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HDUF Further Investments Trust 
Consolidated Statement of Comprehensive Income 

For the half year ended 30 June 2010 

 

Consolidated Statement of Comprehensive Income 

  30 June 30 June 
  2010 2009 

 

Notes $'000 $'000 

Income    
Interest income 3  2,220   4,181  
Net gain/(loss) - securities 4  6,248   (6,831)  
Net gain/(loss) - borrowings 5  1,853   1,378  
Net gain/(loss) - others 6  (104)   (93)  
Gain on loan forgiveness 7  930   -  
Total income   11,147   (1,365)  

Expenses    
Loss on loan forgiveness 8  48,517   -  
Finance costs 9  2,217   4,188  
Total expenses   50,734   4,188  

Operating profit/(loss) before income tax and finance costs 
attributable to securityholders 

 

 (39,587)   (5,553)  

Income tax expense/(benefit)   14   93  

Operating profit/(loss) after income tax and before finance costs 
attributable to securityholders 

 

 (39,601)   (5,646)  

Finance costs attributable to securityholders    
Distributions to securityholders   -   -  
(Increase)/decrease in net assets attributable to unitholders   39,601   5,646  

Profit/(loss) for the half year   -   -  

Other comprehensive income for the half year   -   -  

Total comprehensive income for the half year attributable to 
securityholders   -   -  

The above Consolidated Statement of Comprehensive Income should be read in conjunction with the accompanying 
notes. 
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HDUF Further Investments Trust 
Consolidated Statement of Financial Position 

As at 30 June 2010 

 

Consolidated Statement of Financial Position 

  30 June 31 December 
  2010 2009 

 

Notes $'000 $'000 

Assets    
Cash and cash equivalents   9   2,510  
Receivables   3,587   2,213  
Securities 11  241,768   236,656  
Current income tax asset   4   -  
Total assets 

 

 245,368   241,379  

Liabilities    
Payables 12  3,465   -  
Redeemable preference shares 13  220,230   210,295  
Borrowings 14  124,495   94,245  
Current income tax liability/(benefit)   -   64  
Total liabilities (excluding net assets/(liabilities) attributable to 
securityholders of the parent entity)   348,190   304,604  

Net assets/(liabilities) attributable to securityholders of the parent 
entity - (liability)   (102,822)   (63,225)  

Net assets/(liabilities) attributable to securityholders are represented 
by: 

  

 

Issued securities 10  330   326  
Undistributed profit/(loss) attributable to securityholders 10  (103,152)   (63,551)  
   (102,822)   (63,225)  

The above Consolidated Statement of Financial Position should be read in conjunction with the accompanying 
notes. 
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HDUF Further Investments Trust 
Consolidated Statement of Changes in Equity 

For the half year ended 30 June 2010 

 

Consolidated Statement of Changes in Equity 

In accordance with AASB132 Financial Instruments: Presentation, securityholders' funds are classified as a liability 
and accordingly the Scheme has no equity for financial statement purposes. 
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HDUF Further Investments Trust 
Consolidated Statement of Cash Flows 

For the half year ended 30 June 2010 

 

Consolidated Statement of Cash Flows 

 30 June 30 June 
 2010 2009 

 

$'000 $'000 

Cash flows from operating activities   
Interest received  2,235   3,319  
Tax refunds received  2   -  
Income tax paid  -   (53)  
Finance costs paid  (2,222)   (3,305)  
Net cash inflow/(outflow) from operating activities  15   (39)  

Cash flows from investing activities   
Proceeds from unlisted security loan repayments  1,121   6,011  
Net cash inflow/(outflow) from investing activities  1,121   6,011  

Cash flows from financing activities   
Drawdown of borrowings from other entities  3,257   -  
Repayment of borrowings to stapled entity  (1,938)   -  
Payments for stapled entity loan advances  (3,257)   (120)  
Proceeds from stapled entity loan advance repayments  1,987   43  
Proceeds from other related entity loan advance repayments  26   -  
Redemption of redeemable preference shares  (3,608)   (4,388)  
Net cash inflow/(outflow) from financing activities  (3,533)   (4,465)  

Net increase/(decrease) in cash and cash equivalents  (2,397)   1,507  

Cash and cash equivalents at the beginning of the half year  2,510   2,818  

Effects of foreign currency exchange rate changes on cash and cash equivalents  (104)   (93)  

Cash and cash equivalents at the end of the half year  9   4,232  

The above Consolidated Statement of Cash Flows should be read in conjunction with the accompanying notes. 
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1 General information 

HDUF Further Investments Trust (the Scheme) was established in Australia under a Constitution dated 25 June 
2004 (as amended), with Hastings Funds Management Limited (Hastings) as Trustee. On 8 July 2004, the Scheme 
was registered as a managed investment scheme.  Accordingly, Hastings became the Responsible Entity for the 
Scheme. 

HDUF Further Investments Trust, HDUF Finance Trust and HDUF Epic Trust are stapled. These stapled entities are 
known as Hastings Diversified Utilities Fund (HDF or the Stapled Group). HDF was listed on the Australian Stock 
Exchange (ASX) on 13 December 2004. 

HDF International Holdings 1 Pty Ltd (incorporated on 8 February 2005), HDF International Holdings 2 Pty Ltd 
(incorporated on 12 August 2005) and HDF International Nominees Pty Ltd (incorporated on 12 August 2005) are 
subsidiaries of the Scheme.  

HDUF Further Investments Trust and its controlled entities are collectively known as "the Group''. 

The registered office of the Responsible Entity is located at Level 16, 90 Collins Street, Melbourne, Victoria, 3000. 

As at 30 June 2010, the Group had no employees (2009 - Nil employees). 

2 Summary of significant accounting policies 

(a) Structure 

The diagram below details the investment structure of HDUF Further Investments Trust and its related entities: 
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Notes to the consolidated interim financial statements 

For the half year ended 30 June 2010 
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(b) Stapled securities 

HDUF Further Investments Trust, HDUF Finance Trust and HDUF Epic Trust are stapled. The stapled schemes are 
known as Hastings Diversified Utilities Fund (HDF or the Stapled Group). A HDF stapled security comprises one 
HDUF Further Investments Trust security, HDUF Finance Trust security and one HDUF Epic Trust security. 

HDF listed on the ASX on 13 December 2004. 

The securities will only be unstapled in accordance with the determination of the Responsible Entity where: 

 the stapled securityholders have approved the unstapling by special resolution; 

 the members of each stapled scheme have approved the unstapling by special resolution; and 

 prior to the unstapling date, the consent of each stapled scheme is obtained. 

AASB Interpretation 1002 “Post-Date-of-Transition Stapling Arrangements” 

The stapling arrangement between the HDF entities was affected post the date of transition to Australian 
equivalents to International Financial Reporting Standards, therefore AASB Interpretation 1002 applies to the Group. 
In accordance with this interpretation, for the purpose of preparing consolidated financial statements that combines 
the assets and liabilities of the stapled entities, HDUF Epic Trust is identified as the parent entity. 

(c) Basis of preparation 

The consolidated interim financial statements are general purpose financial statements and have been prepared in 
accordance with the Scheme’s Constitution, the requirements of the Australian Accounting Standard AASB 134 
Interim Financial Reporting, and the Corporations Act 2001. 

The consolidated interim financial statements for the half year ended 30 June 2010 do not include all notes of the 
type normally included in the annual financial statements. Accordingly, the consolidated interim financial statements 
should be read in conjunction with the Annual Financial Statements of the Scheme for the year ended 31 December 
2009 and any public announcements made by the Scheme and Hastings during the half year ended 30 June 2010 
in accordance with the continuous disclosure requirements of the Corporations Act 2001. 

For the purpose of preparing the consolidated interim financial statements, the half year has been treated as a 
discrete reporting period. 

The consolidated interim financial statements have been prepared in accordance with the historical cost basis, 
except for securities and subsidiaries which are measured at fair value. 

Compliance with AASB 134 Interim Financial Reporting ensures compliance with International Financial Reporting 
Standard IAS 34 Interim Financial Reporting. 

The Consolidated Statement of Financial Position is presented on a liquidity basis. Assets and liabilities are 
presented in decreasing order of liquidity and are not distinguished between current and non current. 

The Group was in a net liability position of $102,822,000 as at 30 June 2010 (31 December 2009  - $63,225,000 net 
liability) due to the impact of foreign exchange rate movements on fair value of unlisted securities as at 30 June 
2010.  

The going concern assumption of the Group is supportable because its main liabilities, comprising redeemable 
preference shares (RPS) issued to HDUF Finance Trust and interest bearing and non interest bearing loans, are 
redeemable at the discretion of the Group and are repayable after twelve months respectively.  

The functional and presentation currency of the Scheme is Australian dollars. 

The accounting policies adopted are consistent with those of the previous financial year and corresponding half year 
reporting period. 

The financial report of the Group for the half year ended 30 June 2010 was authorised for issue in accordance with 
a resolution of directors of the Responsible Entity. The directors of the Responsible Entity have the power to amend 
and reissue the consolidated interim financial statements. 
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Notes to the consolidated interim financial statements 

For the half year ended 30 June 2010 
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(d) Basis of consolidation 

The consolidated interim financial statements incorporate the assets and liabilities of all subsidiaries of HDUF 
Further Investments Trust (the Scheme) as at 30 June 2010 and the results of all subsidiaries for the half year then 
ended. HDUF Further Investments Trust 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, generally accompanying a shareholding of more than one-half of the voting 
rights. The existence and effect of potential voting rights that are currently exercisable or convertible are considered 
when assessing whether the Group controls another entity. 

Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They are 
de-consolidated from the date that control ceases. 

All transactions (including gains and losses) and balances between entities in the consolidated group 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. 

(e) Securities 

Securities are recorded at fair value through profit or loss upon initial recognition. Costs incidental to the acquisition 
of securities are recognised in the profit or loss when incurred. 

After initial recognition, securities are measured at fair value as they are managed and their performance evaluated 
on a fair value basis in accordance with the Scheme’s investment strategy. 

Unrealised gains or losses arising from movements in the fair value of securities are recognised through profit or 
loss and are calculated as the difference between the fair value at period end and the fair value at the previous 
valuation point.  

Realised gains or losses are recognised through profit or loss upon sale or restructure of securities and are 
calculated as the difference between the settlement and the fair value at the previous valuation point. 

Purchases and sales of unlisted securities that require delivery of securities within the time frame generally 
established by regulation or convention in the market place are recognised on the trade date, i.e. the date that the 
Group commits to purchase the securities. 

Unlisted securities 

Unlisted securities comprise ordinary shares, redeemable preference shares, loans, loan notes and accrued 
interest.  

Fair values of unlisted securities are determined by an appropriately qualified independent valuer, KPMG Corporate 
Finance (KPMG), primarily by projecting future cash flows and then discounting these cash flows back to their 
present value using a post tax risk adjusted discount rate. The independent valuations assume investments are not 
being sold and if they were to be realised then there may be potential capital gains tax implications for the Scheme 
or securityholders depending on the structure of any disposal. Discount rates used are developed on an individual 
unlisted security basis as determined by the independent valuer. KPMG calculates the relevant discount rate applied 
to the cash flows of each asset using the Capital Asset Pricing Model method, whereby a premium is added to the 
risk free rate. The premium takes into account the risk of comparable companies and also incorporates firm specific 
risk. KPMG uses a 10 year government bond rate in the relevant country as a proxy for the risk free rate.  The 
Responsible Entity has adopted the KPMG valuations as at 30 June 2010. 

Further information relating to securities is provided in Note 11. 

(f) Redeemable preference shares  

Redeemable preference shares on issue are carried as a long-term liability (at fair value) on the Consolidated 
Statement of Financial Position until extinguished on conversion or redemption.  
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After initial recognition, the redeemable preference shares are subsequently measured at amortised cost using the 
effective interest method. Amortised cost is calculated by taking into account any issue costs. Gains and losses are 
recognised in the profit or loss when the redeemable preference shares are derecognised as well as through the 
amortisation process. The corresponding distributions on redeemable preference shares are charged as a finance 
cost through profit or loss. 

(g) Rounding of amounts 

The Group is an entity of the kind referred to in Class Order 98/0100 (as amended), issued by the Australian 
Securities and Investments Commission, relating to the ''rounding off'' of amounts in the financial report. Amounts in 
the financial report have been rounded off to the nearest thousand dollars in accordance with that Class Order, 
unless otherwise indicated. 

(h) Comparatives 

Where necessary, comparatives have been reclassified and repositioned for consistency with current half year 
disclosures. 
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3 Interest income 

 30 June 30 June 
 2010 2009 

 

$'000 $'000 

Cash and cash equivalents  13   14  
Unlisted securities  2,207   4,167  
  2,220   4,181  

4 Net gain/(loss) - securities 

 
 30 June 30 June 
 2010 2009 

 

$'000 $'000 

Unlisted securities   
Net gain/(loss) - non foreign exchange - unrealised  14,144   3,242  
Net gain/(loss) - foreign exchange - unrealised  (5,956)   (8,754)  
Net gain/(loss) - foreign exchange - realised  (1,940)   (1,319)  
Net gain/(loss) - unlisted securities  6,248   (6,831)  

Total net gain/(loss) - securities  6,248   (6,831)  

5 Net gain/(loss) - borrowings 

 30 June 30 June 
 2010 2009 

 

$'000 $'000 

Net gain/(loss) - foreign exchange - unrealised  -   1,378  
Net gain/(loss) - foreign exchange - realised  1,853   -  
Net gain/(loss) - borrowings   1,853   1,378  

6 Net gain/(loss) - cash and cash equivalents 

 30 June 30 June 
 2010 2009 

 

$'000 $'000 

Net gain/(loss) - foreign exchange - unrealised  (103)   (93)  
Net gain/(loss) - foreign exchange - realised  (1)   -  
Net gain/(loss) - cash and cash equivalents  (104)   (93)  
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Notes to the consolidated interim financial statements 

For the half year ended 30 June 2010 
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7 Gain on loan forgiveness  

   
 30 June 30 June 
 2010 2009 

 

$'000 $'000 

Gain on loan forgiveness - HDUF Facility  930   -  
Total gain on loan forgiveness   930   -  

On 28 June 2010, HDUF Finance Trust (HDUF FT) forgave the remaining amount owing by the Group on the HDUF 
Facility borrowing in accordance with the Deed of Waiver and Release - Amended and Restated Loan Agreement 
(HDUF Facility) dated 28 June 2010. 

8 Loss on loan forgiveness  

 30 June 30 June 
 2010 2009 

 

$'000 $'000 

Loss on loan forgiveness - TAPS Facility   48,517   -  
  48,517   -  

On 28 June 2010 TAPS Trust drew down $48,516,893 from the Group in accordance with the Loan Agreement 
(TAPS Facility) between the TAPS Trust and HDF International Holdings 2 Pty Ltd (HDFIH2) which was executed on 
28 June 2010. 

This loan was subsequently forgiven by the Group on 28 June 2010 in accordance with the Deed of Waiver and 
Release - Loan Agreement (TAPS Facility) between the TAPS Trust and HDFIH2. 

9 Finance costs 

 30 June 30 June 
 2010 2009 

 

$'000 $'000 

Interest - stapled entity  2,207   4,167  
Borrowing costs  10   21  
Total finance costs  2,217   4,188  
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10 Net assets/(liabilities) attributable to securityholders 

 30 June 31 December 30 June 31 December 
 2010 2009 2010 2009 
 No. '000 No. '000 $'000 $'000 
     

Issued securities     
Opening balance  491,648   212,828   326   227  
HDF securities issued     
- pursuant to distribution reinvestment plan  8,123   -   3   -  
- pursuant to off market issue - Responsible 

Entity management fee settlement  502   1,340   1   1  
- pursuant to institutional placements  -   277,480   -   98  
Closing balance  500,273   491,648   330   326  

 30 June 31 December 
 2010 2009 

 

$'000 $'000 

Undistributed profit/(loss) attributable to securityholders   
Opening balance  (63,551)   (1,361)  
Operating profit/(loss) after income tax and before finance costs attributable to 
securityholders  (39,601)   (62,190)  
Closing balance  (103,152)   (63,551)  

Terms and conditions 

Securityholders have various rights under the Scheme's Constitution, including the right to: 

 receive income distributions; 

 attend and vote at meetings of securityholders; and 

 participate in the termination and winding up of the Scheme. 

The rights, obligations and restrictions attached to each security are identical in all respects. 
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11 Securities 

 30 June 31 December 
 2010 2009 
 $'000 $'000 

 

  

Unlisted securities  241,768   236,656  
Total securities  241,768   236,656  

 30 June 31 December 
 2010 2009 

 

$'000 $'000 

Unlisted securities   
South East Water  241,768   236,656  
Total unlisted securities  241,768   236,656  

South East Water comprises the following holdings at 30 June 2010: 

HDF (UK) Holdings Limited (HDF (UK)): 

 A Class ordinary shares 

 B Class ordinary shares 

 Redeemable preference shares 

Hastings Luxembourg Water S.à.r.l. (HLWS)*: 

 Loan notes issued pursuant to the Loan Note Instrument 

* wholly owned entity of HDF (UK) Holdings Limited 

12 Payables 

 30 June 31 December 
 2010 2009 

 

$'000 $'000 

Other payables  1   -  
Payable - HDF (UK)  3,257   -  
Payable - stapled entity  207   -  
  3,465   -  



HDUF Further Investments Trust 
Notes to the consolidated interim financial statements 

For the half year ended 30 June 2010 
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13 Redeemable preference shares 

 30 June 31 December 
 2010 2009 
 $'000 $'000 

 

  

Redeemable preference shares - HDFIH1  -   60,355  
Redeemable preference shares - HDFIH2  220,230   149,940  
Total Redeemable Preference Shares (RPS)  220,230   210,295  

 30 June 31 December 
 2010 2009 
 No.'000 No.'000 

 

  

(a) Issued RPS (number)   

Opening issued RPS  210,295   218,751  
HDFIH2 RPS issued during the year  70,290   -  
HDFIH1 RPS redeemed during the year  (60,355)   (8,456)  
Closing issued RPS  220,230   210,295  

 
 30 June 31 December 
 2010 2009 
 $'000 $'000 

 

  

(b) Issued RPS (dollar)   

Opening issued RPS  210,295   218,751  
HDFIH2 RPS issued during the year  70,290   -  
HDFIH1 redeemed during the year  (60,355)   (8,456)  
Closing issued RPS  220,230   210,295  

(c) Terms and conditions of RPS issued by HDF International Holdings 1 Pty Ltd to TAPS Trust 

100 percent of the issued RPS of HDF International Holdings 1 Pty Ltd (HDFIH1) were held by TAPS Trust to 28 
June 2010. Each RPS had an issue price of $1 and was redeemable at HDIFH1’s discretion subject to the terms of 
HDFIH1’s Constitution and the Corporations Act 2001. 

Each RPS holder was entitled to receive a non-cumulative preference unfranked dividend equal to:  

 the amount of any profit received by HDFIH1 as a dividend on the shares it owns in HDF (UK) Holdings Limited 
via HDFIH2, to the extent such dividend was paid by HDF(UK) Holdings Limited at any time after the last 
dividend payment date; 

 multiplied by the issue price of the RPS; and  

 divided by the aggregate issue price of all RPS on issue at that time. 
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(d) Terms and Conditions of RPS issued by HDF International Holdings 2 Pty Ltd to HDUF Finance Trust 

Each RPS confers on its holder the right to receive on each dividend payment date a non-cumulative preference 
dividend, franked to the extent determined by the directors from time to time, equal to: 

 the aggregate of the amount of any net profit received by HDFIH2 as a dividend on the shares it owns in 
HDF(UK) Holdings Limited to the extent such dividend was paid by HDF(UK) Holdings Limited at any time after 
the last dividend payment date plus the amount of any net profit received by HDFIH2 as interest paid to HDFIH2 
on loans made by it to Hastings Luxembourg Water S.à.r.l. to the extent such interest was paid to HDIFH2 at any 
time after the last dividend payment date; 

 multiplied by the issue price of the RPS; and 

 divided by the aggregate issue price of all RPS on issue at that time. 

HDFIH2 must apply its profits in each financial year, towards the RPS distributions before any other distribution of 
profits. 

14 Borrowings 

 30 June 31 December 
 2010 2009 

 

$'000 $'000 

Shareholder loan - stapled entity  55,690   55,712  
Short term loan - stapled entity  -   23,616  
HDUF Facility loan - stapled entity  -   14,917  
Non interest bearing loan - stapled entity  68,805   -  
Total borrowings  124,495   94,245  

(a) Terms and conditions 

Shareholder loan - stapled entity 

The shareholder loan from HDUF Finance Trust (HDUF FT) was fully drawn down to $55,599,080 as at 30 June 
2010. The loan is repayable within 20 years of its drawdown date which was 16 October 2006.  

Interest payable under the shareholder loan agreement is calculated with reference to the interest received by the 
Group from Hastings Luxembourg Water S.à.r.l. pursuant to the Loan Note Instrument and related loan notes issued 
by Hastings Luxembourg Water S.à.r.l. 

Short term loan - stapled entity 

On 16 March 2010 the Group repaid the short term loan from HDUF FT. 

HDUF Facility loan 

On 28 June 2010 the Group repaid $13,995,427 of the HDUF Facility loan and HDUF FT forgave the remaining 
outstanding balance.  

Non interest bearing loan - stapled entity 

On 28 June 2010, the Group novated an intra group loan between HDFIH1 (lender) and HDFIH2 (borrower) of 
$68,804,647 to HDUF FT for $68,804,647. The loan is non-interest bearing and is repayable within 9 years of its first 
draw down date (28 February 2007). 

The Group may elect to prepay all or part of each of the loans at any time. 
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HDUF Further Investments Trust 
Directors' Declaration 

30 June 2010 

 

Directors' Declaration 

In the opinion of the directors of the Responsible Entity: 

 (a) the consolidated interim financial statements and notes set out on pages 4 to 19 are in accordance with 
the Corporations Act 2001, including: 

 (i) complying with Australian Accounting Standards (including Interpretations) and other mandatory 
professional reporting requirements, the Corporations Regulations 2001 and are in accordance with 
the Scheme's Constitution; and 

 (ii) giving a true and fair view of the Group's financial position as at 30 June 2010 and of its performance 
for the half year ended on that date; and 

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

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

 
Alan Cameron  
Director 

27 August 2010 

 


