

(a) the financial report of QR Limited is in accordance with the Corporations Act 2001, including —

(i) giving a true and fair view of the company’s and consolidated entity’s financial position as at 30 June 2009 and of their performance for the year
ended on that date; and

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

(b) the financial report also complies with International Financial Reporting Standards as disclosed in Note 1.

OR GENERAL

G G POOLE FCPA ‘ ﬂ .\f-'l.UG En“g | Queensland Audit Office

QUEENS) AMD Brisbane

S e

Auditor-General of Queensland GF




