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Asset description
—Two toll bridges over the Tagus River in 

Lisbon, Portugal. The concession required 
the building of the Vasco da Gama 
Bridge and allowed collection of tolls  
on this and the existing 25th April Bridge

—Opened: Vasco da Gama Bridge opened 
in March 1998, 25th April Bridge opened 
in 1966

—Concession period: 35 years, ends 2030
—MIG’s interest: 30.6% 
—Value: A$187.6 million. 

Year in review
Results

—Traffic: 0.2% increase on pcp
—Revenue: 6.0% increase on pcp

Other
—Location of the new Lisbon airport was 

confirmed in January 2008 to be south 
of the Tagus River, in Alcochete. The 
new airport is planned to open in 2017. 
According to several expert opinions, the 
new airport could generate more than 
20,000 new crossings over the two toll 
bridges in its opening year

—Location of a third crossing was 
confirmed in January 2008 to be  
Chelas-Barreiro. The crossing will serve 
the high speed rail link between Lisbon 
and Madrid. The potential introduction 
of a road component is to be negotiated 
between the Portuguese Government 
and Lusoponte.

Asset description
—APRR is the concessionaire of a 2,215km 

motorway network located in the east  
of France

—APRR is a listed company on the 
Euronext and consists of three separate 
concessions: APRR, Autoroutes Rhône-
Alpes (AREA) and the Maurice Lemaire 
Tunnel – together, the APRR Group

—APRR is the second largest motorway 
network in France and the fourth largest 
in Europe

—The concession has a further 44km 
of motorways to be constructed and 
opened by 2011

—Concession period: 27 years from 
privatisation, ends December 2032

—MIG’s interest: 20.4%*
—Value: A$982.2 million.

Year in review  
Results

—Traffic: 2.1% increase on pcp
—Revenue: 5.9% increase on pcp

Other
—APRR raised €500 million of bank debt 

in August 2007 to assist with its capital 
expenditure and debt refinancing needs

—The annual toll increase was applied  
in October 2007, with tolls, linked  
to CPI, rising by an average of 0.92%  
on the APRR network and 0.75% on  
the AREA network. 

*	MIG’s interest in APRR is held through Macquarie 
Autoroutes de France SA (MAF), a company owned 
50% plus one share by MIG and 50% less one  
share by Macquarie European Infrastructure Fund 
(MEIF). MIG’s interest in MAF is subject to put and  
call options granted in favour of MEIF. These options 
include provisions that enable MEIF to sell its interest 
in MAF to MIG, or purchase MIG’s interest in MAF  
at fair market value in the event that a Macquarie 
Group entity ceases to be the manager of MAF. In 
addition, Eiffage SA has a call option over MAF’s 
shares in Financière Eiffarie, exercisable at fair value 
in the event that a Macquarie Group entity ceases  
to be the manager of MAF.

Lisbon, PortugalAutoroutes
Paris-Rhin-Rhône 
(APRR)

Eastern France

25th April Bridge
Vasco da Gama Bridge
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Asset description
—4km toll road and tunnel under the 

Warnow River in the northern German 
city of Rostock

—Opened: September 2003
—Concession period: 50 years, ends 2053
—MIG’s interest: 70.0% 
—Value: A$1.7 million. 

Year in review
Results

—Traffic: 1.4% increase on pcp
—Revenue: 6.5% increase on pcp

Other
—New tolls were implemented in March 

2008, with an approximately 10% toll 
increase in a number of key categories

—A customer satisfaction survey was 
carried out from November 2007 to 
January 2008 and findings show that the 
satisfaction level is above 80% 

—The asset company was awarded the
‘Employer 2008’ – one of the 100 best 
employers for small and medium sized 
businesses in Germany.

Asset description
—42km motorway which bypasses 

Birmingham and connects to the existing 
M6 at both ends

—Opened: December 2003
—Concession period: 53 years, ends 2054
—MIG’s interest: 100.0%
—Value: A$2,188.3 million.

Year in review  
Results

—Traffic: 11.7% decrease on pcp
—Revenue: 0.2% decrease on pcp

Other
—A revised tolling structure became 

effective on 1 January 2008. The car toll 
at the mainline plaza was increased by 
12.5% from £4.00 to £4.50. Truck tolls 
were also increased by 12.5% to £9.00

—The M42 improvement works were 
completed on 30 June 2008. The project 
was delivered under budget and has 
successfully relieved congestion at the 
point where the M6 Toll merges with  
the M42.

Rostock, Germany

Warnow TunnelM6 Toll
Birmingham, UK
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The framework is applied throughout MIG’s 
investment process as follows:

—Asset selection – environmental and social 
responsibilities are reviewed as part of the acquisition 
due diligence process 

—Ongoing asset management – regular asset board 
reporting enables compliance with environmental 
requirements to be monitored and environmental and 
social responsibility issues to be identified

—Stakeholder reporting – policies, social and 
environmental initiatives and compliance  
performance are reported internally and, where 
appropriate, externally.

In addition to Macquarie’s own processes and 
policies, many new infrastructure projects undergo 
extensive social and environmental impact reviews 
before being given approval to proceed. The process 
is typically run by governments, which will have 
balanced the costs and benefits of the project. 
Accordingly, a government-run process will usually 
require new infrastructure to produce more efficient 
environmental outcomes than existing alternative 
infrastructure; or, where an investment is made in 
existing infrastructure, for that investment to produce 
improved environmental outcomes over those that 
existed prior to the investment being approved.

ESR-related regulatory requirements
MIG is not aware of any material breaches of relevant 
ESR-related regulatory standards by its assets during 
the year ended 30 June 2008. 

ESR-related initiatives at MIG assets  
during FY2008
During FY2008 a change in the legislation covering 
reporting requirements removed MIG’s obligation to 
send hard copies of MIG’s annual and interim reports 
to security holders unless specifically requested.

A large number of MIG security holders chose  
to receive electronic copies of these reports. In 
conjunction with Planet Ark, MIG has assessed the 
reduction in the manufacture, printing and shipment 
of the reports as a result of elections made by  
MIG security holders as saving, in one year, more 
than 11 tonnes of paper, 327,000 litres of water, 
2,100kg of waste from production to landfill and 
24,000kg of greenhouse gas (GHG) emissions. 

The Macquarie Group (Macquarie) manages a range of 
investment vehicles within Macquarie Capital. MIG is one of 
these vehicles. Macquarie has made a public statement on 
corporate citizenship which is available on its website. The 
commitment is based on Macquarie taking a long-term view  
of its business activities and acknowledging the importance of 
good custodianship to the communities in which it operates.

As set out on Macquarie’s website, this commitment is 
underpinned by: 

—A clear expectation of ethical behaviour from all Macquarie staff, 
which has been adopted by MIG and which is set out in  
http://www.macquarie.com.au/mig_codeofconduct 

—A robust framework of policies including those relevant to 
environmental, social and governance (ESG) responsibilities.

Responsibility
All Macquarie staff, including those working for MIG, have a 
collective responsibility to ensure that Macquarie continues to 
be a good corporate citizen. MIG management is supported in 
this by Macquarie’s integrity, equal employment and sustainability 
and environment officers, and the risk management group. 

Macquarie staff may also contribute their time, expertise or 
finances to community organisations through the Macquarie 
Group Foundation.

MIG
MIG believes that many social, environmental and economic 
benefits arise from responsible private-sector development and 
operation of infrastructure. MIG is also aware that with these 
benefits lies the potential for risks, including ESG risks. 

MIG’s approach to managing risk, including ESG risk, falls under 
the Macquarie Capital framework which is consistent with 
Macquarie’s framework. However, the Macquarie Capital 
framework also incorporates policies and practices that reflect 
the risks specifically associated with management of and 
investment in infrastructure funds. Key policies, procedures  
and accountabilities are set out in Macquarie Capital Funds’ 
corporate governance and risk management available on  
MIG’s website. 

INVESTORS WHO CHOSE NOT TO RECEIVE 
A HARD COPY OF OUR ANNUAL AND 
INTERIM REPORTS HAVE, IN ONE YEAR, 
HELPED US SAVE: 

MIG believes that many  
social, environmental and  

economic benefits arise 
from responsible  

private-sector  
development and operation 

of infrastructure >Eleven
TONNES OF PAPER

327,000
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Environmental and social responsibility (ESR) 
management



macquarie infrastructure group annual report 200828 29

Examples of notable ESR-related initiatives undertaken during 
the past financial year at assets in which MIG invests include: 

Carbon disclosure project
MIG is a participant in the carbon disclosure project (CDP), an 
annual international survey intended to guide the investment 
decisions of institutional investors, by providing them with 
information about how companies approach climate change.  
In 2008 MIG outlined its approach to assessing and managing 
environmental risks, which include climate change. From 2009 
MIG will provide more information about its energy consumption 
and the greenhouse gas emissions arising from its activities. 

Drive for Charity
Drive for Charity is an initiative where, each year on certain 
roads, a day’s toll proceeds are collected and distributed to 
charitable and not-for-profit organisations that provide 
assistance and services to the communities in which the roads 
operate. A strong sense of goodwill has developed around the 
initiative, with drivers often donating more money than the 
normal toll, and the motorways’ staff joining in to raise money 
for the worthy causes.

This year MIG was proud to support Drive for Charity on M6 Toll 
in the UK and on Dulles Greenway in the US.

M6 Toll – 10 May 2008
Drive for Charity was held for the third time on M6 Toll. To  
date, more than £510,000 has been raised and distributed  
to worthy causes, including an annual £30,000 donation to  
the local County Air Ambulance. The organisations to benefit  
in 2008 were:

—Royal National Institute of Blind, the UK’s leading charity, 
offering information, support and advice to over two million 
people with sight loss

—Leonard Cheshire, the largest charity provider to disabled 
people in the UK

—M6 Toll Hospices, a joint venture involving the four hospices 
along the M6 Toll. 

Dulles Greenway – 19 May 2008
This is the third year that Dulles Greenway has participated  
in the annual Drive for Charity event. In 2008 more than 
US$198,000 was donated to six local organisations through tolls 
and the assistance of Greenway sponsors within the local 
business community, bringing the total amount raised through 
the event to over US$570,000.

Drive for Charity is built around three-year funding relationships 
and in 2009 Greenway management will be selecting new 
recipients for Drive for Charity proceeds. The organisations 
which have benefited from the event to 2008 are:

Supporting local students
In August 2007 407 ETR management announced the creation 
of a C$125,000 scholarship fund that will support students at 
York University in graduate studies for years to come.

The scholarship recognises that thousands of York students, 
staff and faculty use 407 ETR daily. The C$125,000  
endowment fund will generate C$5,000 annually. That C$5,000 
will then be matched two-to-one by the Ontario Graduate 
Scholarship Program, providing a total of C$15,000 to each 
year’s scholarship recipient.

In 2000 Dulles Greenway established their Citizenship Award 
and Scholarship, awarding its first funds in the spring of 2001. 
The program awards scholarships to public high school 
students in London’s County. Since inception more than  
45 students have received scholarships for college. In 2008 the 
program awarded US$1,000 scholarships to 12 local students.

Understanding climate change impacts
During FY2008 M6 Toll’s management worked with scientists 
from the Institute for Environmental, Sustainability and 
Regeneration at Staffordshire University, to understand the 
road’s climate ‘footprint’. When completed, the work, which 
assesses the energy consumption and greenhouse gases 
emitted by various aspects relating to M6 Toll’s construction  
and operation, will be reviewed and verified by the UK 
Government-funded Carbon Trust.

Management will then be able to use the findings to drive 
energy efficiency to help M6 Toll reduce its climate impact.

Supporting the homeless
In April 2008 about 70 employees and guests of ITR held  
a charity bowling event to raise money for the Hope Ministries, 
which helps to meet the needs of people without resources to 
provide for their own physical, mental and emotional needs.  
The event raised US$3,500 for the cause and ITR employees 
additionally donated simple but much-needed items including 
medicine and food.

Bringing libraries online
The City of Chicago has put Chicago Public Library online, with 
US$10 million of the US$11 million cost of the project coming 
from the proceeds of the US$1.82 billion paid for the 99-year 
lease of Chicago Skyway. The ability to reserve and renew 
books from home means more Chicagoans can get help with 
their homework, download music and use the internet through 
the library’s services. Since the improvements were 
implemented in March 2008 the number of hits on the library 
website has grown to 105 million a month, up from 28 million  
at the same time in 2007.

—The March of Dimes, whose mission  
is to improve the health of babies by 
preventing birth defects

—Special Olympics, Loudoun Chapter, 
which provides local athletes with 
intellectual disabilities with opportunities 
to participate in weekly practices and 
tournaments

—Loudoun Abused Women’s 
Shelter, which provides emergency 
accommodation, food and emotional 
support to women and their children 
escaping domestic violence and abuse

—Fresh Air/Full Care, which provides 
funding for summer camps for  
at-risk youth

—Loudoun Wildlife Conservancy, which 
promotes the preservation and 
proliferation of healthy wildlife habitats. 

New South Wales’ safest road
In December 2007 Westlink M7 was 
rated New South Wales’ best highway, 
with a four-star safety rating from the 
Australian Road Assessment Program 
(AusRAP). AusRAP is an initiative of the 
Australian Automobile Association. 

The program has developed a star rating 
for all highways, based on their safety 
performance. The ratings system 
highlights the most dangerous and the 
safest sections on national highways and 
helps motorists understand the potential 
risks when driving on different roads. 

AusRAP’s star ratings involve an 
inspection of a number of design 
elements such as lane and shoulder 
width and the presence of safety barriers, 
known to have an impact on the 
likelihood of a crash and its severity. 
Between one and five stars are awarded 
to road links depending on the level of 
safety ‘built-in’ to the road.

The AusRAP audit found that Westlink M7 
motorists are better protected from  
head-on crashes by 100% of the 
motorway being divided. In addition  
the report states that 100% of the 
motorway features good horizontal 
alignment providing for safe driving  
at a uniform speed. 

ITR employees raising money for charity at a 
bowling event for the Hope Ministries

M6 Toll Drive for Charity

ESR management 
continued
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MIT(I)
Responsible Entity/Manager:

MIML

MIGIL
Adviser:
MCFEL

Australian and 
North American 

toll road investments

UK, European and 
North American

toll road investments

Australian and 
North American 

toll road investments

stapled units

stapled units/
shares

stapled units/
shares

MIT(II)
Responsible Entity/Manager:

MIIML

MIG is a Macquarie Group (Macquarie) branded 
externally managed stapled group comprising two 
Australian trusts and a Bermudan mutual  
fund company.

Macquarie’s expertise in managing funds and their 
businesses and sourcing new value-adding 
opportunities is a key attraction for investors in its 
managed vehicles. Investors are principally seeking to 
harness Macquarie’s expertise in sourcing, investing in 
and managing businesses (made available through the 
management arrangements), as well as the expertise of 
appropriately qualified external directors. 

A variety of investment vehicles can be used, through 
which funds are pooled to be invested in underlying 
assets. Stapled groups have developed due to differing 
regulatory regimes for different vehicles and the broad 
objective of managed funds to maximise distributions 
from underlying businesses to investors. For example, 
an appropriate structure for holding Australian 
investments may not be appropriate for the purposes 
of holding foreign investments.

In the case of Australian trusts, a responsible  
entity/manager owned by the sponsor with sponsor-
appointed directors has been a common structural 
feature since the inception of these types of  
investment vehicle.

Bermudan mutual fund companies, whilst subject  
to the common law based regulatory regime in 
Bermuda, provide for relative flexibility in regards  
to earnings repatriation. 

MIG’s management arrangements are designed to 
promote consistency of management across all the 
entities in MIG. 

Services (adviser to the company)
—Investment and divestment evaluation and 

recommendations
—Asset management 
—Capital management
—Financial reporting
—Investor communications and meetings
—General fund administration (subject to outsourcing of 

registry and trust custodial services to Computershare 
Investor Services Pty Limited (ABN 48 078 279 277)  
and Trust Company Limited (ABN 59 004 027 749) 
respectively, and company secretarial services in 
Bermuda to Butterfield Fund Services (Bermuda) Limited)

—Monitoring of fund operational risk and compliance.

Term
In perpetuity for both trusts and company or until the 
manager/adviser is removed or retires.

Termination
Both trusts and company, without cause, by security 
holder vote. The manager of the company can only be 
removed on a vote if the responsible entity of the trusts 
is also removed on a vote. 

For both trusts and company the resolution must be 
passed by at least 50% of votes cast at a meeting by 
security holders entitled to vote. Managers and 
associates may vote their securities on the resolution.

No termination fees are payable other than accrued 
base fees and outstanding performance fee instalments.

Fees
Refer to principle 8 on page 41 and the remuneration 
report on page 73 for details.

Expenses
Refer to principle 8 on page 41 for details.

Discretions
MIT(I) and MIT(II)
The board of the responsible entity of the trusts makes 
all investment, divestment and operational decisions.

MIGIL 
The manager mandate for the company is non-
discretionary. All investment, divestment and 
operational decisions are made by the board of the 
company. The manager only makes recommendations.

Related party protocols
The trusts and company have adopted a detailed 
related party protocol covering transactions with and 
services provided by Macquarie companies and other 
managed funds/vehicles.

MIG’s management arrangements and corporate 
governance framework are outlined below.

The manager/adviser are two Macquarie companies, 
Macquarie Infrastructure Investment Management 
Limited (MIIML) for the trusts and Macquarie Capital 
Funds (Europe) Limited (MCFEL) for the company.

The two trusts are ASIC-registered managed 
investment schemes and their combined trustee/
manager, MIIML, is known as the responsible entity. Its 
management role is defined by the trust constitutions, 
the Corporations Act and the general law. There is no 
separate management agreement.

The Bermudan company has a different board and 
decision making process to MIIML and has a separate 
advisory deed with MCFEL.

There is also a stapling agreement in place between all 
entities and MIIML and MCFEL setting out cooperation 
arrangements for the operation of the stapled structure.

The management arrangements are broadly consistent 
across the three entities and the key terms are 
described below.

Investment mandate
MIG’s principal investment policy is widely defined and 
includes investments in: 

—Infrastructure assets in OECD and OECD equivalent 
countries, and 

—Non-infrastructure assets where ancillary to a major 
infrastructure investment or acquisition.

MIG has a stated focus on toll road investments, both 
greenfield and operating.

All related party transactions or services are on  
arm’s length terms and approved by the MIG 
independent directors only. Macquarie executive 
directors do not vote or, unless invited to do so by  
the independent directors, participate in discussion  
on related party matters.

Asset acquisition or sale transactions with related 
parties for 5% or greater of fund value are supported  
by an independent valuation.

Mandates for the provision of services to MIG stapled 
entities or their controlled businesses are subject to 
third party independent review unless the independent 
directors determine otherwise on the basis of 
appropriate market information or practice.

Third party independent review is mostly carried out  
by the corporate advisory divisions of large accounting 
firms. In the case of the provision of services, the 
reviewers have regard to market evidence gathered 
from their own enquiries, including information 
requested from Macquarie.

For asset sales or acquisitions, the reviewer carries out 
its own valuation if required. MIG independent directors 
have put in place a panel of reviewers (which does not 
include the MIG auditor) and the reviewer for a 
particular service or transaction is usually chosen  
by them on a rotational basis.

Swap and foreign exchange transactions with 
Macquarie companies solely for hedging purposes are 
subject to pre-approvals if certain conditions are met.

Significant volume securities transactions with a 
Macquarie broker require independent director approval. 

Change of control
MIG co-invests from time to time with other  
Macquarie companies or managed vehicles. 
Co-investment arrangements may include pre-emption, 
tag-along and drag-along rights in favour of each other, 
typical of those agreed with third party co-investors. 
They may also include pre-emptive rights which are 
triggered on removal of the Macquarie managers. Refer 
to the asset description in relation to APRR on page 22 
for details.

In addition, loan facilities for MIG stapled entities (which 
are currently undrawn) or MIG businesses may provide 
for acceleration of loan payments if MIG is no longer 
managed by a Macquarie company.

	M anagement arrangements
	 The securities of the three entities are listed on the ASX and must trade together.

Corporate governance statement
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ASX Corporate Governance Principles 
The ASX Corporate Governance Council (the Council) 
has Corporate Governance Principles and 
Recommendations (the Principles) which are designed 
to maximise corporate performance and accountability 
in the interests of shareholders and the broader 
economy. The Principles encompass matters such as 
board composition, committees and compliance 
procedures.

The Principles can be viewed at www.asx.com.au.  
The Principles are not prescriptive; however listed 
entities (including MIG) are required to disclose the 
extent of their compliance with the Principles, and to 
explain why they have not adopted a Principle if they 
consider it inappropriate in their particular circumstances.

On 2 August 2007 the Council issued revised 
Principles. While the revised Principles take effect for 
financial years commencing after 1 January 2008, MIG 
has elected to report early against the revised Principles.

MIG’s corporate governance statement is in the form  
of a report against the Principles. MIG’s corporate 
governance policies largely conform to the Principles. 
Any deviation is because of MIG’s externally managed 
structure and the requirements of the Macquarie Fund 
Policy. We have noted the differences in our reporting.

Principle 1
Lay solid foundations for management and oversight
Responsibility for corporate governance and the 
internal working of each MIG entity rests with the board 
of MIIML or MIGIL, as the case may be. The board of 
each company has adopted a formal charter of 
directors’ functions and matters to be delegated to 
management, having regard to the recommendations 
in the Principles.

An outline of the boards’ responsibilities as set out in 
each company’s charter is set out below:

—Setting objectives, goals and strategic direction for 
management, with a view to maximising investor wealth

—Monitoring the implementation of MIG’s investment policy 

Removal of manager trigger events are typically put in 
place because counterparties (both equity and debt 
providers) require ongoing Macquarie involvement in 
the management of the fund or particular businesses.

The MIG independent directors obtain separate legal 
advice as necessary and the arrangements are 
approved by the independent directors and disclosed 
to security holders.

Variation to management arrangements
Any variations adverse to security holders’ rights  
or in respect of changes to fee structures to increase 
fees would involve trust constitution amendments  
and therefore effectively require approval by 75% by 
value of votes cast at a meeting by security holders 
entitled to vote.

Director appointment rights
The combined managers have director appointment 
rights for 75% of the board of the company. 

Macquarie appoints the board of the manager of the 
trusts, as it is a Macquarie subsidiary. 

Refer to principle 2 on page 34 for more detail.

What you can find on our website:

—MIT(I) constitution
—MIT(II) constitution
—MIGIL constitution.

MIG’s approach to corporate governance
The MIG boards are committed to MIG’s achievement 
of superior financial performance and long-term 
prosperity, while meeting stakeholders’ expectations of 
sound corporate governance practices. This statement 
outlines MIG’s main corporate governance practices as 
at 30 June 2008. Unless otherwise stated, they reflect 
the practices in place throughout the financial year 
ending on that date.

The boards determine the corporate governance 
arrangements for MIG. As with all its business activities, 
MIG is proactive in respect of corporate governance 
and puts in place those arrangements which it 
considers are in the best interests of MIG and its 

investors, and consistent with its responsibilities to 
other stakeholders. It actively reviews Australian and 
international developments in corporate governance.

MIG is part of the stable of Macquarie managed 
vehicles. Accordingly, in setting the corporate 
governance framework the MIG boards have also 
undertaken to comply with the Macquarie Funds 
Management Policy (Macquarie Fund Policy). This 
policy has been devised by Macquarie to safeguard  
the interests of investors in the managed vehicles, 
which at times may conflict with those of Macquarie  
as managers of the vehicles.

The key elements of the Macquarie Fund Policy are:

—Conflicts of interest arising between Macquarie 
managed vehicles and its related parties should be 
managed appropriately and, in particular:
—Related party transactions should be identified  

clearly and conducted on arm’s length terms
—Related party transactions should be tested by 

reference to whether they meet market standards
—Decisions about transactions between Macquarie 

managed vehicles and Macquarie or its affiliates 
should be made by parties independent of 
Macquarie.

—The boards of both the corporate vehicles and the 
management company/responsible entity of the trusts 
of listed Macquarie managed vehicles which are 
stapled groups will comprise at least 50% independent 
directors and at least one of the boards in each stapled 
group will have a majority of independents.

—The funds management business should be resourced 
appropriately. In particular:
—There is a separate Macquarie Capital Funds 

(MacCap Funds) division and staff in this area should 
be dedicated to the funds management business

—All recommendations to the boards of Macquarie 
managed vehicles should be reviewed or prepared 
by MacCap Funds staff

—Each listed Macquarie managed vehicle that invests in 
operating businesses should have its own managing 
director or chief executive officer, and

—Chinese walls operate to separate Macquarie’s 
investment advisory and equity capital markets 
businesses from MacCap Funds.

—Approving and monitoring the progress of major  
capital expenditure, capital management, acquisitions 
and divestures

—Adopting an annual budget for the managed vehicle 
and monitoring its financial performance

—Consulting with Macquarie on the appointment or, 
where appropriate, removal of the CEO or CFO or  
their equivalents

—Participating in the review of the performance of the 
CEO and CFO or their equivalents and, where 
appropriate, replacing those officers

—Appointing and removing the company secretary
—Monitoring senior management’s, or in the case of 

MIGIL, MCFEL’s performance, implementation of 
strategy, and resources

—Reviewing, ratifying and monitoring systems of risk 
management, compliance and codes of conduct 

—Approving and monitoring financial and other reporting
—Setting the highest business standards and codes for 

ethical behaviour.

Full board meetings are held at least bimonthly for 
MIIML and MIGIL, and other meetings are called as 
required. Directors are provided with board reports  
in advance of board meetings, which contain  
sufficient information to enable informed discussion  
of all agenda items.

Corporate governance statement
continued
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2.	Appointment to the boards
ASX has granted listing rule waivers to facilitate 
Macquarie appointed directors for the Bermudan 
company in the same way as they are appointed for 
the responsible entity of the trusts. In the context of an 
externally managed vehicle, Macquarie believes these 
arrangements promote consistency of management 
and are for the benefit of investors. Macquarie 
considers the selection of appropriately experienced 
independent directors as an important contribution to 
MIG’s performance. From an investor protection 
viewpoint, MIG has a majority of independent directors 
on the combined MIG boards. Though Macquarie 
appointees, these directors are reputable, appropriately 
qualified and experienced businessmen who satisfy 
market-standard independence criteria. These directors 
have a duty at law to prefer the interests of MIG 
investors to those of Macquarie.

Details of the appointment arrangements are set  
out below.

MIIML
MIIML is a wholly owned subsidiary of Macquarie 
Group Limited (MGL) and directors are appointed  
to MIIML in consultation with the MGL board. The 
following board composition and membership criteria 
have been adopted by the board in consultation  
with MGL:

—The board is to comprise at least four directors. 
Additional directors may be appointed if the board feels 
that additional expertise is required in specific areas, or 
when an outstanding candidate is identified

—New appointments to the board require full MIIML 
board approval

—Independent directors are to comprise a majority of  
the board

—The board is to comprise directors with an appropriate 
range of qualifications and expertise

—Directors can be removed by MIIML’s sole shareholder, 
MGL, in its absolute discretion and at any time

—The chairman of the board is to be a Macquarie 
executive or closely connected ex-Macquarie 
executive. Note, Mark Johnson ceased to be a 
Macquarie executive effective 31 March 2007

—The chairman must be nominated by the MGL board 
and requires full MIIML board approval

—A lead independent director is to be appointed each 
financial year using an alphabetical 12-month rotation 
system

—To ensure that the board has the benefit of regular  
new input and to avoid the potential for loss of 
objectivity over time, independent directors will  
retire after 12 years.

Each independent/non-executive director of MIIML  
and MIGIL has received a letter of appointment which 
details the key terms of their appointment. This letter 
has been enhanced for the more recent board 
appointments to include all of the recommended 
matters in the Principles.

The CEO and CFO, being MIG’s senior executives, have 
formalised job descriptions and, as Macquarie Capital 
employees, letters of appointment.

To ensure that the MIG senior executives properly 
perform their duties, the following procedures  
are in place:

—The CEO and CFO are Macquarie Capital employees 
seconded to MIIML or MCFEL as required. Their 
performance is assessed by Macquarie in March  
each year as part of Macquarie’s formal employee 
performance evaluation process. The relevant boards 
provide annual feedback on the performance of the 
CEO and CFO 

—A review of the performance of MCFEL as adviser 
against its contractual obligations by the MIGIL 
independent directors, with external assistance  
if required

—A formal induction program to allow senior executives 
to participate fully and actively in management  
decision making

—Access by executives to continuing education to 
update and enhance their skills and knowledge.

The above process was followed for the year ended  
30 June 2008.

What you can find on our website:

—A summary of the MIIML and MIGIL board charters.

Principle 2
Structure the board to add value

1.	Composition
MIIML 
Board of directors
The MIIML board of directors is comprised as follows:

Mark Johnson, Chairman
Non-executive
Director for 12 years (including 10 years as chairman)

Michael Carapiet, Director
Executive
Director for less than 1 year

David Mortimer AO, Director
Independent
Director for 8 years

Paul McClintock, Director
Independent
Director for 5 years

David Walsh, Director
Independent
Director for 4 years

John Roberts, Alternate Director to Mark Johnson and 
Michael Carapiet
Executive
Director for 5 years

Profiles of these directors can be found later in  
this report.

MIGIL  
Board of directors
The MIGIL board of directors is comprised as follows:

Robert Mulderig, Chairman
Independent
(MCFEL appointment)
Director for 4 years

Dr Peter Dyer, Director
Non-executive
(MCFEL appointment)
Director for 4 years 

Mark Johnson, Director
Non-executive
(MIT(II) appointment)
Director for 4 years 

Jeffrey Conyers, Deputy Chairman
Independent
Director for 4 years

Independence of directors determined by objective 
criteria is acknowledged as being desirable to protect 
investor interests and optimise the financial 
performance of the fund and returns to investors.

In determining the status of a director, both MGL and 
the board have adopted the standards of 
independence required by the Macquarie Fund Policy. 
Details are as follows.

An independent director is a director of the responsible 
entity and/or special purpose vehicle who is not a 
member of management (a non-executive director) and 
who (to the satisfaction of the MGL board corporate 
governance committee) meets the following criteria:

—Is not a substantial shareholder of:
—MGL or MIG, or
—A company holding more than 5% of the voting 

securities of MGL or MIG
—Is not an officer, or otherwise associated directly or 

indirectly with a shareholder holding more than 5%  
of the voting securities, of MGL or MIG

—Has not, within the last three years, been:
—Employed in an executive capacity by the 

responsible entity and/or special purpose vehicle,  
or by another Macquarie entity, or

—A director of any such entity after ceasing to hold 	
any such employment

—Is not and has not within the last three years been a 
principal or employee of a professional adviser to MIG, 
Macquarie or other Macquarie managed vehicles 
whose billings to MIG, Macquarie or other Macquarie 
managed vehicles over the previous full year, in 
aggregate, exceed 5% of the adviser’s total revenues 
over that period. A director who is or within the last 
three years has been a principal or employee of a 
professional adviser will not participate in any 
consideration of the possible appointment of the 
professional adviser and will not participate in the 
provision of any service to MIG, Macquarie or another 
Macquarie managed vehicle

—Is not a significant supplier or customer of MIG, 
Macquarie or other Macquarie managed vehicles, or  
an officer of or otherwise associated directly or indirectly 
with a significant supplier or customer. A significant 
supplier is defined as one whose revenues from MIG, 
Macquarie and other Macquarie managed vehicles 
exceed 5% of the supplier’s total revenue. A significant 
customer is one whose amounts payable to MIG, 
Macquarie and other Macquarie managed vehicles 
exceed 5% of the customer’s total operating costs
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The MIGIL board charter also provides that there must 
not be half or more of the board located in any 
jurisdiction other than Bermuda. Robert Mulderig and 
Jeffrey Conyers are Bermuda-based. Mark Johnson  
is based in Australia and Dr Peter Dyer in the UK.

In determining the status of directors, the MIGIL board 
has adopted the standards of independence required 
by the Macquarie Fund Policy.

The candidates for the board are selected by MCFEL  
or MIIML, as the case may be, using the same  
selection and MGL nomination approval process  
as for MIIML directors. In the case of candidates  
to be elected by security holders, the nominee is  
then recommended by MCFEL to the MIGIL board  
for approval.

The MIGIL board has not constituted a nomination 
committee because, as a consequence of the 
management arrangements established for MIGIL and 
its participation in the stapling arrangements with MIT(I) 
and MIT(II), its directors are nominated by the relevant 
Macquarie companies having regard to the board 
charter criteria and Macquarie Fund Policy requirements.

3.	Chairman
Mark Johnson, being the former deputy chairman of 
Macquarie Bank until his retirement on 19 July 2007,  
is a non-executive chairman of MIIML and does not 
satisfy the independence recommendation of the 
Principles. The Macquarie Fund Policy requires the 
chairman to be a current or closely connected 
ex-Macquarie executive because MIIML is a Macquarie 
company and MIG is externally managed and 
Macquarie branded.

The MIIML board has resolved to appoint a lead 
independent director. David Walsh was the lead 
independent director from July 2007 to June 2008  
and Paul McClintock is lead independent director until 
30 June 2009. A different lead independent director  
is to be appointed each financial year using an 
alphabetical rotation system.

It is MIGIL’s policy to have an independent chairman 
and Robert Mulderig, chairman of MIGIL, is 
independent even though he is appointed by MCFEL. 
Mr Mulderig satisfies the independence test in the 
Macquarie Fund Policy.

—Has no material contractual relationship with Macquarie 
other than as a director of a responsible entity and/or 
special purpose vehicle

—Is not a director of more than two Macquarie related 
responsible entities or special purpose vehicle boards

—Has no other interest or relationship that could interfere 
with the director’s ability to act in the best interests of 
the Macquarie managed vehicle and independently of 
management of Macquarie.

Where an individual may not meet one or more of the 
above criteria but the MGL board corporate 
governance committee makes a specific determination 
that, in the particular overall circumstances of that 
individual, the fact that these criteria have not been met 
would not prevent the individual from exercising 
independent judgment on the relevant board(s).

The standards of independence which have been 
applied are substantively similar to but are not the same 
as those suggested in the Principles.

The main area of difference is that the Macquarie Fund 
Policy is designed to ensure that independent directors 
are independent from both MIG management and 
Macquarie. The directors believe that the adoption of 
the Macquarie Fund Policy definition of independence 
better reflects the true nature of independence in the 
present circumstances and does not materially 
prejudice security holders.

The ability of independent directors to serve on up to 
two separate managed vehicle boards is considered 
appropriate because the time commitment and level of 
remuneration for these roles is not so significant as to 
compromise independence.

MIG considers that the independence of its directors, 
each of whom is a highly qualified and reputable 
business person and professional who satisfies the 
above criteria, does not depend on who appoints them 
but on their independence of mind, including an ability 
to constructively challenge and independently 
contribute to the boards. Independent directors are 
asked to confirm their independence status on 
appointment, and on an annual basis, and to notify the 
board if they cease to satisfy the criteria.

The following guidelines apply to director selection and 
nomination by Macquarie:

—Integrity
—Particular expertise (sector and functional) and the 

degree to which they complement the skill set of the 
existing board members

—Reputation and standing in the market
—In the case of prospective independent directors, actual 

(as prescribed by the above definition) and perceived 
independence from Macquarie.

The board has not appointed a nomination committee. 
The board does not consider such a committee 
appropriate in circumstances where there is only one 
shareholder and it has adopted the Macquarie Fund 
Policy set out above. It is considered that this process 
is sufficiently transparent to justify not appointing a 
nomination committee.

MIGIL
Under the MIGIL bye-laws, MCFEL has been issued 
with an A Special Share (and has rights under the 
advisory deed) which entitles it to appoint the managing 
director and other director(s) constituting up to 50% of 
the MIGIL board. MIIML, as responsible entity of MIT(II), 
has been issued with a B Special Share which entitles it 
to appoint director(s) constituting up to 25% of the 
MIGIL board while the entities are stapled. Neither the  
A nor B Special Share has any economic interest, 
which means that the holders of those shares are not 
entitled to any dividends and are only entitled to the par 
value of those shares on a winding up of MIGIL.

The balance of the directors is elected by MIG 
investors. Of the present board, Jeffrey Conyers is 
subject to rotation and security holder approval. 

The MIGIL board has 50% independent directors rather 
than a majority of independent directors. This reflects 
the requirement of the Macquarie Fund Policy for the 
boards of the responsible entity of the stapled trusts 
and the stapled company to have at least 50% 
independent directors and at least one of the boards  
in each stapled structure to have a majority of 
independent directors.

The rationale for this approach is that under the stapling 
arrangements, the practical operation of the MIIML 
and MIGIL boards is such that no significant decision  
(in particular strategy, capital raisings, borrowings, and 
investments) can be made by one board without the 
consultation and consideration of the other board,  
and the MIGIL board has a sufficient quorum of 
independent directors to vote on transactions with 
Macquarie companies.

In both cases, the chairman does not exercise the role 
of CEO. That role is performed by John Hughes, who 
was appointed as CEO in November 2007. 

Both the MIIML and MIGIL board charters provide that 
all independent directors will meet at least once per 
year in the absence of management and at other times 
as they determine. The convenor of the meetings will 
be the lead independent director in the case of MIIML, 
and the chairman in the case of MIGIL. This 
requirement was met for the year ended 30 June 2008.

4.	Independent professional advice
The directors of MIIML and MIGIL are entitled to  
obtain independent professional advice at the cost  
of the relevant trust or company subject to the 
estimated costs being first approved by the chairman 
as reasonable.

5.	Board performance
To ensure that the directors of MIIML and MIGIL are 
properly performing their duties, the following 
procedures are in place:

—A formal annual performance self-assessment of the 
board, the audit and risk committees and individual 
directors

—A formal induction program for directors
—Access by directors to continuing education to  

update and enhance their skills and knowledge.

The procedure for evaluation of the boards’ 
performance is: 

—Directors are given the opportunity to discuss individual 
performance and feedback on performance with the 
chairman, and in the case of MIGIL, the most senior 
Macquarie executive director, and the chairman meets 
with each non-executive and independent director to 
discuss the effectiveness of the board and board 
committees as a whole

—The board as a whole discusses and analyses  
board and committee performance during the year, 
including suggestions for change or improvement, 
based on the chairman’s feedback from conducting 
separate meetings with the non-executive and 
independent directors.

The above process was followed for the year ended  
30 June 2008.
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The qualifications of the members of both audit and risk 
committees can be found on our website and later in 
this report.

2.	Audit and risk committee charters
In establishing its audit and risk committee, each of 
MIIML and MIGIL has established a charter under which 
the committee is to operate. The charter is materially 
the same for both companies.

The responsibilities of the audit and risk committee under  
each charter in relation to financial reporting are to:

—Review and report to the board on the financial 
statements and related notes, and on the external 
auditor’s audit of the financial statements and the  
report thereon

—Recommend to the board the appointment and 
removal of the external auditor, review the terms of its 
engagement including arrangements for the rotation of 
external audit partners, and the scope and quality of 
the audit

—Monitor auditor independence. The audit and risk 
committee meets with the external auditor at least 
twice a year and more frequently if required. 

Details of the risk monitoring duties of the audit and risk 
committee are set out in the Principle 7 commentary.

3.	Auditor independence
The audit and risk committees have adopted a policy 
which includes the following to ensure the 
independence of the external auditor:

—The external auditor must remain independent from 
Macquarie and MIG at all times and must comply with 
APES 110: Code of Ethics for Professional Accountants 
pertaining to financial independence, and business and 
employment relationships

—The external auditor must monitor its independence 
and report to the board every six months that it has 
remained independent 

—Significant permissible non-audit assignments awarded 
to the external auditor must be approved in advance by 
the audit and risk committees (or their chairmen 
between meetings)

—All non-audit assignments are to be reported to the 
audit and risk committees every six months

—The MIG audit engagement partner and review partner 
must be rotated every five years.

The MIIML and MIGIL boards and audit and risk 
committees are of the view that, at the present time, 
PwC is best placed to provide MIG’s audit services.

Principle 3
Promote ethical and responsible decision making
MIG’s code of conduct sets out principles and 
standards for the directors and executives in respect of 
practices necessary to maintain confidence in MIG’s 
integrity, and the responsibility and accountability of 
individuals for reporting and investigating reports of 
unethical behaviour. The code includes whistleblower, 
anti-corruption and dealing with governments and  
anti-money laundering policies.

The code also encompasses principles for compliance 
with legal and other obligations to MIG’s stakeholders, 
including security holders, employees, customers, and 
the broader financial and other communities in which 
MIG operates. 

The code is periodically reviewed and endorsed by  
the MIIML, MIGIL and MCFEL boards. The code is 
distributed to all directors and staff and reinforced at 
induction and other training programs.

A policy on securities dealings is in place under which 
directors and staff involved in the management of MIG 
are restricted in their ability to deal in MIG stapled 
securities. Security trading by MIG directors, officers 
and staff is permitted only during four-week special 
trading windows following the release of MIG’s half-
yearly and yearly financial results, and following the 
annual general meeting or lodgement with ASIC and 
ASX of a disclosure document for a capital raising or  
a cleansing statement for a rights issue.

When the trading window is not opened following 
results announcements, pending disclosure of 
significant transactional activity being undertaken by 
MIG, a special four-week trading window may apply 
following an ASX release in respect of the transaction.

Special arrangements apply for the trading by MIIML, 
MCFEL and associates of MIG securities issued in 
connection with base fees and performance fees. 
Standing instructions must be given to a Macquarie 
broker during a designated directors and staff trading 
window to sell at above a designated price with the 
trade to take place at any time in accordance with the 
instructions. Any instructions given will be on the basis 
that Chinese walls are operating with the broker at all 
times during the currency of the instruction. Alternatively, 
the securities will be placed in a blind trust with an 
external broker during a trading window, with 
irrevocable instructions to sell at above a designated 
price with the trade to take place at any time in 
accordance with instructions.

MIG’s approach to environmental and social 
responsibility management is set out on pages 26 to 29 
of this report.

What you can find on our website:

—A summary of the code of conduct
—A summary of the main provisions of the securities 

(windows) trading policy
—A description of MIG’s environmental and social 

responsibility management policy.

Principle 4
Safeguard integrity in financial reporting

1.	Audit and risk committees
Each of MIIML and MIGIL has appointed an audit and 
risk committee.

MIIML
The audit and risk committee, which complies with the 
requirements of the Principles, is currently comprised 
as follows:

David Mortimer AO, Chairman
Independent 5*

David Walsh
Independent 4*

Paul McClintock
Independent 5*

*	Meetings attended (5 held). David Walsh replaced Michael Easson 
as a member of the audit and risk committee on 23 August 2007. 
Michael Easson attended the audit and risk committee meeting 
held on 20 August 2007.

MIGIL 
The audit and risk committee does not comply with the 
principles and is currently comprised as follows:

Jeffrey Conyers, Chairman
Independent 4*

Robert Mulderig
Independent 4*

*	Meetings attended (4 held). 

Given the size and composition of the MIGIL board,  
the audit and risk committee does not comply with the 
ASX three-member recommendation. However the 
members of both the MIIML and MIGIL committees are 
all independent directors.

As the MIIML board alone is responsible for signing the 
MIG consolidated financial statements, the ASX has 
advised that only the MIIML audit committee must 
comply with the ASX listing rule requirements in respect 
of size and composition.

PwC is a top tier professional services firm and has 
provided audit services to MIG since its establishment 
and is familiar with its structure and businesses. The 
auditor is required to be independent from MIG and 
Macquarie. PwC meets this requirement. 

The auditor attends MIG’s annual general meetings and 
is available to answer security holder questions on the 
conduct of the audit, and the preparation and content 
of the auditor’s report.

What you can find on our website:

—The audit and risk committee charters for MIIML  
and MIGIL

—Procedures for selection and appointment of the 
external auditor and for rotation of external audit 
engagement partners.

Principle 5
Make timely and balanced disclosure
It is MIG’s policy to provide timely, open and accurate 
information to all stakeholders, including investors, 
regulators and the wider investment community. Under 
the terms of the stapling deed, MIIML, MIGIL and 
MCFEL are obliged to exchange relevant information 
and coordinate ASX releases and financial reporting.

MIG has an external communications policy which 
includes policies and procedures in relation to 
disclosure and compliance with the disclosure 
requirements in the ASX Listing Rules.

The procedures include dealing with potentially  
price-sensitive information which includes referral to  
the CEO and company secretary/general counsel for  
a determination as to disclosure required. The ASX 
liaison person is the MIIML company secretary.

What you can find on our website:

—External communications policy summary.

Principle 6
Respect the rights of shareholders
MIG has developed a security holder communications 
policy. The cornerstone of this policy is the delivery of 
timely and relevant information as described below. 

Investors are provided with an annual report and 
financial statements, either by accessing MIG’s website 
or in hard copy if specifically requested, which keep 
them informed of MIG’s performance and operations. 
Investors are notified in writing when this material 
becomes available and are provided with details of how 
to access it.
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(iv)	Review the scope of any internal audit to be conducted 
and the independence of any internal audit team.

As required by the Corporations Act, a compliance 
committee and designated compliance staff assist the 
MIIML board in overseeing the trusts’ risk management 
framework by monitoring compliance plans and 
ensuring that there is an underlying compliance 
framework including detailed policies and procedures, 
staff training and supervision and appropriate 
compliance reporting. 

The compliance committee is currently comprised  
as follows:

—Brendan Riordan, Chairman, External
—Ray Kellerman, External
—John Hughes, Macquarie
—Andrew Sims/Stuart Green/Mary Nicholson (alternates 

for John Hughes), Macquarie

The external compliance committee members must 
satisfy the independence criteria set out in s601JB (2)  
of the Corporations Act. External members are required 
to certify their compliance with these requirements on 
an annual basis and otherwise notify MIIML if they 
cease to satisfy the criteria.

Both MIIML and MCFEL, as part of Macquarie, are 
subject to periodic review conducted by Macquarie’s 
internal audit division.

Each of MIG’s businesses maintains its own risk 
management framework and supporting infrastructure 
to manage its own risk. MIG’s ability to control or 
influence this framework and infrastructure differs based 
on MIG’s level of ownership and control. It is MIG’s 
policy to confirm that each business has an appropriate 
risk management framework in place to assist the 
business to effectively manage its risks.

During the year management has reported to the audit 
and risk committees as to the effectiveness of MIG’s 
management of its material risks. In addition, the MIIML 
board has received assurance from the CEO and CFO 
that their declaration under s295A of the Corporations 
Act 2001 is founded on a sound system of risk 
management and internal control and that the system 
is operating in all material respects in relation to financial 
reporting risks.

MIG’s policy is to lodge market-sensitive information 
with the ASX and place it on its website, including 
annual and interim result announcements and analyst 
presentations, as soon as practically possible. MIG’s 
website (www.macquarie.com/mig) contains recent 
announcements, presentations, past and current 
reports to security holders, answers to frequently  
asked questions and at least a three-year summary  
of key financial data. Investors may also register  
here to receive email copies of MIG’s significant  
ASX announcements.

Domestic investor roadshows are held regularly 
throughout Australia. International roadshows are also 
held for institutional investors. Where they contain new 
information, analyst and roadshow presentations are 
released to the ASX and included on the MIG website. 

MIG also produces an analyst package which is 
updated annually. This comprehensive guide aims  
to provide transparency of MIG’s investments  
and structure. The analyst package is released  
to the ASX and consists of detailed business 
descriptions, corresponding financial variables  
and financial modelling tools.

Meetings of the three MIG entities are convened at  
least once a year, usually in October or November. 
MIGIL is required to hold an annual general meeting 
(AGM) each year.

In the case of the trusts, which are not required under 
the Corporations Act to hold an AGM, these are usually 
informal annual meetings unless there is formal 
business to be considered. An AGM is held for MIGIL  
at the same time. Presentations by the chairman and 
CEO at the AGM are webcast.

For formal meetings, an explanatory memorandum on 
the resolutions is included with the notice of meeting.
Unless specifically stated in the notice of meeting,  
all holders of fully paid securities are eligible to vote on 
all resolutions. In the event that security holders cannot 
attend formal meetings they are able to lodge a proxy 
in accordance with the Corporations Act or Bermudan 
Companies Act as applicable. Proxy forms can be 
mailed or lodged by facsimile or electronically.

What you can find on our website:

—External communications policy summary
—The latest annual report and full financial statements.

Principle 7
Recognise and manage risk
Both MIIML and MIGIL have formalised risk 
management policies. Compliance with these policies 
is monitored by their respective audit and risk 
committees.

Risks are managed through the risk management 
framework in place and include:

—Investment risks
—Regulatory and reporting risks
—Financial risks (such as liquidity, interest rate, currency, 

investment, credit)
—Legal risks (such as contract enforceability, covenants, 

litigation)
—Compliance risks
—Operational risks (such as people, processes, 

infrastructure, technology, systems, outsourcing  
and geographic coverage)

—Environmental and social risks
—Occupational health and safety risks
—Project risks
—Business performance risks
—Reputation risks (such as investor relations,  

media management)
—Strategic risks.

As part of its risk monitoring duties each audit and  
risk committee is required to:

(i)	 Enquire of management and the external auditor  
about significant risks or exposures and assess the 
steps management (MIIML) or the adviser (MCFEL)  
has taken to minimise such risk to the trusts or 
company as applicable

(ii)	Consider and review with the external auditor:

—The adequacy of the trusts’/company’s internal 
controls including computerised information system 
controls and security

—Any related significant findings and recommendations 
of the external auditor on the matter of internal 
controls together with management’s responses 
thereto

(iii)	Monitor and review (at least annually) the  
effectiveness of the trusts’/company’s operational  
risk management framework and compliance with  
key risk management policies 

What you can find on our website:

—A description of MIG’s risk management policies  
and framework

—A description of MIG’s environmental and social 
responsibility management policy

—A description of MIG’s occupational health and safety 
risk management policy

—The compliance plan for MIT(I) and MIT(II)
—Details of the qualifications of the MIT(I) and MIT(II) 

compliance committee members.

Principle 8
Remunerate fairly and responsibly
Below is a brief description of management and 
performance fee arrangements for MIIML as responsible 
entity and MCFEL as adviser, remuneration 
arrangements in relation to MIG staff (whose 
remuneration is paid by Macquarie Capital, not MIG) 
and also the fees paid to MIG external directors.  
Full details and a discussion of MIG remuneration 
arrangements, alignment of interest and manager and 
staff incentives are set out in the remuneration report  
on pages 73 to 75. Responsible entity and adviser 
expenses reimbursed by MIG are set out on page 73.

1.	Responsible entity and adviser fees
MIIML, as responsible entity of MIT(I) and MIT(II), and 
MCFEL as adviser of MIGIL, are entitled to be paid base 
management fees and also performance fees for 
discharging their management/advisory functions.

These fees are calculated in accordance with a defined 
formula under the trust constitutions and the advisory 
deed. The fee arrangements were fully disclosed to 
investors on fund inception and subsequent restructure 
and continue to be disclosed on the MIG website and 
in annual reports so that investors originally invested 
and continue to invest on this basis. The structure and 
level of the fee arrangements are consistent with those 
paid in the market in respect of similar externally 
managed vehicles and are not subject to review.

Any changes to the fee provisions which would have 
the effect of increasing the fees would need to be 
approved by investors.
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2.	Reimbursement of responsible entity and adviser 
expenses
MCFEL and MIIML are also entitled to be reimbursed for 
expenses incurred by them in relation to the proper 
performance of their duties, out of the assets of MIG. 
This includes routine ongoing expenses such as the 
third party costs of acquiring businesses and managing 
them, as well as capital raising costs, registry, audit, 
insurance, compliance costs and other expenses as 
set out in the trust constitutions and advisory deed.

3.	Staff remuneration
MIIML and MCFEL make available employees, including 
senior executives, to discharge their obligations to the 
relevant MIG entity. These staff are employed by entities 
in Macquarie and made available through formalised 
resourcing arrangements with MIIML and MCFEL.  
Their remuneration is not a MIG expense. It is paid  
by Macquarie Capital. Instead MIG pays management  
fees to Macquarie for providing management and 
advisory services. These fees are MIG expenses and 
are disclosed on page 73. MIGIL does not have 
employees and relies on the MCFEL management  
staff under the advisory deed arrangements to 
implement operational decisions and carry out 
administrative functions. 

MIG holds its toll road businesses through interests in 
special purpose project vehicles. Most of these vehicles 
have their own internal management paid for at the 
business level. Where MIIML or MCFEL staff are 
required to serve as directors on the boards of these 
vehicles, or are seconded to them from time to time, 
any fees paid in respect of these arrangements are 
paid to MIG.

Senior MIIML and MCFEL executives may have some  
of or their entire performance bonus retentions 
notionally invested by Macquarie in MIG securities so 
that the amount varies as if they were actually invested 
in the securities. Executives may also receive MGL 
options as part of their remuneration package.

4. Director remuneration
MIIML independent and non-executive director fees  
are paid by MIIML in its personal corporate capacity. 
They are not paid by the trusts. 

In the case of the Macquarie Capital executive 
directors, remuneration earned in connection with  
their roles as MIIML or MIGIL directors, as the case  
may be, is paid by Macquarie Capital and not by  
MIIML or MIGIL. 

MIGIL non-executive director fees are paid by MIGIL. 
None of the MIIML or MIGIL directors is entitled to MIG 
options or securities or to retirement benefits as part of 
their remuneration package.

Senior Macquarie Capital executives who are MIG 
directors may have some of or all of their performance 
bonus retentions notionally invested by Macquarie in 
MIG securities so that the amount varies as if they were 
actually invested in the securities, and may also receive 
MGL options as part of their remuneration package.

5.	Remuneration committee
The boards of each of MIIML, as responsible entity of 
MIT(I) and MIT(II), and MIGIL do not consider it 
necessary or appropriate to constitute a remuneration 
committee. Given the payment of the management fee 
(and the fact that any change to the determination of 
that fee would require security holder approval) and 
MIIML’s and MIGIL’s lack of exposure to remuneration 
expenses, a remuneration committee is not justified.

What you can find on our website:

—The MIG remuneration report.

MIG is a triple stapled security. The units of Macquarie 
Infrastructure Trust (I) (MIT(I)), Macquarie Infrastructure 
Trust (II) (MIT(II)) and the shares of Macquarie 
Infrastructure Group International Limited are combined 
and trade as one stapled security on the ASX. Under 
Australian Accounting Standards stapled groups must 
identify one of the stapled entities as the accounting 
parent. MIG has identified MIT(II) for this purpose.

Stapled securities are efficient structures for entities  
that invest in long life physical assets like toll roads  
and property. The three entities that make up MIG  
are effectively investment vehicles (two Australian  
trusts and a Bermudan mutual fund company).  
The vehicles are managed or advised by Macquarie 
Group companies. 

The following comments may be useful when 
considering the concise financial report.

Accounting for toll road interests
At 30 June 2008 MIG holds a controlling interest in the 
M6 Toll in the UK and non-controlling interests in toll 
roads in Australia, Canada, Portugal, Germany, France 
and the US. There have been no changes in the asset 
portfolio during the year.

In the accounts that follow, all non-controlled MIG  
toll road investments are recorded at fair value in 
accordance with Australian Accounting Standard AASB 
139. Fair value accounting is used by most traditional 
unit trusts, life companies, general insurers and super 
funds because it is the best way to show changes in 
the value of their investments in any period. 

The use of fair value accounting sometimes produces 
large positive results in the income statement because 
the increases in asset values are recorded as profits. 
Conversely, there may be occasions where MIG reports 
losses as a result of asset write downs. 

Where MIG has a controlling interest (where MIG is able 
to dominate the major decisions made by an entity) in  
a toll road, it is required to consolidate the assets and 
liabilities and results of that toll road into the results of 
MIG. Aside from derivative instruments these assets 
and liabilities are recorded at historical cost (less any 
associated depreciation and amortisation), in 
accordance with the requirements of accounting 
standards, and are not revalued. Consequently, the 
accounts do not reflect the directors’ estimates of the 
fair value of these assets.

This combination of fair value and historical cost 
accounting means that care is needed when 
interpreting MIG’s financial statements. Certainly, most 
commentators believe that investors should place less 
weight on the magnitude of MIG’s accounting profit 
than they would for a typical industrial company. 
Instead, more emphasis is given to the change in  
Net Asset Backing (NAB) per security and to MIG’s 
operating cash flows.

MIG’s quarterly management information report (MIR) 
provides information on the NAB per security together 
with the proportionally consolidated results of  
MIG’s operations and other relevant information.  
The MIR is available from the MIG website at  
http://www.macquarie.com/mig-financials

Net Asset Backing per security
The change in MIG’s NAB per security before deferred 
tax shows the increase (or decrease) in the directors’ 
valuation of each MIG security listed on the ASX.

It is a reflection of how much additional wealth has 
been created (or potentially lost) for security holders 
during the period. It is an indication of how successful 
the manager has been at acquiring, managing and, in 
some cases, disposing of MIG’s assets. It also reflects 
changes in macroeconomic variables. 

Indebtedness
Each of the toll roads in which MIG has an interest is 
set up as a separate legal entity in which MIG is simply 
a shareholder. The debt borrowed by these separate 
legal entities is limited-recourse debt, i.e. project 
finance, where MIG provides no guarantees to the 
lenders other than, in some cases, guarantees in 
relation to its equity contributions. The lenders only 
have recourse to the cash flows of that project.

Under Australian Accounting Standards MIG 
consolidates only the debt liabilities of interests which it 
controls, so the balance sheet at 30 June 2008 includes 
only the debt at the M6 Toll. MIG discloses the levels of 
debt at all its assets on a proportionally consolidated 
basis in the MIR.

Guide to the MIG accountsCorporate governance statement
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MIG’s valuation models estimate the future cash flows 
that are expected to be generated by an asset and 
made available to MIG (through dividends, loan 
repayments, etc.), and discount these cash flows back 
to their present value at balance date. The valuation 
derived from the DCF analysis is periodically 
benchmarked to other sources such as recent market 
transactions, to ensure that the DCF valuation is 
providing a reliable estimate.

Valuation model inputs
There are a large number of variables which are used 
as inputs into the valuation models for MIG’s toll road 
assets in Australian dollars. These include:

—Revenue and expenses
The value of a toll road asset is sensitive to the 
expectations of future traffic and toll levels, as well  
as operating and capital expenditure associated with 
those traffic levels.

MIG employs specialist traffic forecasting experts  
to provide a view on the most likely level of traffic to 
use the road having regard to a wide range of factors 
including the development of the surrounding road 
network, economic growth in the traffic corridor and 
people’s willingness to pay specific toll levels based  
on the perceived benefits they gain from using the  
toll road.

Operating and capital expenditure estimates are 
dependent on forecast traffic levels and long-term 
plans for the asset. For example, traffic on a toll road 
may be so congested that extra lanes may need to be 
built. The operating and capital expenditure estimates 
are developed by the management of each toll road  
in consultation with appropriate third party experts.

The performance of MIG’s toll road investments is best 
illustrated by the cash flows generated by the assets. 
MIG revalues the assets it has invested in every six 
months and publishes these valuations together with 
an associated NAB. 

Why MIG revalues its assets
Under Australian Accounting Standards the valuations 
of MIG’s non-controlled assets are reflected in the MIG 
accounts, while MIG’s controlled assets, aside from 
derivative instruments, are carried at historical cost  
(less any associated depreciation and amortisation). 

How MIG revalues its assets
As toll roads are cash-generating assets, the usual  
way to determine the value of a road is to express  
in today’s terms the cash the toll road is expected to 
generate over the life of the concession (the period 
over which the right to levy tolls is given). This is called 
the ‘present value’ of the cash flows. A dollar today is 
worth more than a dollar in the future, for a number of 
reasons including:

—A dollar today can be invested and earn interest
—The purchasing power of a dollar in the future may be 

less than a dollar today because of price increases due 
to inflation

—A dollar today is certain whereas there may be a risk 
that a dollar expected in the future will not be received.

The process used to express expected dollar receipts 
in the future into a present value equivalent is called

‘discounting’ and the models used to perform this 
calculation are called discounted cash flow (DCF) 
models. These models apply a ‘discount rate’ to the 
expected cash flows: this rate determines how much 
less a future dollar is worth than a dollar today, in other 
words how many cents in today’s terms each future 
dollar is worth. The higher the discount rate, the lower 
the present value of a dollar receivable in the future. 
MIG generally uses DCF analyses to value its unlisted 
and illiquid listed investments. This approach is 
consistent with other market participants.

—Cost of debt
Debt service (interest and principal payments) is 
another important input into MIG's toll road asset 
valuations, and depends on both existing financing 
arrangements and any assumed future arrangements. 

—Risk free interest rate
MIG uses the 10-year government bond rate, or its 
equivalent, as a proxy for the risk free interest rate in 
the country in which the toll road is located. A risk 
premium is then added to this risk free rate in order  
to derive the final discount rate, which becomes the 
basis for discounting future cash flows. All other  
factors being unchanged, if bond rates increase,  
a corresponding decrease is likely to be seen in the 
valuations of MIG’s assets.

The risk premiums applied to the DCF forecasts  
for MIG’s non-controlled assets are disclosed on  
page 65.

—Inflation rates
Many of the toll regimes at MIG’s assets are varied 
having regard to local inflation rates. Higher levels of 
forecast inflation will lead to higher forecasts of toll 
revenue, and conversely for lower inflation levels. Given 
that expenditure on MIG’s assets is generally less 
sensitive than revenue to changes in inflation, changes  
in inflation assumptions will change the valuation of an 
asset. In general, higher inflation assumptions result in 
a higher valuation for an asset.

Often, increases in long-term interest rates are 
associated with increasing inflation. In this scenario,  
the higher interest rates will tend to reduce an asset’s 
valuation while the increase in inflation will act to 
increase the value.

—Exchange rates
Currently, 91% of MIG’s portfolio is represented by  
toll road assets outside Australia. MIG’s policy is not  
to hedge the translation of the valuations of these toll 
roads back to Australian dollars, however forward 
commitments in foreign currencies are hedged. 
Increases in the value of the Australian dollar relative  
to currencies of the countries where MIG assets are 
located will lead to a reduction in valuation and the 
converse will be true for decreases in the  
Australian dollar. 

To ensure the objectivity of the valuation process, MIG 
uses independent sources where possible in projecting 
these cash flow components. These forecasts are 
updated at regular intervals and whenever there are 
significant changes to an asset (e.g. the opening of a 
new adjoining motorway). Macroeconomic 
assumptions are adjusted every six months in order  
to reflect current values. 

Sensitivity of MIG’s valuations
As outlined above, MIG’s valuations are sensitive to 
movements in a number of variable inputs. Details of 
the impact of movements in various inputs on MIG’s 
portfolio of non-controlled assets are included on  
page 65.
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