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In accordance with the ASX Listing Rules, the following documents are transmitted for
lodgement:

1. Media Release;

2. Preliminary Final Report and Dividend Announcement (Appendix 4E) for the year
ended 30 June 2006; and

3. Directors’ Report and Financial Réport for the year ended 30 June 2006.

Please note that the Directors have declared a final dividend of 45 cents per share fully
franked at the company tax rate of 30% to be paid on 9 October 2006.

The record date for the purpose of entitlement to the final dividend will be 4 September 2005.
Registrable transfers received at the office of the company’s share registrar, Link Market
Services, Level 4, 333 Collins Street, Melbourne, Victoria, 3000, by 4 September 2006 up to
the times specified in the Listing Rules and ASTC Settlement Rules will be registered before
entitlements to the final dividend are determined.

The Directors decided to continue the operation of the Company's Dividend Reinvestment
Plan (DRP) for the final dividend. Information regarding the DRP can be found on the
company’s website at www.tabcorp.com.au.

The Directors have resolved to convene the Annual General Meeting of the Company to be
held at the Grand Waldorf Baliroom, Carlton Crest Hotel, 65 Queens Road, Melbourne, at
10.00am on Monday 27 November 2006. For the purpose of voting at the Annual General
Meeting or adjourned meeting, shares will be taken to be held by those persons recorded in
the Company’s register of members at 10.00am on Saturday 25 November 2006.

Kerry Willcock
Executive General Manager — Corporate and Legal
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Tabcorp announces solid financial results for the 2006 year

Tabcorp Holdings Limited recorded a 7.0% increase in net profit after tax (excluding
losses from non-recurring items of $3.9 million) to $547.3 million for the full year to 30
June 2006.

Normalised net profit after tax before non-recurring items was up 4.0% to $535.8 million.
Earnings per share before non-recurring items increased 5.3% on the prior
corresponding period to 104.3 cents and, on a normalised basis, up 2.4% to 102.1 cents.

Tabcorp Chairman Michael Robinson announced a final dividend of 45 cents per share,
taking the full year dividend to 89 cents per share, up 8 cents or 9.9% on the previous full
year dividend. He said the increase in the full year dividend reflected the Board's
confidence in the businesses and the resilient nature of the Tabcorp group. The dividend
will be fully franked and payable on 9 October 2006 to shareholders registered on the
books at 4 September 2006.

Managing Director and Chief Executive Officer Matthew Slatter said: “Despite a tough
and challenging year, Tabcorp has delivered a credible result demonstrating the robust
nature of the business and the value of diversification.”

He said the result was a reflection of the great contribution made by everyone across the
organisation. “We have a great team of people at Tabcorp and everyone in the team has
contributed to achieving these results in a challenging year.”

Mr Slatter said the company had benefited from tight cost control and synergies across
the businesses which helped to deliver the 7.0% increase in net profit after tax (before
non-recurring items) for the year. He said underlying EBIT growth for the company was
3.4% and would have been 5.1% if the gaming machine levy in Victoria had not been
doubled.

“This demonstrates that even with *head winds’ from the increased gaming machine levy,
the negative impact in our wagering business due to the split-picture and smoking bans
and refurbishments impacting the Casinos Division, the underlying performance of the
business has been solid.

“Tabcorp is financially strong and in a great position to build on our diversified portfolio of
gambling entertainment businesses to create further value for shareholders.

“We have some fantastic expertise in our core businesses of gaming, casinos, wagering
and media that will be applied to growing customer relationships in Australia and
selectively expanding into international markets,” Mr Slatter said.

In the Casinos Division, growth in table games and hotel revenue and considerable focus
on the International Rebate Business achieved EBIT (before non-recurring items) of
$423.3 million, up 9.9%, despite smoking reforms and some disruption during the $53.5
million refurbishments at Conrad Jupiters on the Gold Coast.
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In the Wagering Division, the business achieved EBIT (before non-recurring items) of
$219.1 million, down 2.4%. One of the highlights of the year was the success of
sportsbetting and record turnover during the 2006 World Cup, with total sales of $97
million producing a 77% increase in sales compared to the 2002 World Cup. Tabcorp
was pleased that all races returned to Sky Channel, Australia’s national racing
broadcaster, and supported the further de’VeI_opment of ThoroughVisioN (TVN) as the
dedicated thoroughbred racing channel. “The'return of all races to Sky Channel has led
to a recovery in wagering turnover and we expect this to continue to build over the
coming months,” Mr Slatter said.

The Tab Limited integration is tracking well with the proposed systems integration
scheduled for September. Forecast annual synergies are still expected to be $34.9
million, despite delays with co-pooling and an increase in systems development costs. Mr
Slatter said: “The organisation and management structures that have been put in place
are working well and our focus is to drive domestic growth in the wagering markets and
pursue regulatory approvals to permit pooling between Victoria and New South Wales.”

in the Gaming and Network Games Division, the business achieved EBIT (before non-
recurring items) of $260.2 million, up 0.3% as a result of a 3.6% increase in net operating
revenue, despite the doubling of the gaming machine levy. The Gaming Division
continues to invest in the latest games and machines with 3632 new machines and
games being introduced to the Victorian gaming network.

The Media Division achieved EBIT (before non-recurring items) of $43.4, up 5.1%, by
reducing costs through operational efficiencies.

The Victorian and New South Wales racing industries received $503.4 million from
Tabcorp businesses, assisting the industry to operate outstanding events such as the
Spring Racing and Easter Carnivals. “Tabcorp’s financial support of the racing industry
ensures that Australia delivers some of the finest racing in the world,” Mr Slatter said.

In addition to the company’s growth and solid financial position, Mr Slatter said Tabcorp
was actively supporting local communities with a range of sponsorships for sporting
groups and community services, on top of the $84.2 million which the Tabcorp group
contributed to state community benefit funds in Victoria, New South Wales and
Queensland.

Mr Slatter praised the efforts of Tabcorp employees and management for the solid
performance during the year, and highlighted the continuing growth of both existing and
acquired businesses throughout the integration process. “Tabcorp is a diversified and
resilient gambling entertainment group and has produced solid results in difficult and
challenging conditions.”

Tabcorp outlook
Mr Slatter said the Tabcorp group had made a mixed start to the new financial year,
despite the strong sportsbetting revenues generated as a result of the successful World

Cup campaign and improving wagering turnover with the return of the consolidated
racing picture on Sky Channel.
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Revenue growth for the seven weeks to 19 August 2006 was up 5.6% on a normalised
basis after adjusting for below theoretical win rates in the International Rebate Business.
The"Wagering Division achieved 12.3% growth in revenue, reflecting the success of the
World Cup, while Gaming has had a slow start with revenue up 1.1% over last year.
Casino revenue is down 20.7% reflecting below theoretical win rates, however, achieved
3.2% revenue growth on a normalised basis.

He said Tabcorp was committed to reducing costs, accelerating growth and
strengthening its capability across its portfolio of businesses. “Tabcorp has sharpened its
focus on providing better customer service and exciting products as part of its domestic
growth strategy and is looking to target selected opportunities in international markets.”

For more information:

Financial analysts:  Matt Bekier, Chief Financial Officer, 03 9868 2195
Media: Bruce Tobin, GM Corporate Affairs, 03 9868 2508
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Tabcorp announces solid financial results for the 2006 year

Net profit after tax (before losses from non-recurring items of $3.9 million) — up
7.0% to $547.3 million on the previous year.

Final dividend 45 cents per share .fu|ly>f'r'a‘nk§d — up 4 cents.

Full year dividend 89 cents per share fully franked — up 8 cents.

Earnings per share (before noh;recu?rihg items) — up 5.3% to 104.3 cents.

Net operating revenue (beforé non-récurriﬁg items) $3778.6 million — up 2.1%.

Earnings before interest and taxation (EBIT) (before non recurring items) — up
3.4% to $939.7 million.

Normalising for theoretical win rates in the International Rebate Business in the
Casinos Division:

- Earnings per share (before non-recurring items) up 2.4% to 102.1 cents

- Net profit after tax (before non-recurring items) up 4.0% to $535.8 million

- EBIT (before non-recurring items) up 1.0% to $923.2million

- Casinos EBIT (before non-recurring items) up 4.3% to $406.8 million

Segment EBIT (before non-recurring items) results:

- Casinos — up 9.9% to $423.3 million

Gaming and Network Games — up 0.3% to $260.2 million

Wagering — down 2.4% to $219.1 million

Media — up 5.1% to $43.4 million

International — created as stand alone division and incurred $6.3 million loss

Revenue from sportsbetting grew 28.5% to $67.6 million, boosted by the $11.6
million in revenue from the World Cup in the 2006 financial year.

The Tab Limited systems integration is scheduled to be completed in September
2006 and the synergies target remains unchanged at $34.9 million.

Finalising the commercial pilot for the China Keno project and developing a plan
for the post pilot terminal rollout.

Resolved split picture issue and all races have returned to Sky Channel, resulting
in an increase in wagering turnover.

Taxes on gambling paid by Tabcorp businesses — up 2.8% to $1208 million.
Income generated for the Victorian and NSW racing industries — $503.4 million.

The Tabcorp group contributed $84.2 million to state community benefit funds in
Australia.
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Actual 12 .

months to Change 1';‘::‘?:::::’0 Change

30 June on pcp 1 on pcp

2006 30 June 2006
Net profit after tax ($m) .
- Before non recurring items 547.3 7.0% 535.8 4.0%
Earnings per share (cents) )
- Before non recurring items 104.3 5.3% 102.1 2.4%
Dividends per share (cents)? 89 9.9% 89 9.9%
ROE before non-recurring items % 16.2% 0.4% 15.8% 0.0
Notes:
1. Normalised results exclude the impact of above theoretical win rates in the IRB in the casinos
2. Fully franked
Actual 12 Actual

$m months to 12 months to Change

30 June 2006' 30 June 2005’
Net operating revenue
Casinos at theoretical 1311.6 1281.6 2.3%
Impact of above/(below) theoretical 18.6 (6.7) NA
Casinos 1330.1 12749 4.3%
Gaming & Network Games 1046.2 1010.1 3.6%
Wagering 1318.6 1319.8 (0.1%)
Media 113.6 127.4 (10.8%)
EBIT
Casinos at theoretical 406.8 390.0 4.3%
Impact of above/(below) theoretical 16.5 (5.0) : NA
Casinos 423.3 385.0 9.9%
Gaming & Network Games 260.2 259.4 0.3%
Wagering 219.1 224.4 (2.4)
Media 43.4 41.2 51%
International (6.3) (1.0) NA
Notes: '

1. Excludes non-recurring items

5 ‘ A ¢ e g 's
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Appendix 4E
Preliminary final report

Name of entity ABN Reference
[TABCORP HOLDINGS LIMITED 66 063 780 709 )
1. Reporting periods

financial year ended . financial year ended

(‘cutrent period’) ('previous corresponding period’)

[30 June 2006 | {30 June 2005

.. 2. Results for announcement to the market

. Previous corresponding o Amount
Current period ! % Change
$m period tncreasel(decrease) Increase/{decrease)
$m $m
Key Information
Revenues from ordinary activities 38348 38171 % 177
Profit from ordinary activities after tax attributable
to members 5434 4334 25% 110.0
Net profit (loss} for the period attributable to 5434 4334 25% 110.0
members
Dividends (distributions) Amount per Franked amount per
security security at 30% tax
Final dividend Record Date 4 September 2006 450¢ 450¢
Payable 9 October 2006
Interim dividend Paid 10 April 2006 440¢ 40¢
Supplementary comments

Refer to the Directors’ Report and audited Financial Report for the year ended 30 June 2006 for a brief explanation of the above figures.

This is the Group's first annual financial reporting period complying with the Austrafian equivalents to International Financial Reporting Standards
("AIFRS"). AASB 1 First-ime Adoption of Australian equivalents to international Financial Reporting Standards’ has been applied and the
comparatives for the year ended 30 June 2005 have been restated accordingly, except for the adoption of AASB 132 'Financial Instruments:
Disclosure and Presentation’ and AASB 139 ‘Financial instruments: Recognition and Measurement.

Refer io Note | of the audited Financial Repart for the year ended 30 June 2006 for further information regarding the Group's transition to AIFRS.

i 3. Statement of financial performance

Refer 1o the Income statement in the audited Financial Report for the year ended 30 June 200€.

4. Statement of financial position

Refer i the Balance sheet in the audited Financial Repori for the year ended 30 June 2006.

5. Statement of cash flows
Refer to the audited Financial Report for the year ended 30 June 2006,

Appendix 4E Page |
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6. Dividends

Date Amount per Franked amount Amount per Amount
paid/payahle security per security at security of $m
30% tax foreign source
dividend

Final dividend: Current year] 9 October 2006 450¢ 450¢ 0,00 ¢ 236.2

Previous year] 13 October 2005 410¢ 410¢ 000 ¢ 215.2

Interim dividend: ~ Current year} 10 April 2006 40¢ 440¢ 000¢ 231.0

Previous year| 13 April 2005 400¢ 400¢ 0.00¢ 208.2
Total dividend per share (interim plus final)

Current year Previous year
Ordinary shares 89.0¢ 81.0¢

7. Dividend reinvestment plans

The dividend reinvestment plan shown below is in operation.

The dividend reinvestment plan (DRP) commenced with the interim dividend paid in April 2004.

No brokerage, commission or other transaction costs will be payable by participants on shares acquired under the DRP.

The Board has determined that no discount is currently applicable to shares issued under the DRP,

Shares required to be issued to DRP participants will be acquired by Tabcorp on market over the ten business days beginning on the second
business day after the relevant dividend record date.

The last date for receipt of election notices for the
dividend reinvestment plan 4 September 2006

8. Statement of Retained Earnings
Refer to Note 20 of the audited Financial Report for the year ended 30 June 2006.

9. NTA backing

Current Previous
period corresponding
period
U Nettangibie SSSeTBACKING e Grainary SKAE (S} g
Net tangible asset backing per ordinary share including Licences {$) -0.47 -0.74

10. Controlled entities
Refer to Note 29 of the audited Financial Report for the year ended 30 June 2006,

Appendix 4E Page 2
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11. Associates and Joint Ventures
The economic entity Goes not operate a Joint Venture entity but rather a Joint Venture operation. Refer to Nete 1(d) and Note 28 of the
sudited Financial Report for the year ended 30 June 2008,

12. Other significant information

Refer to the Directors’ Report and audited Financiat Report for the year ended 30 June 2006.

13. Foreign entities
NIA

14. Commentary
14,1 Earnings per security
Refer 1o Note 6 of the audited Financial Report for the year ended 30 June 2006,
14.2 Retums to shareholders including distributions and buy backs
Refer to the audited Financial Report for the year ended 30 June 2006
Note 5 - Dividends
Note 20 - Capital and Reserves

14,3 -14.5 Significant features of operating performance
Refer fo the Directors’ Report and audited Financial Report for the year ended 30 June 2006 and the Media Release lodged with the
Australian Stock Exchange on 24 August 2008.

14.6 Other factors which have affected or likely to affect the results
Reder to the Direciors' Repori and audited Financial Report for the year ended 30 June 2006.
15. Compliance statement

This report should be read in conjunstion with the attached Direclors' Report and audited Financial Report for the year ended 30 June 2006.

Date: 24 Augusi 2006

Sign here:

Print name: KERRY WILLCOCK
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Company directory

Directors

Michael Robinson AO Chairman and Non executive Director

Matthew Slatter Managing Director and Chief Executive Officer
Anthony Hodgson Deputy Chairman and Non executive Director

Paula Dwyer Non executive Director

Philip Satre Non executive Director

John Story ’ Non executive Director

Zygmunt Switkowski Non executive Director (subject to regulatory approval)
Richard Warburton AO Non executive Director
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Link Market Services Limited

Level 4

333 Collins Street

Melbourne VIC 3000

Telephone: 1300 665 661 (local call cost within Australia)
www.linkmarketservices.com.au

Auditor
Emnst & Young

Corporate information

Tabcorp Holdings Limited (“the Company”) is a company limited by shares that is incorporated and domiciled in
Australia.

Stock exchange listings
The Company’s shares are quoted on the Australian Stock Exchange under the code “TAH".

In the United States of America, the Company's shares are traded in sponsored American Depositary Receipts
(ADR) form.

Annual and half year reports

The Company's annual reports and half year reports are distributed to shareholders with the final and interim
dividends respectively. Copies of these reports are available from the Company’s website at
www.tabcorp.com.au when published.
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Directors’ report Y Tabcorp
for the financial year ended 30 June 2006

Directors’ report

The Board of Directors of Tabcorp Holdings Limited (“the Company”) has pleasure in submitting its report and the
income statement of the Company and controlled entities (collectively referred to as “the Tabcorp Group”) in
respect of the financial year ended 30 June 2006, and the related balance sheet, statement of cash flows and
statement of recognised income and expenses.

1. Directors

The names and details of the Company’s Directors in office during the financial year and until the date of this
report (except as otherwise stated) are set out below.

Name Qualifications, experience;and special responsibilities
Michael Robinson AQ Chairman and Non executive Director since June 1994

Michael Robinson was a Partner of the law firm Allens Arthur Robinson until his
retirement on 31 December 2003. Mr Robinson remains a consultant to the firm. He
was the Senior Partner of Arthur Robinson and Hedderwicks from 1996 to 2001 and
was its Managing Partner from 1980 to 1988. Mr Robinson is a Trustee of the Epworth
Medical Foundation and a Director of the Asia Society AustralAsia Centre, the State
Orchestra of Victoria, Clough Limited and the General Sir John Monash Foundation.

He is Chairman of the Tabcorp Nomination Committee and is a member of the Tabcorp
Audit Committee, Remuneration Committee and the Risk and Compliance Committee.

Matthew Statter Managing Director and Chief Executive Officer since October 2002

Matthew Slatter commenced as Managing Director and Chief Executive Officer in
October 2002. Mr Siatter was previously Chief Financial Officer and Director of AXA
Asia Pacific Holdings Limited and has over 20 years' experience in the financial services
industry in Australia, New Zealand and the United Kingdom. Immediately prior to joining
AXA, he was Chief Executive of the Bank of Melbourne Limited, responsible for its
integration with Westpac Limited, and has held general management positions at
Westpac Limited, Lloyds TSB and the National Bank of New Zealand Limited. Mr
Siatter is also Chairman of the Australian Gaming Council.

Anthony Hodgson Deputy Chairman and Non executive Director since June 1994

Tony Hodgson was the co-founder, and former Senior Partner, of the chartered
accounting firm Ferrier Hodgson. Mr Hodgson is a Director of Coles Myer Limited and
Collins Associates Limited. He is also a member of the Advisory Board at Visy
Industrial Packaging Holdings Limited and a member of the Advisory Council at

J P Morgan.

Mr Hodgson is Chairman of the Tabcorp Audit Committee and a member of the Tabcorp
Nomination Committee and the Risk and Compliance Committee.

Paula Dwyer Non executive Director since August 2005

Paula Dwyer is a Director of Promina Group Limited, David Jones Limited, Babcock and
Brown Japan Property Management Limited, and Alpha Investment Management Pty
Ltd. In the not-for-profit sector, she is a Director of CCI Investment Management
Limited and the Vice President of the Baker Heart Research Institute. Ms Dwyer is a
former member of the Victorian Casino and Gaming Authority and of the Victorian
Gaming Commission from 1993-1995.

She is a member of the Tabcorp Audit Committee, Nomination Committee and the Risk
and Compliance Committee.

Tabcorp Holdings Limited and its controlled entities 2
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Name
Philip Satre

John Story

Zygmunt Switkowski

Richard Warburton AO

Lawrence Willett AO

Qualifications, experience and special responsibilities
Non executive Director since June 2000

Philip Satre was Chairman of Harrah's Entertainment, Inc., one of the world's largest
gambling companies, from January 1997 to December 2004. Mr Satre is a Director of
the National Centre for Responsible Gaming, Sierra Pacific Resources, Nordstrom Inc
and Rite Aid Corporation, and a member of the Board of Trustees of Stanford
University.

He is @ member of the Tabcorp Audit Committee and the Risk and Compliance
Committee. '

Non executive Director since January 2004

John Story was previously a Director of Jupiters Limited. He was a Partner of the law
firm Corrs Chambers Westgarth for 36 years, until his retirement in June 2006, having
practised in the areas of corporate and commercial law. He remains the non-executive
Chairman of the Board of that firm. Mr Story is also Chairman of Suncorp-Metway
Limited and a Director of CSR Limited. He is a Director of the Australian Institute of
Company Directors and is President of the Institute’s Queensland Council. Mr Story is
also a Member of the Senate of the University of Queensland and Commissioner of the
Service Delivery and Performance Commission (Queensland).

He is Chairman of the Tabcorp Risk and Compliance Committee and also a member of
the Tabcorp Audit Committee.

Will be appointed as a Non-Executive Director following regulatory approval

Dr Ziggy Switkowski was the Chief Executive Officer and Managing Director of Telstra
Corporation Limited from 1999 to mid 2005, and is a former Chief Executive Officer of
Optus Communications. Dr Switkowski worked for Kodak (Australasia) for 18 years,
serving as the Chaiman and Managing Director from 1992-1996. Dr Switkowski is a
Director of Suncorp-Metway Limited and Healthscope Limited, and is President of the
Board for the Australian Centre for the Moving Image (ACMI).

Non executive Director since June 2000

Richard Warburton was formerly Chairman of Star City Holdings Limited. He is currently
Chairman of Caltex Australia Limited, Tandou Limited and the Board of Taxation. Mr
Warburton is also a Director of Nufarm Limited and Citibank Pty Ltd. He is International
Chairman of the Commonwealth Study Conference, a Director of the Garvan Research
Foundation and an Honorary Trustee of the Committee for Economic Development of
Australia (CEDA).

He is Chairman of the Tabcorp Remuneration Committee and a member of the Tabcorp
Nomination Committee, Audit Committee and the Risk and Compliance Committee.

Non executive Director since January 2004

Lawrence Willett was previously Chairman of Jupiters Limited. He has wide experience
in business and industry as well as public administration. He is a past National
President of the Property Council of Australia and is a Director of ANZ Executors and
Trustee Company Limited, Commonwealth Club Limited and Sustainable Tourism
Holdings Limited. Mr Willett is also Chancellor of Charles Sturt University.

He is a member of the Tabcorp Remuneration Committee, Audit Committee and the
Risk and Compliance Committee.

Tabcorp Holdings Limited and its controlled entities 3
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Name Qualifications, experience and special responsibilities
Warren Wilson Non executive Director from June 1994 to November 2005

Warren Wilson held senior posts at the South Australian and Tasmanian Totalizator
Agency Boards from 1967 until he joined the Royal Hong Kong Jockey Club in 1978,
where he became the Executive Director responsible for all betting and lottery activity in
1980. He retired from the Club in January 1994. Mr Wilson is a Partner in the Pier Hotel
at Glenelg and the Royal Hotel at Kent Town, both in South Australia.

Mr Wilson was Chairman of the Tabcorp Risk and Compliance Committee until his
retirement as a Director of the company.

2. Changes to the Board’s composition

Paula Dwyer

Ms Dwyer became a non executive Director on 30 August 2005 following the receipt of all necessary regulatory
approvals. :

Warren Wilson

Mr Wilson retired as a non executive Director on 28 November 2005 at the conclusion of the Company’s Annual
General Meeting.

Zygmunt Switkowski

On 19 December 2005, the Company announced the appointment of Dr Switkowski as an additional non
executive Director. Dr Switkowski's appointment is subject to receiving all necessary regulatory approvais, which
are proceeding in the usual manner.

Other Directors

All other Directors held their position as a Director throughout the entire year and continue to hold that position at
the date of this report.

3. Changes to the composition of Board Committees

Following Mr Wilson’s retirement in November 2005, Mr Story was appointed as Chairman of the Risk and
Compliance Committee.

The Board reviewed the Board Committee structures during the year and determined that the Compliance
Committee’s role and responsibilities be extended to include risk oversight from January 2006. The Compliance
Committee then became known as the Risk and Compliance Committee.

The Board also determined that as from January 2006 all non executive Directors will be members of both the
Audit Committee and the Risk and Compliance Committee, in addition to membership of other Board Committees
as appointed. The size and complexity of Tabcorp's business has expanded significantly over recent years, and
Tabcorp is increasing its focus on compliance, risk and audit responsibilities. In response to the increased
governance and oversight obligations, and greater workloads of Directors, the membership on these Board
Committees has been strengthened, which reflects similar board committee structures in other large Australian
companies.
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4. Directorships of other listed companies

The following table shows for each Director all directorships of other companies that were listed on the Australian

Stock Exchange (ASX) or other financial markets operating in Australia, other than the Company, since 1 July
2003, and the period for which each directorship has been held.

Director

Listed company

Period directorship held

Michael Robinson

» Clough Limited
« Tab Limited”

¢ January 2002 to present
» July 2004 to September 2004

Matthew Slatter

« Jupiters Limited®
* Tab Limited”

+ November 2003 to present
¢ July 2004 to present

Anthony Hodgson

¢ Coles Myer Limited

» July 2003 to present

e David Jones Limited
« Nufarm Limited

« Southcorp Limited

e Tandou Limited

e Tab Limited” « July 2004 to October 2004
Paula Dwyer « David Jones Limited « November 2003 to present

¢ Promina Group Limited » February 2003 to present

« Babcock & Brown Japan Property Trust™ « February 2005 to present
Philip Satre None '
John Story « Advanced Magnesium Limited * November 2001 to May 2005

e CSR Limited * April 2003 to present

« Jupiters Limited™ o April 1991 to November 2003

¢ Suncorp-Metway Limited » January 1995 to present
Zygmunt Switkowski®™’ | ¢ Healthscope Limited e January 2006 to present

* Suncorp-Metway Limited o September 2005 to present

¢ Telstra Corporation Limited ¢ March 1999 to June 2005
Richard Warburton ¢ Caltex Australia Limited o July 1999 to present

* October 1995 to July 2003
¢ October 1993 to present

e June 1993 to October 2003
* April 2004 to present

Lawrence Willett

« Jupiters Limited™

o April 1988 to November 2003

Warren V. Wilson

None

0 Tabcorp gained management control of Tab Limited in July 2004 pursuant to a takeover offer. Tab Limited
was removed from the official list of the ASX in August 2004 following Tabcorp’s acquisition of all its shares.
Matthew Siatter continues to be a Director of this company.

@ john Story and Lawrence Willett were Directors of Jupiters Limited, which was listed on the ASX until
December 2003, when it was removed following Tabcorp’s acquisition of all its shares. Matthew Slatter

continues to be a Director of Jupiters Limited.

@ paula Dwyer is a Director of Babcock & Brown Japan Property Management Limited, which is the company
responsible for managing the Babcock & Brown Japan Property Trust.

(i) Zygmunt Switkowski’s appointment as a Director is subject to receiving all necessary regulatory approvals.
Dr Switkowski did not attend any meeting of Directors or Board Committees during the year.

5. Company Secretary

Kerry Willcock joined Tabcorp in February 2005. She holds a Bachelor of Arts and a Bachelor of Laws, and is a
qualified mediator. She has extensive commercial, legal, litigation and government relations experience having
worked with Arthur Robinson and Hedderwicks, Clayton Utz and, most recently, the Australian Postal Corporation,
where she held the position of General Counsel.

6. Principal activities

The principal activities of the Tabcorp Group during the financial year comprised the provision of leisure and
entertainment services (particularly in relation to gambling and hospitality). The Tabcorp Group's principal
activities remain unchanged from the previous year, except as disclosed elsewhere in this report.
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7. Financial results

Consolidated profit after income tax of the Tabcorp Group for the financial year was $542.6 million, which was
24.6% above the previous financial year.

The Tabcorp Group generated profit before interest, taxation and impairments of $920.0 million, which was 2.2%
above the previous financial year.

The Tabcorp Group generated operating revenue of $3,776.9 million, which was 0.4% above the operating
revenue achieved in the previous financial year.

8. Earnings per share
Basic earnings per share for the period were 103.6 cents, up 23.5% on the previous financial year.
Diluted earnings per share for the period were 103.4 cents, up 23.5% on the previous financial year.

Earnings per share is disclosed in note 6 of the financial statements.

9. Dividends

A final dividend of 45 cents per ordinary share has been declared, an increase of four cents on the previous final
dividend and one cent above the previous interim dividend. The dividend will be fully franked and payable on
9 October 2006 to shareholders registered on the books at 4 September 2006.

The following dividends (including any special dividends) have been paid, declared or recommended since the
end of the preceding financial year by the Company:

$m
Final 2006
Final fully franked dividend for 2006 of 45 cents per share on ordinary shares as declared by the 236.2
Directors on 24 August 2006 with a record date of 4 September 2006 and payable on
9 October 2006.
Interim 2006
231.0

interim fully franked dividend for 2006 of 44 cents per share on ordinary shares as declared by the
Directors on 23 February 2006 with a record date of 6 March 2006 and payable on 10 April 2006.

Final 2005

Final fully franked dividend for 2005 of 41 cents per share on ordinary shares as declared by the 2152
Directors on 30 August 2005 with a record date of 8 September 2005 and payable on
13 October 2005.

Further information regarding dividends may be found in note 5 of the financial statements.
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10. Review of operations
Tabcorp has five principal operating divisions, being:
e Casinos;
e Gaming and network games;
s Wagering;
e Media; and
e International.
The activities and results for these divisions are discussed below.
Tabcorp also has a number of shared séwices divisions, which support these operating divisions, beinQ:
e Technical Services;
¢ Human Resources;
e Strategy and Development;
* Finance; and
s Corporate and Legal.

Project Align

In January 2006, Tabcorp commenced a strategic review to plan the next phase of its growth, following previous
acquisitions. ‘Project Align’ focused on optimising the cost and revenue base from the assets and businesses
acquired over the last seven years together with the Tabcorp Group's existing core businesses. The project was
designed to assist in shaping Tabcorp’s customer acquisition, growth and retention strategies. As a result of the
project, the Tabcorp divisional structure was enhanced to take advantage of the realignment of key business
processes. On 1 July 2006, Tabcorp’s new divisional structure was implemented, which included the following key
changes:

¢ The previous operations from the Gaming and network games, Wagering and Media divisions were
merged together into a newly created division called Australian Business; and

e The International division becoming part of the Strategy and Development division.

The information presented below relates to the divisional structure that was in place throughout most of the
financial year.

Casinos division

The Tabcorp Group operates four hotel and casino properties, Star City in Sydney, Conrad Jupiters on the Gold
Coast, Conrad Treasury in Brisbane and Jupiters Townsville. In addition, the Tabcorp Group manages the Gold
Coast Convention and Exhibition Centre and has an interest in and manages the Townsville Entertainment and
Convention Centre.

The Casinos division achieved earnings before interest and income tax expense (EBIT) of $424.1 million, which
was 8.1% above the previous financial year. The division’s operating revenue increased by 4.1% to
$1,324.5 million.

Gaming and Network Games division

In Victoria, the Tabcorp Group owns and operates electronic gaming machines (EGMSs) in licensed hotels and
clubs under the Tabaret brand, as well as operating Club Keno games through a joint venture arrangement. In
addition, the Tabcorp Group also operates Keno in New South Wales and Queensland.

The Gaming and Network Games division achieved EBIT of $257.9 million, which was 1.5% below the previous
financial year. This result included an increase in the Victorian EGM levy expense of $7.5 million imposed by the
Victorian Government.

The division's operating revenue increased by 2.3% to $1,046.2 million.

The result for this financial year and comparisons to the prior financial year have been restated to exclude the
contributions from Jupiters International, which was previously included in the division’s result, but for this financial
year forms part of the International division.

The previous financial year result included six month’s contribution from the Tabcorp Group’s Queensland gaming
machine monitoring business, which was sold on 31 December 2004,
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v Wagering division

The Tabcorp Group conducts wagering activities in a network of agencies, hotels and clubs throughout Victoria
and New South Wales, and provides on course totalizators at thoroughbred, hamess and greyhound metropolitan
and country race meetings. In addition, totalizator and fixed odds betting is offered on sporting events.

The Wagering Division achieved EBIT before impairments of $203.7 million, which was 2.6% above the previous
financial year. Impairments in the financial year were $66.4 million, comprising $59.7 million in relation to goodwill
and $6.7 million in relation to software. The division's operating revenue decreased by 0.2% to $1,316.9 million
with the split racing vision impacting wagering revenue on all three racing codes in both New South Wales and
Victoria.

Media division

The Tabcorp Group’s Media division incorporates specialist television and radio operations focused on the racing
industry and other sporting activities, which include: Sky Channel, the national commercial satellite racing
broadcaster; the Sky Radio Network, with 2KY in Sydney and narrowcast stations throughout New South Wales;
and other domestic and international services.

The Media division achieved EBIT of $30.0 million, which was 21.1% below the previous financial year. The
division’s operating revenue decreased by 11.6% to $82.6 million, mainly due to discounts to Sky Channel
subscribers following loss of broadcast rights to the Victorian and New South Wales metropolitan thoroughbred
racing. These discounts were offset by savings in rights fees previously paid to the Sydney and Victorian
thoroughbred clubs. '

International division

During the financial year, the Tabcorp Group established the International division to selectively develop markets
where it is able to leverage its capability in gambling entertainment to create profitable growth for the business and
value for shareholders.

The International division recorded a loss before interest and income tax expense of $10.9 million
(2005: loss of $1.3 million). The division’s operating revenue decreased by 8.2% to $6.7 million.

Two major projects for the division during the financial year were the development of Keno in China and the
Singapore Integrated Resort. The Tabcorp Group withdrew from the Singapore project in December 2005. These
projects are explained further in section 11 of this report.

11. Significant changes in the state of affairs

Takeover offer for UNiTAB Limited (UNiTAB)

On 1 June 2006, the Tabcorp Group announced a takeover offer for UNITAB, the Brisbane based wagering and
gaming company.

Conditions of the bid included that Tabcorp had to gain certain approvals from the Queensland Government and
the Australian Competition and Consumer Commission (ACCC) in order to proceed with the takeover. The
Queensland Government announced that it was willing to amend relevant legislation to allow the takeover if the
Tabcorp Group complied with specific conditions. Tabcorp was confident that the conditions would be satisfied.

On 2 August 2006, the ACCC announced that it had some compelition concerns relating to the takeover. The
Tabcorp Group offered court enforceable undertakings to address the issues raised by the ACCC. On 16 August
2006, the ACCC announced that it would oppose the proposed acquisition of UNITAB by Tabcorp. Consequently
on 17 August the Tabcorp Group announced that it would not continue with the proposed takeover.

The Tabcorp Group will continue to pursue new opportunities in international and domestic markets.

Keno in China

In June 2005 the Tabcorp Group entered into a joint venture arrangement with China LotSynergy Limited for the
purpose of providing systems and support services to the lottery market in the People’s Republic of China (PRC).
The Tabcorp Group has a 67% interest in the joint venture. In July 2005, the joint venture entered into a Technical
Cooperation Agreement (TCA) with Beijing Lottery Online Technology Co., Ltd. (CLO). Initial commercial
operations of Keno in the PRC commenced on 8 January 2006 with a pilot group of venues, which is continuing.
The TCA provides a framework for the joint venture to provide software, equipment (including terminals) and
technical services to CLO for a 10 year term from the commencement of initial commercial operations.
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Singapore Integrated Resort

On 9 December 2005, the Tabcorp Group withdrew its bid to develop an integrated Resort in Singapore. The
increased development costs, the risks, potential returns and timelines for the project meant that the decision to
withdraw was in the best interests of the Tabcorp Group and its shareholders.

Sky Channel and TVN arrangements

On 16 May 2008, the Tabcorp Group announced that an agreement had been entered into with media company
TharoughVisioN (TVN) to resolve a dispute regarding the broadcast rights to thoroughbred racing held by the
Australian Jockey Club, Sydney Turf Club, Victoria Racing Club, Melbourne Racing Club, Moonee Valley Racing
Club and Victorian Country Racing, which are all shareholders of TVN.

The agreement included both interim and long term arrangements. On 16 August 2006 the ACCC informed
Tabcorp and TVN that in its view the proposed long term arrangements between Sky Channel and TVN would be
likely to raise competition law concerns in the' market for the acquisition of thoroughbred racing broadcasting rights
during the term of the proposed long term arrangements. The long term arrangements are conditional on Sky
Channel and TVN obtaining any necessary approvals from the ACCC.

The ACCC noted that many of the arguments put forward by Sky Channel and TVN in their submission to the
ACCC seeking informal clearance appear to suggest that public benefits arise from the long term arrangements,
and that if the parties wish to put in place the proposed long term arrangements, they may wish to consider
seeking a formal authorisation from the ACCC for those arrangements. On 17 August 2006 TVN and Tabcorp
announced they will take all available steps to ensure that the racing picture continues to be available on both TV
channels in TAB agencies, pubs, clubs and on Pay TV, while they work through the structure for the long term
arrangements to address the ACCC'’s concerns.

Integration of Tab Limited

Throughout the financial year, the Tabcorp Group continued to integrate its existing businesses with those
acquired from the takeover of Tab Limited.

In May 2006, the New South Wales Pariiament passed the Totalizator Legislation Amendment (Inter-jurisdictional
Processing of Bets) Act 2006, which enables the Tab wagering businesses previously conducted independently in
New South Wales and Victoria to be integrated. The integration project aims to remove duplication, enables
customers to access new and exciting products, provides cost synergies, and delivers significant benefits to the
racing industries and State Governments.

On 23 December 2005, the New South Wales Government decided not to approve the merging of the New South
Wales and SuperTAB totalizator wagering pools, which the Tabcorp Group proposed as part of its acquisition of
Tab Limited in mid 2004. This decision means that the Tabcorp Group and the respective State Governments
and racing industries will not be able to benefit from an aggregate $17.1 million in forecast annual savings.

The Tabcorp Group previously reported that the synergies associated with the integration project would total

$40.2 million in the 2008 financial year, however it now anticipates, in the absence of pooling being approved, total
synergies will be reduced by $5.3 million to $34.9 million in the 2008 financial year. During the financial year
ended 30 June 2006, the Tabcorp Group achieved synergies of $4.9 million. The key operational issues and the
software development associated with the integration project are expected to be completed in September 2006.
The final deployment to the New South Wales TAB retail network will be placed on hold during the Spring Racing
Carnival, with full deployment expected to be completed in February 2007.

Victorian licence renewal

On 4 January 2006, the Victorian Government announced the start of its review of the Victorian gaming, wagering
and Club Keno licences, which in their current form expire in 2012.

On 2 March, the Victorian Government released four issues papers on the post-2012 licencing arrangements for
electronic gaming machines, wagering, Club Keno and the future funding of the racing industry. Interested parties
were invited to make submissions on these issues.

The Tabcorp Group made substantive submissions on each of these issues. The Tabcorp Group’s submissions
focussed on:

- A continuous commitment to the responsible service of gambling;
- Maintaining the highest levels of probity and transparency for gambling operators; and
- Ensuring the proceeds of gambling are distributed appropriately.

The Government will undertake community consultations during 2006 and the Minister for Gaming and Racing has
said an announcement on the future licence structures will be made in 2007. This will be followed by a licence-
awarding process.
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Tabcorp remains focussed on renewing its gaming, wagering and Club Keno licences and looks forward to the
outcome of the Government’s review.

Radio 2KY sharing broadcasts with Sport 927

On 13 January 2006, the Tabcorp Group announced that its Sydney based radio station 2KY will share race
broadcasts with Sport 927 in Melbourne. This partnership, which came into effect in the first half of calendar
2006, will ensure listeners in both New South Wales and Victoria can hear all the racing action from both states.

Townsville cruise ship terminal project

On 13 September 2005, the Tabcorp Group announced the development of a unique seafront lifestyle precinct
surrounding its Jupiters Townsville Hotel and Casino. This followed the Queensland Government's approval ofa
joint venture proposal with Consolidated Properties Group. The development will include the construction of a
major cruise ship terminal that is expected to cater for up to 40,000 visitors and tourists each year, as well as a
world class marina and residential development. The Tabcorp Group will provide the land component for the joint
venture. On 7 February 2006, the Tabcorp Group announced that the development agreement had been agreed
with the Queensland Government. S

Other significant changes in the state of affairs

There were no significant changes in the state of affairs. of the Tabcorp Group that occurred during the financial
year other than as set out in this Directors’ report.

12. Business strategies

Tabcorp is Australia’s premier gambling and entertainment group and aspires to be one of the top gambling and
entertainment groups in the world. To achieve this aspiration, Tabcorp’s strategic focus is on both organic and
inorganic growth opportunities. Tabcorp continued with these business strategies throughout the financial year.

Organic growth
Tabcorp seeks to drive growth in its existing businesses through a focus on:
e increasing our understanding and knowledge of customers;
¢ developing a customer-centric organisation and culture;
s developing products and services that are relevant and compeliing for the customer;
e increasing its share of the gambling and entertainment market;
e disciplined investment in people, products and processes;
* operational excellence in delivery;
e expanding its core capabilities and expertise;
e leveraging its scale and diversity;
e growing faster and more cost efficiently than its peers; and
e maintaining consistency with its culture.
Inorganic growth

Tabcorp seeks to explore and implement both domestic and international merger and acquisition opportunities
that:

¢ enhance shareholder value;

o are within Tabcorp’s core competencies of gambling, entertainment and hospitality;

e enable Tabcorp to export its core capabilities and replicate its base business mode!; and
e focus on a few priority markets that give Tabcorp an international presence.

In the first half of calendar 2006 the Tabcorp Group undertook a strategic review, called Project Align, to realign
and optimise the Tabcorp Group’s businesses following previous acquisitions, and plan for the next phase of
growth. Further details about this project are disclosed in section 10 of this report.
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13. Significant events after the end of the financial year

No matters or circumstances have arisen since the end of the financial year which are not otherwise dealt with in
this report or in the Financial Statements, that have significantly affected or may significantly affect the operations
of the Tabcorp Group, the results of those operations or the state of affairs of the Tabcorp Group in subsequent
financial years.

14. Likely developments and expected results
The Tabcorp Group will continue with the strategies in the year under review, as set out in this report.

The Directors have excluded from this report any further information on the likely developments in the operations

of the Tabcorp Group and the expected results of those operations in future financial years, as the Directors have
reasonable grounds to believe that to include such information will be likely to result in unreasonable prejudice to

the Tabcorp Group.

15. Auditor

The Tabcorp Group’s external auditor is Ernst & Young. A co-sourced intemal audit function has been developed
and implemented which is resourced jointly between the Tabcorp Group and KPMG. More information relating to
the audit functions can be found in the Corporate Governance statement of the Concise Annual Report when
published.

16. Directors’ interests in contracts

Some Directors of the Company, or their Director related entities, conduct transactions with entities within the
Tabcorp Group that occur within a normal employee, customer or supplier relationship on terms and conditions no
more favourable than those with which it is reasonable to expect the entity would have adopted if dealing with the
Director or Director-related entity at arm's length in similar circumstances. These transactions are described in
further detail in note 27 of the financial statements.

17. Environmental regulation and performance

The Tabcorp Group’s environmental obligations and waste discharge quotas are regulated under both state and
federal law. The Tabcorp Group has a record of complying with, and in most cases exceeding, its environment
performance obligations.

No environmental breaches have been notified to the Tabcorp Group by any government agency.

The environmental performance obligations for the Casinos division are overseen by an Executive Environmental
Committee and are subject from time to time to government review.

Each hotel and casino property has environmental management plans and procedures representing best practice
standards, which assist in maintaining high levels of environmental regulation and performance.

18. Risk management

The Tabcorp Group has a structured and proactive approach to understanding and managing risk. The key focus
of the risk management approach is to align strategy, processes, people, technology and knowledge with
evaluating and managing the uncertainties and opportunities faced by the Tabcorp Group. Overviews of the
Tabcorp Group’s risk management processes and internal control framework are disclosed in the Corporate
Governance statement of the Concise Annual Report when published.
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19. Directors’ interests

At the date of this report (except as otherwise stated) the relevant interests of the Directors in the shares, options
or other instruments of the Company, as notified by the Directors to the Australian Stock Exchange in accordance
with Section 205G(1) of the Corporations Act 2001, are:

Performance Share Deferred
Name Ordinary Shares Options Options Rights Shares
Michael Robinson 45,565 - - - -
Matthew Slatter 2,000,000” 1,000,0007 978,122 44,363™  71,130™
Anthony Hodgson 100,105 ' - - - -
Paula Dwyer"” 10,000 L. - - .
Philip Satre 8,000 . - - .
John Story 13,149 ' ; i ] ]
Richard Warburton 23,456 - - - -
Laurence Willett 2,904 - - - -
Warren Wilson®” 50,000 - - - -

@ Upon commencement of employment Matthew Slatier was provided with a loan to acquire 500,000 ordinary shares on
the terms and conditions set out in the rules of the Tabcorp Senior Executive Long Term Incentive Plan. In addition,
Matthew Slatter was provided with 1,500,000 options upon commencement of employment as recognition for forfeiting
option entitlements from a previous employer. Matthew Siatter has exercised all of these options into 1,500,000
ordinary shares.

®  Upon commencement of employment Matthew Satter was issued 1,000,000 options, which vest only if certain annual
and cumulative benchmarks are achieved.

@ On 7 September 2005, Matthew Slatter was issued 318,080 performance options and 14,420 share rights pursuant to
the company's Long Term Performance Plan. Prior to the commencement of the financial year ended 30 June 2006 he
held 660,042 performance options and 29,943 share rights.

™ During the financial year Matthew Slatter was issued 30,690 ordinary shares pursuant to the Company's Deferred Share
Plan. Prior to the commencement of the financial year ended 30 June 2006 he held 40,440 deferred shares.

™  Became a non executive Director on 30 August 2005, following the receipt of all necessary regulatory approvals.

™) Retired as a non executive Director on 28 November 2005 at the conclusion of the Company's Annual General Meeting.
The number of ordinary shares relates to Warren Wilson's interests in ordinary shares at the time of his retirement.

Zygmunt Switkowski's appointment as a Director is subject to receiving all necessary regulatory approvals. His
relevant interests in Tabcorp securities will be disclosed to the ASX following his appointment as a Director.

Non executive Directors have interests in the Company’s ordinary shares, which are held directly, uniess
otherwise stated as follows:

e  Michael Robinson has an indirect interest in 35,000 ordinary shares held by Sandhurst Trustees Limited
on behalf of Allens Arthur Robinson Partners Superannuation Fund Pty Ltd.

» Anthony Hodgson has an indirect interest in 99,000 ordinary shares held by Jaladah Pty Ltd as trustee of
a superannuation fund of which Mr Hodgson is a beneficiary.

«  Philip Satre has an indirect interest in 4,000 ordinary shares held by trustees of the Satre Family
Revocable Trust in the United States of America.

e John Story has an indirect interest in 10,015 ordinary shares held by Storfield Pty Ltd as trustee for the
Story Superannuation Fund.

o  Richard Warburton has an indirect interest in 23,456 ordinary shares held by Teampass Pty Ltd, a family
trust.

o Paula Dwyer has an indirect interest in 10,000 ordinary shares held by Roble Pty Ltd, as trustee for the
Happell Family Trust.
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20. Board and Committee meeting attendance

During the financial year ended 30 June 2006 the Company held 16 meetings of the Board of Directors, of which
nine were standard Board meetings. Seven Board meetings were held to discuss special business, including in
relation to the Tabcorp Group’s proposed bid for an integrated resort in Singapore and its takeover offer for
UNITAB.

The attendance of the Directors at meetings of the Board and its Committees during the year in review were:

Board of Audit Risk and Nomination Remuneration
Directors Committee" Compliance Committee Comnmittee
Committee'™

Name A B A B A B A B A B
Michael Robinson 16 16 3 3 2 2 1 1 6 6
Matthew Slatter™ 16 16 3 3 2 2 1 1 4 6
Anthony Hodgson 16 16 3 3 -1 1 1 1 - -
Paula Dwyer™ 12 14 2 2 1 1 1 1 - -
Philip Satre 14 16 0 1 0 1 - - - -
John Story 16 16 3 3 2 2 - - - -
Richard Warburton 12 16 1 1 0 1 1 1 6 6
Lawrence Willett 16 16 1 1 1 1 - - 5 6
Warren Wilson®" 5 6 - - 1 1 - - - -

A - Number of meetings attended
B — Maximum number of possible meetings available for attendance

0 Commencing January 2006, all non executive Directors that were previously not members of the Audit Committee
became members of that Committee. Refer to the section Changes to the composition of Board Committees on
page 4 of this report.

@ Commencing January 2006, the Compliance Committee’s role and responsibilities were extended to include risk
oversight and it became known as the Risk and Compliance Committee. At this time, all non executive Directors
that were previously not members of the Commitiee became members of the Committee. Refer to the section
Changes to the composition of Board Committees on page 4 of this report.

@ Attended meetings of Committees as stated above, but was not a member of the Committees and therefore was
not required to attend these meetings.

™ Became a non-executive Director on 30 August 2005 following the receipt of all necessary regulatory approvals.
In addition to the meetings above, Ms Dwyer attended one Board meeting and one Audit Committee meeting as
an observer only whilst awaiting regulatory approval. She was not required to attend these additional meetings
and could not vote on any matter at these meetings.

¥ Retired as a non executive Director on 28 November 2005 at the conclusion of the Company's Annual General
Meeting.

Zygmunt Switkowski's appointment as a Director is subject to receiving all necessary regulatory approvals. He did
not attend any meeting of Directors or Board Committees during the financial year ended 30 June 2006.

The details of the functions and memberships of the Committees of the Board are set out in the corporate
governance statement of the Company’s Concise Annual Report when published. The terms of reference for the
Committee are available from the Corporate Gavernance section of the company’s website at
www.tabcorp.com.au/about_governance.aspx.

21. Indemnification and insurance of Directors and officers

The Tabcorp Group has entered into insurance contracts, which indemnify Directors and Officers of the Tabcorp
Group against liabilities. In accordance with normal commercial practices, under the terms of the insurance
contracts, the nature of the liabilities insured against and the amount of premiums paid are confidential.
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22. Tax consolidation

Effective 1 July 2002, the Company and its 100% owned subsidiaries formed an income tax consolidation group
(the ITC Group). Members of the ITC Group entered into a tax sharing arrangement that provides for the
allocation of income tax liabilities between the ITC Group entities should the Company default on its tax payment
obligations. The ITC Group was joined by Jupiters Limited and its 100% controlled entities on 13 November 2003,
when 100% control was attained, and by the Tab Limited Group entities when 100% control was attained on

20 September 2004. Further details are available in note 4 of the financial statements.

23. Treasury

The Tabcorp Group has a treasury function responsible for managing the Tabcorp Group's finance facilities, and
interest rate, credit, liquidity and currency risks. The treasury function operates within policies set by the Board.
Management's actions are in fine with Tabcorp Group policies. "

Tabcorp enters into interest rate swaps and options, and cross currency swaps to hedge interest rate and foreign
exchange risk on debt.

24. Non-statutory audit services

Ernst & Young, the external auditor to the Company and the Tabcorp Group, provided non-statutory audit related
services to the Company during the financial year ended 30 June 2006. The Directors are satisfied that the
provision of non-statutory audit services during this period was compatible with the general standard of
independence for auditors imposed by the Corporations Act 2001. The nature and scope of each type of non-
statutory audit service provided means that auditor independence was not compromised. These statements are
made in accordance with advice provided by the Company's Board Audit Committee.

The Company’s Board Audit Committee reviews the activities of the independent external auditor and reviews the
auditor’'s performance on an annual basis. The Chairman of the Audit Committee must approve all non-statutory
audit related work to be undertaken by the auditor (if any). Further details relating to the Audit Committee and the
engagement of auditor's are available in the Corporate Governance statement contained in the Concise Annual
Report when published.

Ernst & Young, acting as the Company’s external auditor, received or are due to receive the following amounts in
relation to the provision of non-statutory audit services to the Company:

Description of services $’000
Regulatory 108
Other assurance services 305
Total of all non-statutory audit services 413

Amounts paid or payable by the Company for audit and non-statutory audit related services are disclosed in note
3 of the financial statements.

25. Corporate governance

The Directors of the Company support and adhere to the principles of corporate governance, recognising the
need for the highest standard of corporate behaviour and accountability. A review of the Company’s corporate
governance practices was undertaken during the year. As a result, new practices were adopted and existing
practices optimised to reflect industry best practice. The Company's corporate govemance statement is
contained in the Company’s Concise Annual Report when published, which is also available under the corporate
governance section of the Company's website.

26. Auditor’s independence declaration

Attached is a copy of the auditor's independence declaration provided under section 307C of the Corporations Act
2001 in relation to the review for the financial year ended 30 June 2006. This auditor's independence declaration
forms part of this Directors’ report.
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27. Rounding of amounts

Tabcorp Holdings Limited is a company of the kind specified in Australian Securities and Investments Commission
Class Order 98/0100. In accordance with that Class Order, amounts in the financial report and the Directors’
report have been rounded to the nearest hundred thousand dollars unless specifically stated to be otherwise.
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In relation to our audit of the financial report of Tabcorp Holdings Limited for the financial year ended
30 June 2006, to the best of my knowledge and belief, there have been no contraventions of the auditor
independence requirements of the Corporations Act 2001 or any applicable code of professional conduct.
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28. Remuneration report
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1. Remuneration philosophy

Tabcorp's reward strategy is directed to attracting, motivating and retaining quality people. The reward strategy
provides a reward platform encompassing fixed and variable reward, to drive short, medium and long term
incentives to support the organisation’s future direction and business strategy. The key principles in developing
and monitoring the reward structure are:

- Creation of shareholder value;
- Maintaining market competitiveness; and
- Measuring and rewarding individual and company performance.

Alignment with these principles is achieved through a variable pay structure, based on appropriate levels of
reward mix, both fixed and at risk, which is benchmarked against market best practice. Tabcorp aims to achieve
an optimal balance between these principles, in line with Tabcorp’s strategic intent and vision of being one of the
top three gambling and entertainment companies in the world.

2. Board Remuneration Committee

The Board Remuneration Committee is responsible for reviewing and making recommendations to the Board on
all aspects of remuneration policies for the Company including those governing the Directors, the Managing
Director and Chief Executive Officer, the Company Secretary, executives and senior managers.

The main responsibilities of the Board Remuneration Committee are:

- Establishing and maintaining appropriate remuneration policies and practices that apply to the Tabcorp
Group;

- Reviewing and recommending to the Board the remuneration of:
o the Chairman and non-executive Directors;
o the Managing Director and Chief Executive Officer;

o theterms and conditions of any incentive plans and approving the extent to which executives
may participate in these plans;

- Reviewing and approving remuneration of executives reporting to the Managing Director and Chief
Executive Officer; and

- Agreeing benchmarks against which annual salary reviews are evaluated.

The Terms of Reference of the Board Remuneration Committee are available under the Corporate Governance
section of Tabcorp's website at www.tabcorp.com.au.
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The Board Remuneration Committee reviews the Company’s remuneration policies, practices, and fees at least
annually. The Board Remuneration Committee receives independent advice to assist in exercising its
responsibilities, which during the year consisted of:

- Remuneration strategies;

- Reward mix and structure;

- Consultation on job roles, responsibilities and capabilities;
- Organisational structures; and '

- Optimal remuneration levels.

During the year Tabcorp received advice from a number of indepéndent consultants regarding best practice
remuneration practices, including Egan Associates, Hay Group and PricewaterhouseCoopers.

The advice provided by these consultants reflects industry best practice for organisations that are comparable to
Tabcorp in size, complexity and geographic spread, and where possible, in similar industries. Whilst this
information focuses predominantly on the Australian market, data is also obtained on a global basis where
appropriate. In determining remuneration policies and practices to apply to the Tabcorp Group, the Board
Remuneration Committee also considers Tabcorp’s strategic positioning as the most diversified entertainment and
gambling group in Australia and recognition of international opportunities with joint venture partners.

3. Non executive Director remuneration

The Board seeks to set aggregate remuneration levels that provide Tabcorp with the ability to attract and retain
highly competent Directors. The fees paid to non executive Directors reflect the demands on and responsibilities
of those Directors.

Non executive Directors receive a total remuneration package consisting of fixed base fees for being a Director
and additional fixed fees for Board Committee membership. The fees paid to the Chairman of the Board and to
the Chairman of most Board Committees are higher than the base fees for Directors and Board Committee
members in recognition of the added responsibilities and capabilities attributable to the role of Chairman. These
fees were determined by the Board Remuneration Committee having regard to independent advice and
remuneration for directors at other companies. These fees represent equitable remuneration levels
commensurate with the responsibilities, time commitments and obligations placed on non executive Directors.

Non executive Directors do not receive any incentive or performance based payments and are not eligible to
participate in any of Tabcorp’s incentive schemes. This policy aligns with the principle of non executive Directors’
independence, ensuring that they are acting independently of performance criteria.

Fees are inclusive of statutory superannuation. Australian superannuation legislation does not extend to Directors
who reside outside of Australia, so any such Director receives cash in lieu of statutory superannuation
contributions, which throughout the financial years ended 30 June 2005 and 30 June 2006 was applied at 9% of
full emoluments. Directors may elect to increase the proportion of cash remuneration taken as additional
superannuation contributions, to the extent permissible under legislation.

In recognition of market trends and prevailing shareholder expectations, the Board decided in 2003 that retirement
benefits for all non executive Directors would cease to accrue for services provided after 30 June 2003. At that
time Directors’ retirement allowances were quantified and paid into each Director’'s nominated complying
superannuation fund. Since 30 June 2003, Directors do not receive any retirement benefits other than statutory
superannuation.

Following a review of Board Committee structures during the financial year to 30 June 2006, the Board
determined that the Compliance Committee’s role and responsibilities be extended to include risk oversight and
therefore the Committee became known as the Risk and Compliance Committee. The Board also determined that
all non executive Directors will be members of the Audit Committee and the Risk and Compliance Commiittee, in
addition to membership of other Board Committees as appointed. The size and complexity of Tabcorp’s business
has expanded significantly over recent years, resulting in an increased focus on compliance, risk and audit
responsibilities. In response to the increased governance and oversight obligations, and greater workloads of
Directors, the membership on these Board Committees has been strengthenéd. This also reflects similar board
committee structures in other large Australian companies.
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The amount of annual aggregate remuneration for non executive Directors and the fee structure for Board
Committee membership are reviewed annually by the Board Remuneration Committee, which obtains external
independent professional advice on prevailing levels of remuneration and conditions at comparable companies.
At the Annual General Meeting held on 28 November 2005, shareholders approved an increase of $500,000 to
the maximum aggregate remuneration for all non executive Directors to a maximum sum of $2.0 million per
annum. The increase in the fee cap was in part to recognise additional Board Committee membership, and takes
into consideration the appointment of an additional non executive Director.

The following table outlines the fixed fees for non executive Directors and Board Committee membership with
effect from 1 January 2006, which were recommended by the Board Remuneration Committee following their
annual review, and adopted by the Board.

Figure 1: Non executive Director and Board Committee fixed annual fees effective from 1 January 2006

Board Committee Fees"”

Board Risk and
Fee® Audit Compliance Remuneration | Nomination
$ $ $ $ $
Chairman 352,500 | “v% B . .
R T 3 v ‘*W Ed

Deputy Chairman 160,000 e k
Director 130,000 | G o -
Chairman of Committee 1 50,000 25,000 25,000 7,500
Committee Member ! 4 15,000 15,000 10,000 7,500

(i)  The fees outlined above exclude contributions made under the Superannuation Guarantee (SG) legislation.

The fees in the table above incorporate a number of changes from the previously applicable non executive
Director annual fees which were effective from 1 January 2005, being:

- Chairman’s base fee increased $18,850 from $333,650;
- Base fee for individual Directors decreased $5,000 from $135,000; and

- Base fee for the Chairman of the Risk and Compliance Committee increased $5,000 from $20,000
(formerly the Compliance Committee).

The reasons for these changes are explained above.
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4. Managing Director and Chief Executive Officer and executive remuneration

The reporting in respect of the Managing Director and Chief Executive Officer and executive remuneration set out
in this section, and in section 6, relates to the year ended 30 June 2006. The report in section 8 in respect of
remuneration strategy changes relates to the year commencing 1 July 2006.

The Board requires that a written employment contract be entered into with the Managing Director and Chief
Executive Officer, and all other executives, including the Company Secretary. Details of employment contracts
are provided in section 7 of this report. All executives are employed by Tabcorp Holdings Limited.

The Total Annual Reward (TAR) for the Managing Director and Chief Executive Officer, the Company Secretary
and executives is comprised of a fixed component (Total Employment Cost (TEC)) and a variable component, the
weighting of which is determined on an annual basis.

The following diagram details the fixed and variable components of remuneration (assuming all performance
targets are met) for the Managing Director and Chief Executive Officer and the most senior levels of management,
including the Company Secretary.

Figure 2: Target reward composition of remuneration

Variable Remuneration ]

_lotal Employment Cost % Shon Term Incentive % | Lang Term Incentve %,
Cash 100% Parformance 3/
Options %

28.8 T
100 b 750

Management level

MD & CEO

CE/EGMs - Level 1

EGMs/MDs — Level 2

[0 [ %0
EGMs ~ Level 3 B 20.6 20.8
i 100 50 50

EGMs/MDs - Level 3

i 21 188 1 188
100 1501 50

- CE refers to Chief Executive, EGM refers to Executive General Manager, and MD refers to Managing Director.

—  The five Company and Tabcorp Group executives, other than the Managing Director and Chief Executive Officer
(MD & CEO), who received the highest remuneration for the year ended 30 June 2006 are Chief
Executives/Executive General Managers and Managing Directors.

The reward mix is reviewed and approved by the Board Remuneration Committee on an annual basis. A review
was undertaken in October 2005, at which time independent professional advice was obtained regarding
remuneration practices and market conditions.

As a result of the review, the reward mix for the Managing Director and Chief Executive Officer was altered to
enable a greater proportion of his remuneration to be at risk and subject to performance hurdles. Previously the
mix was 46.7% as Fixed Remuneration, with 26.7% delivered through Short Term Incentive and 26.7% delivered
through Long Term Incentive.

The review also took into account Tabcorp’s changing executive structure, which resulted in new appointments for
the positions of Chief Financial Officer, Chief Executive - Australian Business and Chief Executive - Casinos
during the year. The reward mix for the positions of CE/EGM — Level 1 and EGMs - Level 3 were introduced into
the model to provide added flexibility and structure which delivered increasing at risk rewards to executives with
greater responsibility. Sign on bonuses were also introduced to assist the recruitment of suitably qualified
executives and to compensate newly appointed executives for equity forfeited with previous employers. Further
details about these sign on bonuses are available in section 7 of this Remuneration Report.
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4.1 Fixed remuneration

All executives receive a fixed remuneration component, which is expressed as a total amount of salary and
superannuation, that may be taken in an agreed form. Executives may electto have a combination of benefits,
including superannuation, the provision of a motor vehicle through a novated lease arrangement, and car parking
which reduces the fixed component via salary sacrificing arrangements as approved by the Australian Taxation
Office.

Fixed annual remuneration includes the minimum superannuation contribution required by law and this amount is
paid into an approved superannuation fund. Senior managers may elect to salary sacrifice additional
superannuation contributions.

The level of fixed remuneration reflects the scope and responsibilities of the role and the level of knowledge, skills
and experience of the individual. It is typically referenced to the market median.

4.2 Variable remuneration

The Board views the at-risk (variable) or performance related component as an essential driver of Tabcorp’s
performance culture. The mix between fixed remuneration and at risk remuneration is designed to reflect market
conditions at each position and seniority level. For the Managing Director and Chief Executive Officer the split is
approximately 42.4% fixed and 57.6% at-risk, as shown in Figure 2. The split for the direct reports to the
Managing Director and Chief Executive Officer is 50% fixed and 50% at-risk. This remuneration model is provided
through a mix of short term and long term incentive arrangements, with a combination of cash, Deferred Shares,
Performance Options and Share Rights, which were approved by shareholders at the Company’s 2003 annual
general meeting.

4.2.1 Short Term Incentive (STI)

The annual short term incentive is provided through Tabcorp’s Short Term Performance Plan (STPP) which links
the achievement of individual, business unit, and Group financial and operational performance with the
remuneration delivered to the executive who is accountable for delivering on those targets. The total potential STI
available is such that the cost to Tabcorp is self funded on the achievement of performance above target.

The STPP parameters provide participants with the opportunity to elect to receive their incentive payment as
cash, superannuation or Deferred Shares.

4.2.1.1 Balanced Scorecard

The Balanced Scorecard (BSC) developed for each executive is the assessment tool used to evaluate the delivery
of variable reward. The BSC provides the link with the STPP, where individual performance is agreed against
specific objectives, measures and targets.

The performance of every Tabcorp employee is assessed at least annually against the achievement of certain
agreed Key Performance Objectives (KPOs) and individual competencies, values and behaviours brought to the
role, which are contained in the individual’s BSC. A quarterly review is also undertaken to monitor progress
towards achievement of the KPOs. These reviews are conducted by the individual's direct report, and in the case
of the Managing Director and Chief Executive Officer by the Chairman of the Board. For individuals below Level
1, their performance evaluations are also approved and signed off by the reviewer's manager. All performance
assessments are collated and analysed by the Tabcorp Human Resources Department.

The specific KPOs adopted for the financial year ended 30 June 2006 align with Tabcorp’s values, vision, strategy
and behaviours. The performance metrics KPOs are determined on an individual basis, and the following Figure 3
is an example of those applied for the year in review.
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Figure 3: Example of Balanced Scorecard

Indicators (KPIs)
applicable to the
KPOs

drivers that will
enable Tabcorp to
achieve superior (in
the top quartile of
the top 100 ASX
listed companies),
Total Shareholder
Returns (TSR) -
dividends and
share price.

proposition
ensuring customers
perceive Tabcorp
branded products
and services are of
greater value than
its competitive set.

behaviours and
culture required to
execute our
strategies and
ensure Tabcorp is a
great place to work.

Key Performance | Financial - Group People and
Objectives (KPOs) | / Business Unit Customer Leadership Organisation
Aim of KPO To achieve superior | To provide the best | To ensure Tabcorp | To provide
shareholder gambling and is a great place to process/operational
returns. entertainment work. excellence,
experience for regulatory
customers. compliance and be
respected in the
community.
Key Performance The financial A strong value The capabilities, The key internal

processes we must
excel at in order to
meet customer and
financial
expectations, and
ensure regulatory
compliance as well
as the actions
required to enhance
the perception of
the Company and
its products

Measures of KPIs

Earnings before
interest and tax
(EBIT);; Profit after
Tax (PAT); Return
on Equity (ROE);
and return on
investment

Measures may
include customer
acquisition;
customer growth;
customer retention
and market share.

Measures may
include quality of
leadership —
assessment of
leadership
capabilities; level of
employee
engagement which
is measured, for
example, through
the Tabcorp
employee opinion
survey.

Measures for
process/operational
excellence may
include strategic
planning process;
compliance;
reputation index;
process
improvement
metrics; shared
services
effectiveness and
performance to
budget.

Each KPO is measurable and rated on a scale of 1 to 5 depending on the achieved outcome, whereby:

e 5= Qutstanding, performance is consistently exceptional;

s 4= Exceeds role expectations, performance significantly and regularly exceeds the job requirements;

» 3 = Successful, performance consistently meets job requirements;

e 2 =Needs development, areas within the individual's control requirement improvement; and

o 1 = Unsatisfactory, performance is significantly below job requirements;

The KPOs are weighted to recognise the degree of relevance to the individual’s role and responsibilities. The
KPOs and the weightings will also vary depending on which division (eg. Casinos, Wagering, Gaming, etc) and
location (eg. which hotel and casino property) where the individual works.

Tabcorp Holdings Limited and its controlied entities

22




Directors’ report QL Tabcorp
for the financial year ended 30 June 2006

The BSC Assessment is the aggregate of all the weighted KPO ratings, and is expressed as a rating between
1and 5. The BSC Assessment is then converted into an Individual Performance Score of between 0.8 and 1.2.

The final calculation of the STI payment is based on three components:
- Theincentive as a percentage of fixed remuneration at target (Target Award);

- The annual assessment of the individual’s achievement of KPOs in the BSC (Individual Performance
Score); and

- Afinancial performance multiplier (Fundmg Multiplier) based on the net profit after tax (NPAT) of the
consolidated Tabcorp Group for the financial year, pre non-recurring items.

The application of the Funding Multiplier provides the Board with an opportunity to respond to profit enhancement,
resulting in incentive payments at greater than target that are self funded through the generation of additional net
profit after tax.

The following example illustrates the calculation of the bonus awarded under the STI.

Figure 4: Example - Calculating STl award
Target Award = a TEC of $100,000 with a Target Short Term Performance Award of 25.0% (of TEC)

Individual Performance Score = a BSC Assessment of 3.7 (out of 5) equates to an Individual
Performance Score of 1.07

Funding Multiplier = with an NPAT (pre non-recurring items) of 3% above target equates to a Funding
Multiplier of 1.06

2 “ Mmfndivﬁual
%Z::gg 1 X | Perfogmance { x
EE do Scorepw:
$25,000 X 1.07 X 1.06 = $28,355

As the performance of the individual and Tabcorp is above target, then the Actual Reward received will
be $28,355 compared to the Target Award of $25,000.
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The following Figure 5 denotes STI payments for the financial year ended 30 June 2006 for the Managing Director
and Chief Executive Officer and the five continuing Company and Tabcorp Group executives who received the
highest remuneration for the year, as well as those non continuing Company and Tabcorp Group executives
whose remuneration places them within the top five band.

Figure 5: STl payment structure

Minimum Maximum Actual
STI%of | STI%of | STI%of STI % of
TEC TEC TEC TEC Actual STI
TEC achievable | attarget | achievable achieved Achieved

Name $ % % % % g
Continuing executives:
Matthew Slatter 1,400,000 0.00 67.86 114.00 61.16 856,235
Peter Caillard 425,000 0.00 40.00 . 67.20 42.80 160,882
Elmer Funke Kupper” 900,000 0.00 50.00 84.00 16.70 143,510
Mohan Jesudason 540,000 0.00 40.00 67.20 36.05 194,681
George Mackey 425,000 0.00 40.00 67.20 34.25 145,560
Julia Nenke 400,000 0.00 35.00 58.80 3312 132,491
Non continuing executives:
David Banks® 801,376 0.00 40.00 67.20 40.00 320,550
David Eimslie™ 650,000 0.00 40.00 67.20 23.32 151,600
Paul Gulbenkian™ 400,000 0.00 40.00 67.20 36.60 146,400
Michael Piggott™ 750,000 0.00 40.00 67.20 36.03 270,240

(i) Commenced employment on 27 February 2006.
(i) Ceased employment on 31 March 2006.

(i) Ceased employment on 31 January 2006.

(iv) Ceased employment on 1 July 2006.

(v) Ceased employment on 7 July 2006.

(viy Comprises cash and deferred shares (where elected).

4.2.2 Long Term Incentive (LTI)

Senior managers are invited to participate in the Long Term Performance Plan (LTPP) under which participants
receive an annual allocation of Performance Options and Share Rights in respect of the Company'’s ordinary
shares.

The LTPP is designed to foster long term alignment of individual, business unit and Group performance with the
objective of providing a satisfactory return to shareholders. Any award delivered by the LTPP will only be realised
when Total Shareholder Return {TSR) meets or exceeds specified performance hurdles, which requires Tabcorp
to outperform at least 50% of its peer group of companies in terms of TSR.

The Board Remuneration Committee annually reviews and approves the selection of participants to be invited to
participate in the LTPP. Participation in the LTPP is intended as a component of total annual reward for
executives whose performance is of strategic and operational importance to the Group. Generally, participation is
restricted to the Managing Director and Chief Executive Officer, the Chief Financial Officer, Chief Executives,
Chief Operating Officers, Executive General Managers and General Managers.

The proportion of an executive’s annual reward that is comprised of Performance Options and Share Rights
depends on the level of seniority of the executive, as shown in Figure 2 of this report. The number of
Performance Options and Share Rights allocated is determined using a model which assesses the projected value
at the first test date, being the third year after allocation. Performance Options and Share Rights which have not
vested are further tested on the fourth and fifth anniversary of allocation following which unvested Performance
Options lapse. The assumptions used in determining the future reward of Performance Options and Share Rights
uses two key criteria, being:

- Projected average annual rate of growth in the share price over the vesting period (three years); and

- Arisk free rate of return to discount the projected annual average share price growth over the vesting
period back to the date of grant.
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The performance hurdies to be attached to both Performance Options and Share Rights are measured according
to Tabcorp’s TSR ranking against a peer group of companies, which reflects Tabcorp’s current business mix
determined at the time of granting the Performance Options and Share Rights. The peer group consists of the
100 largest Australian Stock Exchange (ASX) listed companies based on market capitalisation, excluding property
trusts, infrastructure groups and mining companies which are represented by the S&P Global Industry
Classification Standards of Qil & Gas, Metals & Mining, Transportation Infrastructure and Real Estate. Due to
changes in the composition of companies listed on the ASX, the peer group will change at each date of grant.

Vesting of Performance Options and Share Rights against the relative TSR ranking on applicable Test Dates wili
occur in the manner set out in Figure 6 below.

Figure 6: TSR performance ranking
TSR performance ranking range
Below 50" percentile

50" percentile

Above the 50" percentile and below
the 75" percentile

Number of options exercisable
0% of Performance Options and Share Rights will be exercisable

50% of Performance Options and Share Rights will be exercisable

An additional 2% of Performance Options and Share Rights will become
exercisable for each one percentile increase above the 50th percentile

100% of Performance Options and Share Rights will be exercisable

75" percentile or higher

Figure 7: Proportion of Performance Options and Share Rights which may be exercisable under the LTI

Reward Vehicle ———» Performance @——— Reward
3 ~ 5 year period
Share
100% vest —J Price at R
Pelfon"nance Exercisef = Gz’;ﬁ’
Options in the
Share E:z;e
Price at
50% vest — - Grant
0% vest —
0 50th 75th 100th
Percentile based on Tabcorp’s grgare -
TSR raking in the peer group nce at Reward
Share Rights Exercise Ful
Value
Share of Share
Price at [~
Grant

All Performance Options and Share Rights will lapse immediately upon cessation of employment. However, the
Board has the discretion in special circumstances (for example, retrenchment, death and permanent incapacity) to
vest all or part of the outstanding unvested Performance Options and Share Rights.

Performance Options and Share Rights which have already vested may be exercised for a period of 90 days
following cessation of employment. After this date, any unexercised vested Performance Options and Share
Rights will lapse.

The LTPP Plan Rules provide that without the prior approval of the Board, Performance Options and Share Rights
may not be transferred or encumbered. The Board has not approved any transfers or encumbrances.
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5. Tabcorp Group performance

The Board believes that it is for the benefit of the Group and the Company's shareholders for employee
remuneration to be aligned with their individual performance and the performance of the Tabcorp Group as a
whole.

A significant proportion of the total remuneration for the Managing Director and Chief Executive Officer and other
executives is dependent on the achievement of short term and long term measures, as disclosed in section 4 of
this Remuneration Report.

The value of shareholders’ investments in Tabcorp shares have continued to grow as a result of the Group's
strong financial position which has resulted in a history of paying increasing dividends twice a year.

Figure 8: Full year dividend in respect of each financial year (interim & final dividend)
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The Tabcorp Group’s strong financial position has been attributable to management's ongoing focus of containing
costs, improving efficiencies, structuring the Group to optimise the organic growth of existing business, and
investing in new opportunities to enhance growth and profits.

An investment of $1,000 in Tabcorp shares since 30 June 2001 has over the last five financial years grown to
$1,967 (before tax), representing a compound annual growth rate of 14.5%. In comparison, over the same period,
the Australian Stock Exchange All Ordinaries Accumulation Index grew by 12.6% per annum.The Group’s strong
financial performance over the last five financial years has resulted in sustained earnings per share, reflecting an
increase in shareholder wealth.
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6. Employment contracts — Managing Director and Chief Executive Officer

The Managing Director and Chief Executive Officer, Matthew Slatter, is employed under an agreement entered
into on 7 October 2002. The agreement is for a period of five years from 7 October 2002, and under the current
terms of the agreement:

- Matthew Slatter may terminate his employment by giving to the Company not less than 12 months
notice;

- The Company may terminate Matthew Slatter's employment by:

o Payment of the fixed remuneration component of his package for a 12 month period or if there
is less than 12 months remaining of the five year term, by payment of the fixed remuneration for
that unexpired period;

o  Three months’ notice if Matthew Siatter is unable, by reason of illness or incapacity (mental or
physical), to perform his duties and has been unable to do so for a total period of at least 180
days (whether or not consecutive) in the 12 months preceding the date of notice; and

o  Summary notice in certain brescribéd circumstances and in that event, no remuneration,
compensation or damages are payable by the Company beyond the time of Matthew Slatter's
dismissal.

The Board considers it important that the long term future of the Company is properly considered and wishes to
ensure that long term planning is not sacrificed for short term achievements. It believes the following
remuneration arrangements for the Managing Director and Chief Executive Officer balance appropriately the
reward for both short term and long term performance.

Options granted other than under the LTPP

(a) The Company has granted Matthew Slatter 1,000,000 options to acquire ordinary shares in the Company.
None of the options are exercisable unless certain performance hurdles are achieved. This allocation of
options was a one off allocation at the time of his appointment. The terms and conditions of which are set
out in his employment agreement and were communicated to shareholders in Tabcorp’s notice of annual
general meeting in 2002. The Board obtained advice from an extemal remuneration consultant and took
that advice into account in determining the appropriate terms of his appointment. The terms and
conditions on which the options have been granted are as follows:

(i) Term of options

The options may be exercised during a three year period from the date on which they become
exercisable and to the extent they are not exercised within that period they will lapse. Options that
have not become exercisable by the fifth anniversary of the Commencement Date will lapse at that
time. The Commencement Date is the date that Matthew Slatter commenced employment with the
Company (7 October 2002).

(i) Exercise price
The exercise price for each option is $12.61, being the weighted average sale price of shares in the
Company during the five trading days immediately prior to the announcement of his appointment.
(iii) Tranches
The options have been granted in four Tranches as follows:
Tranche 1 A maximum of 250,000 options available for exercise at the end of year 2 of the

Performance Period based on the Company’s Performance Ranking for the
Performance Period for the Tranche (years 1 and 2).

Tranche2 A maximum of 250,000 options available for exercise at the end of year 3 based on the
Company'’s Performance Ranking for the Performance Period for the Tranche (years 1,
2 and 3).

Tranche 3 A maximum of 250,000 options available for exercise at the end of year 4 based on the
Company’s Performance Ranking for the Performance Period for the Tranche (years 1,
2,3 and 4).

Tranche4 A maximum of 250,000 options, plus any options from Tranches 1, 2 and 3 which were
not available to be exercised at the end of the relevant Performance Period, available
for exercise at the end of year 5 based on the Company's Performance Ranking for the
Performance Period for the Tranche (years 1, 2, 3, 4 and 5).
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(v)

v

(vi)

(vii)

Performance Ranking

The Company’s Performance Ranking for a Performance Period is determined by reference to the
TSR of the Company during the Performance Period as compared to the TSR of a peer group of
companies. The peer group of companies comprises the top 100 companies as listed in the
ASX/S&P 200 companies (ranked by market capitalisation) after excluding mining companies and
listed property trusts. The Company’s ranking within that group of companies determines the number
of options in the particular Tranche that become exercisable (if any).

The TSR in respect of a company in a Performance Period is the increase in the value of a
shareholder's investment in that company during the Performance Period on the basis that all
dividends and other returns are immediately reinvested in the company at the closing price for the
shares on the payment date of the dividend or other returri.

During the year the Board Remuneration Committee determined that where during the Performance
Period there is a change in the dividend payment timetable of a company in the peer group (including
Tabcorp), the TSR performance of that company shall be adjusted to remove any artificial distortion
resulting from that changed timetable. ;

The TSR assessment and the apphcable number of options that have become exercisable are
disclosed in section (viii) below.

Figure 9: TSR performance ranking

TSR performance ranking range Number of options exercisable

Below 40" percentile No options exercisable
40" percentile 20% of options in the Tranche available to be exercised
41% percentile to 75" percentile Options in the Tranche available to be exercised will be

ascertained on a pro-rata basis between 20% and 100%
depending on the Company'’s percentile performance
ranking

75" percentile or higher 100% of options in the Tranche available to be exercised

Performance Period

The Performance Period for each Tranche starts with the Commencement Date and ending as
follows:

(a) Tranche 1 — ending on the date 2 years after the Commencement Date;

(b) Tranche 2 — ending on the date 3 years after the Commencement Date;

(c) Tranche 3 — ending on the date 4 years after the Commencement Date; and

(d) Tranche 4 - ending on the date 5 years after the Commencement Date.
Alterations to capital

if there is a rights issue, a bonus issue or capital reconstruction during the term of Matthew Slatter's
employment agreement there is a mechanism for agreeing to vary the terms and conditions of the
options to reflect these changes. If the Chairman and Matthew Slatter cannot agree on the changes
to be made to the terms and conditions of the options an independent expert will determine what
changes are to be made to restore the parties to their respective positions contemplated by the terms
and conditions upon which the options were originally granted.

Discretion

The Board has the discretion to permit Matthew Slatter or his estate to exercise options which are not
capable of exercise because Matthew Slatter did not complete the term of his employment agreement
by reason of death or total and permanent disablement.
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(viii) Assessment of TSR performance and exercise of options

Tranche 1

Tranche 2

Tranches 3 & 4

An independent reassessment of the performance criteria for the Tranche 1 options
was undertaken during the year in accordance with the changes to peer company
TSR assessment criteria as described in section (iv). It was determined that
Tabcorp ranked at the 46.1538th percentile relative to each of the companies in the
peer group, and therefore 85,165 options have become available for exercise. At
the date of this report, Matthew Slatter has not elected to exercise these options.

During the year, an independent analysis was undertaken of the performance
criteria for the options issued under Tranche 2 over the performance period from'
7 October 2002 to 7 October 2005. From this analysis, it was determined that
Tabcorp was ranked below the 40" percentile relative to each of the companies in
the peer group. Based on the performance benchmarks, none of the total 250,000
options issued as Tranche 2 are exercisable.

Independent assessments for the options in Tranches 3 and 4 will be undertaken
following the end of the applicable Performance Periods.

(b) At the time the Company commenced negotiations with Matthew Slatter he was employed in a senior
position with another organisation. He held various option entittements which were then of significant
value. His resignation from that employment resulted in these option entitiements being forfeited. In
recognition of that situation, the Company granted Matthew Slatter 1,500,000 options to acquire ordinary
shares in the Company. The price at which the options may be exercised is $12.61 per share, being the
weighted average sale price of shares in the Company during the five trading days immediately prior to the
announcement of his appointment. These options were exercisable immediately upon commencement of
employment and expired on 7 October 2005, being three years from the date of commencing employment.
Matthew Slatter exercised 500,000 of these options during the year ended 30 June 2005. On
8 September 2005, Matthew Slatter exercised the remaining 1,000,000 options.
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7. Employment contracts — Other executives

The five executives of the Company and the Tabcorp Group who received the highest remuneration during the
year ended 30 June 2006 are employed under an employment contract, each of which is of no fixed duration. The
contract may be terminated by either party on three months notice, except for Eimer Funke Kupper and Walter
Bugno for which the termination period is six months by either party. No payments are required on termination,
other than in lieu of notice (if applicable).

The Board may approve additional separation arrangements in the event of redundancy/retirement under the
Short Term Performance Plan and Long Term Performance Plan.

With respect to the appointments of Elmer Funke Kupper and Walter Bugno, the Board considered and approved
the inclusion of a sign-on bonus to compensate for equity arrangements that were forfeited following cessation
with previous employers. in this context, an allocation of Deferred Shares, Performance Options and Share
Rights, with time based vesting hurdles applied on appointment. The vesting hurdles coincide with the vesting of
equity had the executive remained with the previous employer. These arrangements are summarised below.

Chief Executive, Australian Business

Elmer Funke Kupper entered into an employment contract, which provides an aggregate total annual reward at
target of $1.8 million. In addition to the annual reward components, a sign on bonus of $1.9 million was
provided, comprising a one off allocation of equity as follows:

- 97,000 Deferred Shares;
- 112,500 Performance Options; and
- 15,000 Share Rights.

The Deferred Share allocation will vest over a three year period, with 40% to vest on 31 December 2006, 40% to
vest on 31 December 2007 and 20% to vest 31 December 2008.

Performance Options and Share Rights will vest three years after commencement of employment in accordance
with the performance hurdles contained in the Long Term Performance Plan Rules.

Chief Executive, Casinos

Walter Bugno entered into an employment contract, which provides an aggregate total annual reward at target of
$1.8 million. In addition to the annual reward components, a sign on bonus of $900,000 was provided, comprising
a one off allocation of equity as follows:

- 30,000 Deferred Shares;
- 112,500 Performance Options; and
- 15,000 Share Rights.

The Deferred Share allocation will vest over a three year period, with 33% to vest on 31 December 2006, 33% to
vest on 31 December 2007 and 33% to vest on 31 December 2008.

Performance Options and Share Rights will vest in three years in line with the performance hurdles outlined in the
Long Term Performance Plan Rules.
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8. Remuneration strategy changes

The Remuneration Committee and the Board continually seek to strengthen the link between executive
remuneration and Tabcorp’s performance and to ensure the remuneration strategy aligns with market best
practice to attract and retain key talent.

As Tabcorp enters into the next phase of growth, the Remuneration Committee commissioned an extensive
review of executive remuneration during the year. The review concluded that the reward structure for the
employees whose performance and capabilities are key to executing the Group’s strategies be realigned to
appropriately balance the mix of cash and equity remuneration with the achievement of short term, medium term
and long term objectives.

The key aspects of the revised remuneration strategy, which commenced in July 2008, are disclosed below.

Executive reward structure

Tabcorp will continue to differentiate reward outcomes based on employees’ performance and capabilities. The
objective of Tabcorp’s remuneration strategy is to provide employees with a performance oriented Total Annual
Reward (“TAR”) positioned at market median. The delivery of TAR is based on a target remuneration mix and
comprises fixed and incentive components, which are delivered in the form of cash and equity. The executive
reward structure is depicted in the diagram below:

Figure 10: Revised executive reward structure

TAR component Delivery Performance alignment
h Median
Cas
Cash Annual corporate scorecard and

annual individual scorecard

Medium term incentives - Two year EPS growth
restricted shares

Long term incentives - Relative TSR
options

The incentive components of the executive reward structure incorporate:

- Ashort term component to reward participants for the achievement of targets over a twelve month
period delivered in cash;

- A medium term component to reward participants for the achievement of sustained performance
over a two year period delivered in restricted shares; and

- Along term performance component to reward employees for shareholder value creation delivered
in performance options.

Metrics within incentive plans are aligned to ensure the achievement of short and medium term strategic
objectives are commensurate with iong term shareholder value creation.
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Short Term Performance Plan

The Short Term Performance Plan is designed to reward employees for the achievement of individual, business
unit and company performance over a twelve month period (the annual performance period), as assessed using a
balanced scorecard of measures that align to and are supportive of the Group's annual strategic objectives.

Medium Term Performance Plan

The Medium Term Performance Plan is designed to reward employees for the achievement of two year rolling
earnings per share growth targets, with allocations based on individuals’ performance and capabilities.

Long Term Performance Plan

The Long Term Performance Plan represents the long term component of variable remuneration of the TAR
package over a three to four year timeframe. The plan is intended to be a key remuneration component for a
restricted group of participants who are considered to have the greatest influence in delivering the Group’s long
term value creation. The plan aims to recognise long term performance by rewarding participants with
performance options which wili allow them to share in Tabcorp’s growth.

Restriction on hedging

Participants in the new executive reward plans are restricted from hedging the value of restricted shares and
unvested performance options and must not enter into a derivative arrangement in respect of restricted shares
and unvested performance options granted under these plans. Breaches of the restriction will result in awards
being forfeited by the participant.
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This repert has been signed in accordance with a resolution of Directors.

Michael Robinson AO
Chairman

Melbourne
24 August 2006
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Income statement
For the year ended 30 June 2006

Q% Tabcorp

Continuing operations Note

Total operating revenues

Other revenues 2
Revenue
QOther income 2

Government taxes and levies

Commissions and fees

Employment costs

Depreciation and amortisation 2
Property rentals, rates and maintenance

Computer costs

Advertising and promotions

Insurance costs

Stock exchange expenses

Professional and contract services

Audit and review services 3
Finance costs 2
Other expenses

Profit before income tax expense and impairment

Impairment 2
Profit before income tax expense

Income tax (expense)benefit 4
Net profit after tax from continuing operations

Net (profit)/toss attributable to minority interest

Net profit attributable to members of the parent entity from
continuing operations

Earnings per share for profit attributable to members of the
parent entity:

Basic earnings per share (cents per share) 6

Diluted earnings per share (cents per share) 5]

The accompanying notes form an integral part of this income statement.

Tabcorp Holdings Limited and its centrolled entities

Consolidated

Tabcorp Holdings

2006 2005 2006 2005
$m $m $m $m
3,776.9 3,760.6 25.9 25.7
579 56.5 487.3 606.4
3,834.8 3,817.1 5132 632.1
11.8 3.5 0.2 0.1
(1,018.7) (991.1) - .
{795.5) (788.5) (11.7) (11.6)
{536.2) (554.4) (23.6) (23.2)
(130.1) (146.4) (.7 (0.8)
(66.0) (67.0) (0.3) (1.2)
(27.4) (24.2) (0.2) (0.2)
(82.2) (79.6) (2.3) (2.4)
.1 (8.0) (0.5) (0.4)
(2.4) (2.2) (2.4) (2.2)
(33.9) (14.5) (6.8) (6.1)
(1.5) (1.8) (0.3) (0.4)
{165.9) (182.1) (0.2) -
(207.4) (231.5) (4.3) (5.8)
763.5 729.3 459 1 577.9
(68.5) (93.2) . -
695.0 636.1 459.1 §577.9
(152.4) (200.7) 4.3 2.1
542.6 435.4 463.4 580.0
0.8 (2.0) . .
543.4 433.4 463.4 580.0
103.6 83.9
103.4 83.7
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Balance sheet Q% Tabcorp

As at 30 June 2006

Consolidated Tabcorp Holdings
2006 2005 2006 2005
Note $m $m $m $m
Current assets
Cash and cash equivalents 7 206.6 209.4 46.6 . 0.4
Receivables 8 34.7 434 2,632.6 2,652.1
Inventories 9 15.0 15.3 . -
Other 10 223 31.9 0.8 . 4.8
Assets held for sale 11 - 29.8 - C .
Total current assets 278.6 329.8 2,680.0 2,657.3
Non current assets
Investments in controlled entities - - 447.7 447.6
Property, plant and equipment 12 1,507.4 1.442.9 15.7 10.3
licences 13 1,230.1 1,239.3 597.2 597.2
Other intangible assets 14 3,611.4 36450 18.1 1.4
Deferred tax assets 4 83.3 86.8 2.2 1.6
Other 10 44.5 29.2 1.3 -
Total non current assets 6,476.7 6,443.2 1,082.2 1,058.1
TOTAL ASSETS 6,755.3 6,773.0 3,762.2 3,715.4
Current liabilities
Payables 16 3454 306.0 16.1 6.2
Interest bearing liabilities 17 390.0 390.0 - -
Current tax liabilities 333 32.2 314 259
Provisions 18 122.3 131.8 1.9 2.2
Other 19 5.2 13.9 - -
Total current liabillties 896.2 873.9 49.4 34.3
Non current liabilities
Interest bearing liabilities 17 2,029.6 2,143.6 - -
Deferred tax liabilities 4 3294 4104 0.9 0.4
Provisions 18 63.8 84.9 0.2 0.9
Other 19 73.4 1.6 - 1.4
Total non current liabilities 2,496.2 2,640.5 11 2.7
TOTAL LIABILITIES 3,3924 35144 50.5 37.0
NET ASSETS 3,362.9 3,258.6 3,711.7 3,678.4
Equity
Issued capital 20 3,176.3 3,154.8 3,197.2 3.,186.1
Retained earnings 20 201.7 101.2 509.5 489.7
Reserves 20 {19.2) 2.6 5.0 2.6
Parent interests 3,358.8 3,258.6 3,711.7 3,678.4
Minority interests 21 4.1 - - -
TOTAL EQUITY 3,362.9 3.258.6 3,711.7 3.678.4

The accompanying notes form an integral part of this baiance sheet.
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Cash flow statement
For the year ended 30 June 2006

Note
Cash flows from operating activities
Net cash receipts in the course of operations
Payments to suppliers, service providers and employees
Payment of government ievies, betting taxes and GST
Dividends received
Interest received
Finance costs paid
income tax paid
- Net cash flows from operating activities 22(b)

Cash flows from investing activities

Payment for controlled entities (net of cash acquired) 3
Proceeds from sale of businesses

Payment for property, plant and equipment

Payment for intangibles

Praceeds from sale of property, ptant and equipment

Payment for development costs

Loans to controlled entities

Repayment of loans to controlied entities

Net cash flows from investing activities

Cash flows from financing activities

Praceeds from borrowings

Repayment of barrowings

Dividends paid

On-market share purchases for dividend reinvestment plan
Payment of transaction costs for share issue
Payment for on-market share buy back

Proceeds from issue of shares

Proceeds from issue of shares to minority interests
Proceeds from sale of treasury shares

Repayment of empioyee share loans

Net cash flows from financing activities

Net increase/(decrease) in cash held
Cash at the beginning of the financial year

Cash at the end of the financial year 22(a)

The accompanying notes form an integral part of this cash flow statement.

Tabeorp Holdings Limited and its controlled entities

Q¥ Tabcorp

Consolidated Tabcorp Holdings
2006 2005 2006 2005
$m $m $m $m
3,969.1 3,959.7 4715 475
(1,893.6) (1,921.0) (53.8) (55.1)
(998.7) (979.0) (148.0) (57.7)
. - 471.0 743.0
9.5 11.2 1.7 0.5
(162.7) (184.8) {0.2) -
{218.4) (224.7) (224.0) (167.5)
705.2 661.4 94.2 510.7
- (914.1) - -
6.3 244.6 - -
{186.0) (100.9) (6.5) (9.2)
{50.1) (18.6) (17.4) (0.5)
38.0 61.5 0.2 0.2
- (2.0) - {2.0)
- - - (262.1)
- - 409.2 -
{191.8) (729.5) 385.5 (273.6)
557.0 2.890.4 - -
(655.0) (2,578.8) - -
{299.5) (243.7) (299.5) (243.7)
(146.7) - (146.7) -
- (6.7) - (6.7
(1.6) - (1.6) -
139 6.3 13.9 6.3
4.9 - - -
1.5 1.9 - -
9.3 9.6 0.4 2.6
(516.2) 79.0 {433.5) (241.5)
{2.8) 10.9 46.2 (4.4)
209.4 198.5 0.4 4.8
206.6 209.4 46.6 0.4
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Statement of recognised income and expense
For the year ended 30 June 2006

QS Tabcorp

Note

Change in fair value of cash flow hedges
Actuarial gain/(loss) on defined benefit plan 26
Income tax (expense)/beneﬂt on items taken directly to equity 4

Net income/(expense) recognised directly in equity
Net profit after tax from continuing operations

Total recognised income and expense for the period

Attributable to:
Members of the parent entity
Minority interest

Effects of changes in accounting policy on members of the

parent entity:
Retained earnings 35(f)
Net unrealised gain/{loss) reserve 35(f)

Tabcorp Holdings Limited and its controlled entities

Consolidated

Tabcorp Holdings

2006 2005 2006 2005
$m $m $m $m
(30.1) - . .
37 (1.0) 3.7 (1.0)
8.0 0.3 {1.1) 0.3
(18.4) (©.7) 2.6 ©.7)
542.6 435.4 463.4 580.0
524.2 4347 466.0 579.3
525.0 432.7 466.0 579.3
{0.8) 2.0 - -
524.2 434.7 466.0 579.3
0.7 - - -
{3.2) - - -
(2.5) - - -




Notes to the financial statements Q;,. Tabcorp
For the year ended 30 June 2006 -

1.

(a)

Significant accounting policies and corporate information

Tabcorp Holdings Limited (‘the Company') is a company limited by shares which are traded on the Australian Stock Exchange. The Company
is incorporated and domiciled in Australia. The financial repert of the Company for the year ended 30 June 2006 comprises the Company and
its subsidiaries (collectively referred to as ‘the Group') and the Group's interest in joint ventures.

The financial report was authorised for issue by the Directors on 24 August 2006.
Statement of compliance

Compliance with AIFRS

This is the Group's first annual financial report complying with the Australian equivalents to Intemational Financial Reporting Standards
('AIFRS'). AASB 1 'First-time Adoption of Australian Equivalents to intemational Financial Reporting Standards' has been applied and the
comparatives for the year ended 30 June 2005 have been restated accordingly, except for the adoption of AASB 132 'Financial Instruments:

‘Disclosure and Presentation’ and AASB 139 Financial Instruments: Recognition and Measurement’. The Company has adopted the

following exemptions under AASB 1:
- to notapply AASB 132 and AASB 139 to the comparative period (refer to note 35(f));
- to notapply AASB 3 ‘Business Combinations’ retrospectively; and
- to only apply AASB 2 "Share based Payment' for equity instruments granted after 7 November 2002,

An explanation of how the transition to AIFRS has affected the reported balance sheet, income statement and cash flows of the Group is
provided in note 35. This note includes reconciliations of equity and profit or loss for comparative periods reported under Australian Generally
Accepted Accounting Practice ' AGAAP') to those reported for those periods under AIFRS.

The effect of adopting AIFRS may still be subject to change due to:
- potential amendments to AIFRS and Interpretations thereof being issued by the standard-setters and IFRIC: and
- emerging accepted practice in the interpretations and application of AIFRS and UIG Interpretations.

Where there has been a change from AGAAP accounting policy. the accounting policy applied to the comparative period has been disclosed.

Early adoption of standard
The Group has elected to apply AASB 119 'Employee Benefits' (2004) to the annual reporting period beginning 1 July 2005. This includes
applying AASB 118 to the comparatives in accordance with AASB 108 ‘Accounting Policies, Changes in Accounting Estimates and Esrors*.

New Australian Accounting Standards
Australian Accounting Standards that have been recently issued or amended but are not yet effective have not been applied to the financial
report except for AASB 119,

The following amendments by the AASB to Australian Accounting Standards are cumently being assessed by management but are not
expected to change accounting policies. or have an impact on the Group's financial position and performance, however increased disclosures
may be required in the Group's financial statements.

AASB Application
Amendment Affected Standard(s) date for Group
2005-1 AASB 139 'Financial Instruments: Recognition and Measurement’ 1 July 2006
2005-4 AASB 139 'Financial Instruments: Recognition and Measurement, AASB 132 ‘Financial Instruments: 1 July 2006
Disclosure and Presentation’, AASB 1 'First-time Adoption of AIFRS', and AASB 1023 ‘General Insurance
Contracts'

2005-5 AASB 1 First-time Adoption of AIFRS', and AASB 139 'Financial Instruments: Recognition and 1 July 2006
Measurement’

2005-6 AASB 3 'Business Combinations’ 1 July 2006

2005-9¢ AASB 4 'Insurance Contracts', AASB 1023 'General Insurance Contracts', AASB 139 ‘Financial Instruments; 1 July 2006
Reccgnition and Measurement', and AASB 132 'Financial instruments: Disclosure and Presentation’

2005-10 AASB 132 'Financiai instruments: Disclosure and Presentation', AASB 101 'Presentation of Financial 1 July 2007
Statemenis'. AASB 114 'Segment Reporting', AASE 117 'Leases’, AASB 133 ‘Earnings per Share’,
AASB 139 ‘Financial Instruments Recognmon and Measurement’, AASB 1 'Furst t;me Adopnon of AIFRS

" AASB 4 Insurance Contracts', and AASB 1023 ‘General Insurance Condracts'
2006-1 AASB 121 'The Effects of Changes in Foreign Exchange Rates' 1 July 2007
New Standard AASE 7 'Financial Instruments: Disclosures' 1 July 2007

(b} Basis of preparation

The financial report is a general purpose financiai report which has been prepared in accordance with the Corporations Act 2001, Australian
Accounting Standards and other mandatory financial reporting requirements in Australia.

The financial report is presented in Australian dollars.
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Notes to the financial statements
For the year ended 30 June 2006 Q‘S Tabcorp

1. Significant accounting policies and corporate information {continued)

(b) Basis of preparation {continued)
The financial report is prepared on the historical cost basis. except for derivative financial instruments that have been measured at fair vaiue.
The carrying values of recognised assets and liabilities that are hedged with fair value hedges are adjusted to record changes in the fair
values attributable to the risks that are being hedged. Non current assets and disposal groups held for sale are stated at the lower of carrying
amount and fair value less costs to sell. .

This financial report has been prepared on the basis of AIFRS on issue and that are effective for the year ended 30 June 2006. Preparation
of the financial report also includes the application of the requirements of AASB 119 'Employee Benefits' which is available for early adoption
as at 30 June 2006.

The accounting policies have been applied consistently throughaut the Group for the purposes of this financial report.

The Company is of a kind referred to in ASIC Class Order 98/100 dated 10 July 1998 and in accordance with the Class Order, amounts in the
financial report and Director's report have been rounded off to the nearest hundred thousand dollars, uniess otherwise stated.

(c) Significant accounting estimates and assumptions
The carrying amount of certain assets and liabilities are often determined based on estimates and assumptions of future events.

The key estimates and assumptions that have a significant risk of causing a material adjustment to the carrying amounts of certain assets
and liabilities within the next annual reporting period are:

Impairment of goodwill and intangibles with indefinite useful lives

The Group determines whether goodwill and intangibles with indefinite useful lives are impaired at least on an annual basis. This requires
an estimation of the recoverable amount of the cash generating units to which the goodwill and intangibles with indefinite useful lives are
allocated. The assumptions used in this estimation of recoverable amount and the carrying amount of goodwill and intangibles with indefinite
useful lives are described in note 15.

(d) Basis of consolidation
Controlled entities
Controlied entities are entities controlied by the Company. Control exists when the Company has the power, directly or indirectly, to govern
the financial and operating policies of an entity so as to obtain benefits from its activities. In assessing control, potential voting rights that
presently are exercisable or convertibie are taken into account. The financial statements of controlled entities are included in the
consolidated financial report from the date control commences until the date that control ceases. The financial statements of the controlied
entities are prepared for the same reporting period as the Company, using consistent accounting policies.

Joint ventures
Joint ventures are those entities over whose activities the Group has joint controt, established by contractual agreement.

Jointly controlled entities
Investments in jointly controlled entities are accounted for using equity accounting principles and are carried at the lower of the equity
accounted amount and the recoverable amount.

The Group's share of the jointly controlled entity's net profit or loss is recognised in the consolidated income statement from the date joint
control commences until the date joint control ceases. Other movements in reserves are recognised directly in consolidated reserves.

Jointly controlled operations and assets

The interest of the Group in unincorporated joint ventures and jointly contralled assets are brought to account by recognising in its financial
statements the assets it controls, the liabilities it incurs, the expenses it incurs, and the share of income that it eams from the sale of goods
or services by the joint venture.

Transactions eliminated on consolidation
Intragroup balances, and any unrealised gains and losses or income and expenses arising from intragroup transactions, are eliminated in
preparing the consolidated financial staternents.

Unrealised gains arising from transactions with jointly controlied entities are efiminated to the extent of the Group's interest in the entity.

CUrnréalised 1o6ses ave dlininated in the sare way as ufirealised gains, but only to the extent that there 15 ho evidence of impairment. 0

Gains and losses are recognised as the contributed assets are consumed or sold by the jointly contralied entity or, if not consumed or sold
by the jointly controlied entity, when the Group disposes of its interest in the entity.
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Notes to the financial statements ¢
For the year ended 30 June 2006 Q-’ Tabcorp

1.
(e)

®

(9)

Significant accounting policies and corporate information (continued)

Foreign currency
Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date of the transaction.

Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are translated to Australian dollars at the foreign
exchange rate ruling at that date. Foreign exchange differences arising on transiation are recognised in the income statement.

Non monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are translated using the exchange rate
at the date of the transaction.

Non monetary assets and liabilities denominated in foreign currencies that are stated at fair value are translated to Australian dollars at
foreign exchange rates ruling at the dates the fair value was determined.

Derivative financial instruments

The Group uses derivative financial instruments to hedge its exposure to foreign exchange and interest rate risks arising from operational,
financing and investment activities. in accordance with its treasury policy, the Group does nat hold or issue derivative financial instruments for
trading purposes. However, derivatives that do not qualify for hedge accounting are accounted for as trading instruments.

Derivative financial instruments are recognised initially at cost. Subsequent to initial recognition, derivative financial instruments are stated at
fair value. The gain or loss on re-measurement to fair value is recognised immediately in profit or loss. However, where derivatives qualify for
cash flow hedge accounting, any resultant gain or ioss may be deferred to reserves.

The fair value of interest rate swap and cross currency swap contracts is determined by reference to market values for similar instruments.

Hedging

Current period policy

Cash flow hedges

Where a derivative financial instrument is designated as a hedge to the exposure to the vanability in cash flows that is attributable to a
particular risk associated with a recognised asset or liability, or a highly probable forecast transaction, the effective part of any gain or loss on
the derivative financial instrument is recognised directly in equity. When the forecast transaction subsequently results in the recognition of a
non financial asset or liability the associated cumulative gain or loss is removed from equity and included in the initial cost or other carrying
amount of the non financial asset or liability. if a hedge of a forecast transaction subsequently resuits in the recognition of a financial asset or
financial liability, then the associated gains and losses that were recognised directly in equity are reclasslfied into profit or ioss in the same
period or periods during which the asset acquired or liability assumed affects the profit or loss (i.e. when interest income or expense is
recognised).

For cash flow hedges, the effective part of any gain or loss on the derivative financial instrument is removed from equity and recognised in the
income statement in the same period or periods during which the hedged forecast transaction affects profit or loss. The ineffective part of any
gain or loss is recognised immediately in the income statement.

When a hedging instrument expires or is sold, terminated or exercised, or the designation of the hedge relationship is revoked but the
hedged forecast transaction is stilt expected to occur, the cumulative gain or loss at that point remains in equity and is recognised in
accordance with the above when the transaction occurs. If the hedged transaction is no longer expected to take place, then the cumulative
unrealised gain or loss recognised in equity is recognised immediately in the income statement.

Fair value hedges
Where a derivative financial instrument is designated as a hedge of the variability of changes in the fair value of a recognised asset or liability
or an unrecognised firm commitment, any gain or loss on the derivative is recognised directly in the income statement.

Comparative period policy

Derivative financial instruments are used to hedge interest rate and foreign currency exposures. Accordingly, hedge accounting principles are
applied, whereby gains and losses on derivatives are brought to account on the same basis as the gains and losses on the underlying
physicat exposures. Derivative financial instruments are not heid for speculative purposes.

The effect of interest received. paid or accrued under interest rate swaps and cross currency interest rate swaps is included in the calculation

The guantitative effect of the change in accounting policy is set out in note 35(f).
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Notes to the financial statements ; L
For the year ended 30 June 2006 QS Tabcor P

1.

Significant accounting policies and corporate information (continued)

(h) Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue can be reliably
measured. The following specific recognition criteria must also be met before revenue is recognised:

Wagering and gaming revenue
Revenue is recognised as the residual value after deducting the statutory return to customers from the wagering and gaming tumover.

Casino revenue
Revenue is recognised as the net gaming win plus the retail sale of food, beverages, accommodation and other services.

Fixed odds betting revenue
Revenue is recognised as the net win or loss on an event. The amounts bet on an event are recognised as a liability until the outcome of the
event is determined, at which time the revenue is brought to account.

Provision of technology services
Revenue is recognised where the contracted outcome can be reliably measured, and control of the right to be compensated for the services

exists under the contractual agreement.

Sale of goods
Revenue is recognised when:
- the significant risks and rewards of ownership of the goods have passed to the buyer;
- itis probable consideration will pass from the buyer in accardance with an established arrangement; and
- the amount of consideration can be reliably measured.

Media operations revenue
Revenue includes subscription income, advertising revenue and product recoveries, and is recognised once the service has been rendered

and invoiced.

Interest
Revenue is recognised as the interest accrues, using the effective interest rate method.

Dividends
Revenue is recognised when the right to receive payment is established.

Finance costs
Finance costs are recognised as an expense when incurred.

Taxation
Income tax
Income tax comprises current and deferred income tax. Income tax is recognised in the income statement except to the extent that it relates to

items recognised directly in equity, in which case it is recognised in equity.
Current tax is the expected tax payable on the taxable income for the period and any adjustment to tax payable in respect of previous years.

Deferred tax is provided using the balance sheet liability method, providing for temporary differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the amounts used for taxation purposes. The following temporary differences are not
provided for:
- goodwill; and
- the initial recognition of an asset or liability in a transaction which is not a business combination and that affect neither accounting nor
taxable profit at the time of the transaction.

The amount of deferred tax provided is based on the expected manner of realisation or settiement of the carrying amount of assets and
liabiiities.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against which the asset can

be utilised.

Goods and services tax
Revenues, expenses, assets and liabilities are recognised net of the amount of GST except.
- when the GST incurred on a purchase of goods and services is not recoverable from the taxation authority, in which case the GST is
recognised as part of the cost of acquisition of the asset or as part of the expense item as applicable; and
- receivabies and payables, which are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of receivables or payables in the balance
sheet.

. Cash flows are inciuded in the cash flow statement on a gross basis and the GST component of cash flows arising from investing and

financing activities, which is recoverabie from. or payable to, the taxation authority are classified as operating cash flows.
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Notes to the financial statements :
For the year ended 30 June 2006 Q’S Tabcorp

1.
(k)

®

Significant accounting policies and corporate information (continued)

Cash

Cash comprises cash balances and call deposits with an original maturity of three months or less. Bank overdrafts that are repayable on
demand and form an integral part of the Group's cash management are included as a component of cash for the purpose of the statement of
cash flows.

Receivables -
Trade receivables are recognised and carried at original invoice amount less an allowance for any uncollectible amount (where applicable).
An allowance for doubtful debts is made when collection of the full amount is no longer probable. Bad debts are written off when identified.

{m) Inventories

(n)

(0)

(p)

Inventories include consumable stores, food and beverages, finished goods and work in progress, and are carried at the lower of cost and
net realisable value. Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs of completion
and the estimated costs necessary to make the sale.

Non current assets held for sale and discontinued operations

Immediately before classification as held for sale, the measurement of the assets (and ali assets and liabilities in a disposal group) is
brought up to date in accordance with applicable AIFRS. On initial classification as held for resale, non current assets and disposal groups
are recognised at the lower of carrying amount and fair vatue less costs to sell.

Impairm ent losses on initial classification as held for sale are included in profit or loss, even when there is a revaluation. The same applies
to gains and losses on subsequent re-measurement. No depreciation or amortisation is charged on these assets while they are classified
as held for sale.

A discontinued operation is a component of the Group's business that represents a separate major line of business or is a controlied entity
acquired exclusively with a view to resale.

Classification as a discontinued operation occurs upon disposal or when the operation meets the criteria to be classified as held for sale, if
earlier.

Investment in controiled entities
Al investments are initially recognised at cost, being the fair value of the consideration given and including acquisition charges associated
with the investment.

Property, plant and equipment

Owned assets

ltems of property, plant and equipment are stated at cost less accumulated depreciation and impairment losses (refer to note 1(r)). The cost
of self constructed assets includes the cost of materials, direct labour and an appropriate proportion of overheads.

Where parts of an item of property. piant and equipment have different usefut lives, they are accounted far as separate items of property, piant
and equipment.

Leased assets
Leases where the lessee assumes substantially all the risks and rewards of ownership are classified as finance leases.

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are classified as operating leases.
Operating lease payments are recognised as an expense in the income statement on a straight line basis over the lease term.

Depreciation
Depreciation is charged to the income statement on a straight line basis over the estimated useful lives of each part of an item of property,
plant and equipment other than tand, which is not depreciated.

Useful life
Buildings 7 - 85 years
Leasehold improvements 3 - 33 years

Plant anc equipment 2.5- 20 years
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Notes to the financial statements :
For the year ended 30 June 2006 Q’i‘p Tabcorp

1. Significant accounting policies and corporate information (continued)

{q) Intangible assets
Goodwill arising from business combinations
All business combinations are accounted for by applying the purchase method. Goodwill represents the difference between the cost of the
acquisition and the fair value of the net identifiable assets acquired.

Impairment L o

Goodwill is stated at cost less any accumulated impairment losses. Goodwill is allocated at acquisition date to cash generating units
expected to benefit from the business combination's synergies and is not amortised but is tested annually for impairment. Impairment is
determined by assessing the recoverable amount of the cash generating unit, to which the goodwill relates. When the recoverable amount of
the cash generating unit is less than the carrying amount, an impairment loss is recognised. Impairment losses are recognised directly in

the income statement and are not subsequently reversed.

Negative goodwill arising on an acquisition is recognised directly in profit or loss.
Refer o note 15 for further details of key assumptions included in the impairment calculation.

Other intangible assets
Other intangible assets that are acquired by the Group are stated at cost less accumulated amortisation and impairment losses (refer to note
1(r)). Expenditure on internally generated goodwill and brands is recognised in profit or loss as an expense as incurred.

- Amortisation
Amortisation of intangible assets is charged to the income statement as follows:

Victorian wagering and gaming licence:

The licence has not been amortised as the payment to be received by the Company under Section 4 of the Gambling Regulation Act 2003
(Vic) at the end of the licence period is currently expected to be not less than the carrying value of the asset. The licence period expires in
2012.

Star City casino licence:
The licence is amortised on a straight line basis from its date of issue until it expires in 2093.

Treasury casino licence:
The licence is amortised on a straight line basis over the remaining life of the licence, which expires in 2070.

Queensland Keno licence:
The licence is amortised on a straight line basis over the remaining life of the licence, which expires in 2022.

NSW wagering licence:
The licence is amortised on a straight line basis over the remaining life of the licence, which expires in 2097.

Other licences:
Other licences are amortised on a straight line basis over the life of the licences.

Other intangible assets:

The rights to the Star City Casino Complex Management Agreement in relation to the operation, management and supervision of the Star City
casino were terminated on 28 June 2005. Prior to termination, the rights were being amortised over the life of the agreement, which coincided
with the term of the casino licence.

Other intangibles relate to the costs capitalised by the Group in relation to the construction of the Gold Coast Convention and Entertainment
Centre. The Group is deriving future benefits from the costs incurred, and the asset is being amortised over a period of 50 years, based on
the expected life of the building.

Customer coniracts are amortised over a period of 12 years, being the estimated life of the contracts.
Software is amortised on a straight line basis over its useful life, which varies from 2.5 to 15 years.

Intangibles relating to brand names, broadcast rights and media content are not being amortised as the Directors believe that the life of these
 intangibles 10 the Group will not materialfy diminish over time, and the residual value at the end of that fife would be such that the amortisation
charge, if any, would not be material. These assets, together with goodwill, are systematically tested annually for impairment.
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1.
r)

(s)

®

{v)

Significant accounting policies and corporate information (continued)

Impairment

At each reporting date, the Group assesses whether there is any indication that an asset may be impaired. When an indicator of impairment
exists, the Group makes a formal estimate of recoverable amaunt. Where the camying amount of an asset exceeds its recoverable amount
the asset is considered impaired and is written down 1o its recoverable amount,

Recoverable amount is the greater of fair value less costs to sell and value in use. It is determined for an individual asset, unless the asset's
value in use cannot be estimated to be close to its fair value less costs to sell and it does not generate cash infiows that are largely
independent of those from other assets or groups of assets. in which case, the recoverable amount is determined for the cash generating
unit to which the asset belongs. ’ ‘ N

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset.

Impairment losses are recognised immediately in the income statement.

Refer to note 15 for further detalls of key assumptions included in the impairment calculation.

Payables
Payables are stated at cost (and where applicable amortised cost).

Provisions

A provision is recognised in the balance sheet when the Group has a present legal or constructive obligation as a result of a past event, and it
is probable that an outflow of ecanomic benefits will be required to settle the obligation and the amount can be reliably estimated. If

the effect is material, provisions are determined by discounting the expected future cash flows at a pre tax rate that reflects current market
assessments of the time value of money and, where appropriate, the risks specific to the liability. Where discounting is used, the increase in
the provision due to the passage of time is recorded as a finance cost.

Restructuring
A provision for restructuring is recognised when the Group has approved a detailed and formal restructuring plan, and the restructuring either
has commenced or has been announced publicly. Future operating costs are not provided for in the provision for restructuring.

Onerous contracts
A provision for onerous contracts is recognised when the expected benefits to be derived by the Group from a contract are lower than the
unavoidable cost of meeting its obligations under the contract.

Self insurance
Where the Group self insures for warkers' compensation, a provision is recognised in the balance sheet, which includes a prudential margin.

Management agreement

A provision was made for the management agreement for the Gold Coast and Brisbane casinos being the present value of the liability net of
the asset acquired. The provision was included in the determination of the fair value of the net assets and liabilities acquired from Jupiters
Ltd in 2003. The increase in the provision due to the passage of time is recognised as a finance cost in the income statement.

Interest bearing liabilities

Current accounting policy

Interest bearing liabilities are recognised initially at fair value plus directly attributable transaction costs. Subsequent to initial recognition,
interest bearing liabilities are recognised at amortised cost. Amortised cost is calculated using the effective interest rate method. Gains and
losses are recognised in the income statement when the liabilities are derecognised in addition to the amortisation process.

Comparative period policy
The carrying value of interest bearing liabilities represents the amounts payable on maturity of those borrowings. Finance costs (excluding
interest) are expensed over the life of the borrowings on a straight line basis, with the unamortised balance being recognised as a

prepayment.

The quantitative effect of the change in accounting policy is set out in note 35.
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1. Significant accounting policies and corporate information (continued)

(v} Employee benefits
Post-ermployment benefits
Accumulation plan
The Group's commitment to accumulation plans is fimited to making the contributions in accordance with the minimum statutory
requirements. The Group does not have any legal or constructive obligation ta pay further contributions if the fund does not hold sufficient
assets to pay all employees relating to current and past employee services.

Contributions to accumulation plans are recorded as expenses in the income statement as the contributions become payable. A liability is
recognis ed when the Group is required to make future payments as a result of employees’ services provided.

Defined benefit plan

The Group operates a defined benefit plan which is recognised in the balance sheet as the difference between the present value of the
estimated future benefits that will be payable to plan members and the fair value of the plan's assets. At reporting date, where the fair value of
the plan assets exceeds the present vaiue of the defined benefit obligations, the net surplus is recognised as an asset. When the fair value

of the plan assets is less than the present value of the defined benefit obligation, the net deficit would be recognised as a liability.

Based upon an annual actuarial review of the plan, an adjustment is made to recognise all movements in the carrying amount of the plan as
income or expense in the income statement, except for the portion of the movement that is attributable to actuarial gains and losses, which
are recognised directly in equity. Actuarial gains and losses represent the difference between previous actuarial assumptions of future
outcomes and the actual outcome, in addition to the effect of changes in actuarial assumptions.

Long service leave

The Group's net obligation in respect of long term service benefits, other than pension plans, is the amount of future benefit that employees
have earned in return for their service in the current and prior periods, in accordance with entitlements prescribed under relevant state
legistation. The obligation is calculated using the expected future increases in wage and salary rates including related on-costs and expected
settiement dates, and is discounted using the rates attached to the Commonwealth Government bonds at the balance sheet date which have
maturity dates approximating to the terms of the Group's obligations.

Wages, salaries and annual leave

Liabilities for employee benefits of salaries, wages and annual leave represent present obligations resulting from employees’ services
provided to reporting date, calculated at undiscounted amounts based on remuneration rates the Group expects to pay, including related on-
costs when the liability is expected to be settied.

Share based payment transactions
The Group operates the following plans under which employees may become entitled to performance options and share rights in the
Company:

- the Long Term Performance Plan (LTPP"), which is available at General Manager level and above; and

- Service Agreements in place with certain Executive Directors.

The fair value of performance options and share rights is measured at grant date and is recognised as an employee expense (with a
corresponding increase in equity) over the three year test period. The amount recognised as an expense is adjusted to reflect the actual
number of performance options and share rights that do not ultimately vest, provided the forfeiture is not due to a market condition.

The fair value of the performance options and share rights is determined by an external vatuer and takes into account the terms and
conditions upon which the performance options and share rights were granted.

The dilutive effect, if any, of outstanding performance options and share rights is refiected in the computation of diluted earnings per share.

in addition, the Group operates the Short Term Performance Plan ('STPP") for Senior Executives. Participants in the STPP have the
opportunity to voluntarily sacrifice part or all of the award payable under the STPP into deferred shares, known as a medium term incentive.
The cost of the deferred shares is recognised based on the market price at the time of allocation, with a corresponding increase in equity.
Refer to note 25 for further details on the share based payment transactions.

Tabcorp Hoidings Limited and its controlled antities 49




Notes to the financial statements Q“% Tabcorp
For the year ended 30 June 2006 -

1. Significant accounting policies and corporate information (continued)

{(w) Rental in advance
The payment made for rental in advance for the Star City casino site for 12 years has been deferred in the balance sheet at the nominal
amount and is being amortised over 12 years commencing from the date of issue of the casino licence in 1994.

The payment made for rental in advance in respect of a property adjacent to the Star City casino has been deferred in the balance sheet at the
nominal amount and is being amortised over 95 years commencing from the commencement of the rental of the site in 1997.

(x) Deferred revenue
Deferred revenue includes subscriptions received before the end of the financial year, but relating to future periods.

(y) lIssued capital
Issued and paid up capital is recognised at the fair value of the consideration received.

Any transaction costs directly attributable to the issue of ordinary shares are recogniséd directly in equity, net of 1ax, as a reduction of the
share proceeds received. '

The balance of fimited recourse loans provided to employees to participate in employee share plans are recorded as a reduction in issued
capitat. No such loans have been granted since 2003.

Shares held in the Company by a special purpose entity established to administer an empioyee share plan are recorded as a reduction in
issued capital. Al shares were disposed of prior to 31 December 2005.

The amount which has been credited to the employee equity benefit reserve in relation to performance options and share rights is transferred
to issued capital when vesting of the relevant performance options and share rights occurs.

(z) Segment reporting
A segment is a distinguishable component of the Group that is engaged in providing products or services which are subject to risks and
rewards that are different from those of other segments.

(aa) Earnings per share
Basic earnings per share is calculated as net profit attributable to members of the Company, adjusted to exclude any costs of servicing equity
(other than dividends), divided by the weighted average number of ordinary shares, adjusted for any bonus element.

Diluted earnings per share is calculated as net profit attributable to members of the Company, adjusted for:
- costs of servicing equity (other than dividends);
- the after tax effect of dividends and interest associated with dilutive potential ordinary shares that have been recognised as expenses;
and
. other non discretionary changes in revenue or expenses during the period that would result from the dilution of potential ordinary
shares
divided by the weighted average number of ordinary shares and dilutive potential ordinary shares, adjusted for any bonus element.

(ab) Capitalised costs
Capitalised costs relating to development projects and potential business acquisitions are recognised as an asset when it is:
- probable that any future economic benefit associated with the item will fiow to the entity: and
- it can be reliably measured.

it it becomes apparent that the development or acquisition will not occur the amount is expensed to the income statement.
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Consolidated Tabcorp Holdings
2006 2005 2006 2005
$m $m $m $m
2. Revenue and expenses
Revenue and expenses from continuing operations
(a) Other revenues:
Finance revenue 9.4 11.6 1.7 0.5
Dividend revenue received from controlled entities - - 471.0 588.0
Other revenue items 48.5 449 14.6 17.9
57.9 56.5 487.3 606.4
(b) Other income:
Net gain on disposal of property, plant and equipment 8.5 2.6 0.2 0.1
Net loss on disposal of controlied entity - (1.2) - -
Net gain on disposal of businesses 0.6 1.4 - -
Net foreign exchange gain 2.7 1.0 - -
11.8 35 0.2 0.1
(c) Depreciation:
- buildings 8.3 124 - -
- leasehold improvements 13.7 16.5 - -
- plant and equipment 83.7 80.8 1.0 0.3
105.7 109.7 1.0 0.3
{(d) Amortisation:
- NSW wagering licence 3.7 3.7 . -
- Star City and Treasury casino licences 3.2 3.2 - -
- Queensiand Keno licence 2.3 2.2 - -
- customer contracts and relationships 0.2 0.2 - -
- software 13.6 14.0 0.7 0.5
- rights fo management agreement - 2.8 - -
- rental in advance 10.0 10.0 - -
- other 0.4 0.6 - -
334 36.7 0.7 0.5
{e} Impairment:
- goodwill 59.7 93.2 - -
- software 6.7 - - -
- assets held for sale 2.1 - - -
68.5 93.2 - -

1.1
it
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Consolidated Tabcorp Holdings
2006 2005 2006 2005
$m $m $m $m
2. Revenue and expenses (continued)
(f) Emptoyment costs:
included in empioyment costs:
- defined benefit plan expense 13 33 13 3.3
- defined contribution plan expense 334 328 0.8 0.5
- share based payments expense 3.8 2.0 1.3 1.1
38.5 38.2 34 4.9
{g) Operating lease rentais:
- minimum lease payments ) ] ) 258 32.8 22 2.2
(h) Finance costs:
- other parties 161.2 180.1 0.2 -
- provision discount adjustment 4.7 2.0 - - -
165.9 182.1 0.2 -
Consclidated Tabcorp Holdings
2006 2005 2006 2005
$'000 $'000 $'000 $'000

3. Auditor's remuneration

Amounts received or due and receivable by Ernst & Young for:
- audit and review of the financial report of the Company
and any other entity in the Group 1,482 1,745 341 355
- other services in relation to the Company and any other
entity in the Group:

- regulatory 108 128 - -

- other assurance services 305 476 - -

. other services - 9 - -
1,895 2,358 341 355

The auditor of the Company and its controtled entities is Emst & Young. From time to time, Ermst & Young provides other services to the
Group, which are subject to strict corporate governance procedures which encompass the selection of service providers and the setting of
their remuneration. The Chairman of the Audit Committee must approve any other services provided by Emst & Young to the Group.
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Consolidated Tabcorp Holdings
2006 2005 2006 2005
$m $m $m $m
4. Income tax
(a) Income tax expense
The major components of income tax expense are: o
Current tax expense 224.8 191.7 {3.3) . 2.4)
Adjustments in respect of current income tax of previous years: . .
- affecting provision for income tax {3.0) (2.5) 0.2 -
- affecting deferred tax balances . (10.7) - {0.9) -
Deferred income tax expense relating to the origination and
reversal of temporary differences (58.7) 11.5 {0.3) 0.3
Income tax expensef(benefit) reported in the income statement 152.4 200.7 (4.3) (2.1)
Aggregate current and deferred tax relating to items
charged or credited to equity:
Change in value of cash flow hedges , {9.1) - - -
Actuarial gain/(loss) on defined benefit pian 1.1 (0.3) 1.1 (0.3)
Income tax expense/{benefit) reported in equity (8.0) (0.3) 11 (0.3)
income tax expense
A reconciliation between income tax expense and the
product of accounting profit before income tax multiplied by
the income tax rate is as follows:
Accounting profit from continuing operations before income tax expense 695.0 636.1 459.1 577.9
At the Group's statutory income tax rate of 30% (208.5) (190.8) (137.7) (173.4)
- Dividends received - - 1413 176.4
- impairment of goodwill (17.9) (28.0) - -
. Amortisation of rights to management agreement - (0.8) - -
- Prepaid rent (6.0) (4.6) - -
- Depreciation - 36 - -
- International business costs {4.1) - - -
- Sundry items 3.0 {0.3) 0.4 (0.6}
- Recognition of tax benefit upon entry into tax consolidation and
resetting tax vatues © 70.7 18.3 - -
- Share based payments expense (1.2) (0.6) (0.4) (0.3)
- Sale of property gains/(losses) 0.5 - - -
- Qver provision in prior years 1.1 2.5 0.7 -
Aggregate income tax {expense)/benefit (152.4) (200.7) 4.3 2.1

(i) Refer to note 4(c).
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4. Income tax (continued)
(b} Deferred tax assets

The balance comprises temporary differences
attributable to:

Amounts recognised in profit or loss:

Doubtful debts

Employee benefits

Merger/acquisition costs

Workers' compensation

Provision for management agreement

Provision for restructuring costs

Provision for onerous contract - surplus lease space
Fair value of cross currency swaps

Borrowing expenses

Minor assets

Other provisions

Tax losses

Accrued expenses

Jackpots

Amounts recognised directly in equity:

Actuarial gains/(losses) on defined benefit plans
Fair value of cash flow hedges

Movements:

Opening balance at 1 July

Application of AASB 139

Acquisition of controlied entity
Credited/(charged) to the income statement
Credited/(charged) to equity

Closing balance at 30 June

(c) Deferred tax liabilities

The balance comprises temporary differences
attributable to:
Amounts recognised in profit or loss:
Prepayments
inventories
Accrued interest
Unclaimed dividend adjustment
Prepaid rent
Fair value of US doilar private placement
Falr value of interest rate swap options
intangibles
Licences
.. Property, plant and equipment
Other
Armnounts recognised directly in equity:
Actuarial gains/{losses} on defined benefit plans

Tabcorp Holdings Limited and ils controfled entities

Consolidated

Tabcorp Holdings

2006 2005 2006 2005
Note $m $m $m $m
3.3 3.2 - -
19.9 20.9 0.6 0.9
4.5 5.0 - .
. 0.6 . -
19.1 24.7 - -
32 3.4 - -
2.1 1.6 - -
3.6 - - -
0.1 - - -
1.5 8.2 0.1 0.2
49 4.9 0.1 (1.0)
0.6 - 0.6 -
7.0 12.1 0.8 1.4
3.4 1.8 - -
- 0.4 - 0.4
10.1 - - -
83.3 86.8 2.2 1.6
86.8 106.8 1.6 2.6
35(f) 0.8 - - -
31 - 16.5 - -
(13.4) (35.8) 0.6 (1.3)
9.1 0.3 - 0.3
83.3 86.8 2.2 1.6
4.7 4.9 - -
3.0 23 . -
0.1 0.1 - -
4.6 4.5 - -
32.9 28.6 - -
3.2 - - -
0.1 - - -
5.2 309 0.2 -
189.9 192.6 - -
84.3 145.5 0.3 0.4
SRR g e
0.4 - 04 -
329.4 410.4 .9 0.4
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Consolidated Tabcorp Holdings
2006 2005 2006 2005
Note $m $m $m $m
4. Income tax (continued)
{c) Deferred tax liabilities (continued)
Movements:
Opening balance at 1 July 410.4 2473 0.4 08
Acquisition of controited entity 31 - 185.6 - .
Charged/(credited) to the income statement (82.1) {22.5) (0.6) (0.4)
Charged/(credited) to equity 1.1 - 11 -
Closing balance at 30 June 329.4 410.4 0.9 0.4

Tax Consolidation

Effective 1 July 2002, Tabcorp Holdings Limited (the 'Head Company') and its 100% owned subsidiaries formed an income tax consolidation
group. Members of the tax consolidation group entered into a tax sharing arrangement that provides for the allocation of income tax liabilities
between the entities should the Head Company default on its tax payment obligations. At balance date, the possibility of default is remote.

Jupiters Limited and its 100% controlled entities joined the Tabcorp Holdings Limited tax consolidation group with effect from the date of
acquisition. Anincome tax benefit of $18.3 million was recognised in the 2005 year as a result of resetting the tax values of certain assets.

Tab Limited and its 100% controlled entities joined the Tabcorp Holdings Limited tax consolidation group when full beneficial share
ownership was attained on 20 September 2004. An income tax benefit of $70.7 million is recognised in the current year resulting from the
finalisation of resetting the tax values of certain assets.

Tax effect accounting by members of the tax consolidation group

Members of the tax consolidation group have entered into a tax funding agreement effective from 1 July 2005. Under the terms of the tax
funding agreement, the Head Company and each of the members in the tax consolidation group have agreed to make a tax equivalent
payment to or from the Head Company, based on the current tax fiability or current tax asset of the member. Deferred taxes are recorded by
memuers of the tax consolidation group in accordance with the principles of AASB 112 'Income Taxes'. Calculations under the tax funding
agreement are undertaken for statutory reporting purposes.

The allocation of taxes under the tax funding agreement is recognised as an increase/decrease in the subsidiaries’ intercompany accounts
with the tax consolidation group Head Company. The Group has chosen to adopt the Group Allocation method as outlined in UIG 1052 Tax
Consolidation Accounting' as the basis to determine each members current and deferred taxes. The Group Allocation method as adopted by
the Group will not give rise to any contribution/distribution of the subsidiaries’ equity accounts as there will not be any differences between the
current tax amount that is allocated under the lax funding agreement and the amount that is allocated under the Group Allocation method.

As this is the first year the Tabcorp Holdings Limited tax consolidation group has had a tax funding agreement, the impact of UIG 1052 Tax
Consolidation Accounting' required various prior year adjustments. These included adjustments to equity and the recognition of
increases/decreases in the member's intercompany accounts with the tax consolidation group Head Company.
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5.

(a)

Consolidated
2006 2005
Note $m $m

Tabcorp Holdings
2006 2005
$m $m

Dividends

Dividends declared and paid during the year on
ordinary shares:
{a) Final dividend for 2005 of 41.0 cents
{2004: 36.0 cents) 215.2 186.1
(b} Interim dividend for 2006 of 44.0 cents
(2005: 40.0 cents) 231.0 208.2

215.2 185.1

231.0 208.2

20(b) 436.2 393.3

446.2 393.3

Dividends declared after balance date

Since the end of the financial year, the directors declared the

foliowing dividend:

Final - 45.0 cents per share (2005: 41.0 cents per share) ' 236.2 214.8

236.2 214.8

The financial effect of this dividend has not been brought to
account in the financial statements and will be recognised
in subsequent financial reports (refer to note 32(a)).

Franking credit balance

Franking credits availabie at the 30% corporate tax rate
after allowing for tax payable provided for in the financial
statements, payment of dividends provided and receipt of
dividends receivable as at balance date - calculated under
the tax paid basis:

Franking credits available once the impact of dividends
declared after balance date has been incorporated:

Dividends on ordinary shares are fully franked at a tax rate of 30% (2005: 30%).

Earnings per share

Earnings used in calculating earnings per share

Basic and diluted earnings per share
Net profit attributable to members of the parent entity from
continuing operations used in calculating earnings per share

214.9 184.3

113.7 20.6

Consolidated

Tabcorp Holdings Limited and its controfled entities

2006 2005

$m $m

543.4 433.4
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6.
(b)

(c)

Earnings per share (continued)

Weighted average number of shares used as the denominator

Consolidated

2006 2005

Number Number

Weighted average number of ordinary shares used in calculating basic earnings per share 524,740,823 516,773,179

Effect of dilution:

- Options and performance options ’ 482,206 564,830

- Share rights ) 226,285 174,568

Weighted average number of ordinary shares adjusted for the effect of dilution 525,449,314 517.512,577
Weighted average number of converted, lapsed or cancelied potential ordinary shares

86,466 24,671

included in diluted earnings per share.

information concerning the classification of securities

(i) Options and performance options

Options and performance options granted to employees are considered to be potential ordinary shares and have been included in the
determination of diluted earnings per share to the extent to which they are dilutive. The options and performance options have not been
included in the determination of basic eamings per share. Details relating to options and performance options are set out in note 25,

The following options and performance options granted are not included in the calculation of diluted eamings per share because they are not
dilutive. These options and performance options could potentially dilute basic earnings per share in the future:

Consolidated

2006 2005

Note Number Number

. |ssue date 7 September 2004 25 1,042,225 1,180,580
. issue date 3 March 2005 25 74,097 84,606
- lssue date 7 September 2005 25 1,277,029 -
- Issue date 3 March 2006 25 143,872 -
- lssue date 3 April 2006 25 112,500 -

(i) Share rights
Share rights granted to employees are considered to be potential ordinary shares and have been included in the determination of diluted
earnings per share to the extent to which they are dilutive. The share rights have not been included in the determination of basic earnings per

share. Details refating to share rights are set out in note 25.

There have been no other significant transactions involving ordinary shares of potential ordinary shares between the reporting date and the
date of completion of these financial statements.

Consolidated Tabcorp Holdings
2006 2005 2006 2005
Note $m $m $m $m
Cash and cash equivalents
Cash on hand and in banks 112.8 91.6 1.3 0.2
Short term deposits, maturing within 30 days 93.8 117.8 45.3 0.2
22{a) 206.6 209.4 46.6 0.4
Refer to note 34 for details on the cash holdings and interest rates applicable.
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Consolidated Tabcorp Holdings
2006 2005 2006 2005
Note $m $m $m $m
8. Receivables
Current
Trade debtors ¥ 29.3 51.3 - -
Aliowance for doubtful debts (10.9) (11.2) - -
' 18.4 40.1 - .
Sundry debtors 16.3 3.3 0.2 05
Amounts receivable from controlled entities 29 - - 2,6324 2,651.6
34.7 43.4 2,632.6 2,652.1
(i) Trade debtors are non-interest bearing and are generally on 30-80 day terms.
9. inventories
Consumable stores at cost 15.9 13.7 . -
Provision for obsolescence (1.7) (1.8) - -
14.2 11.9 - -
Finished goods and stores at net realisable value 0.8 3.4 - -
15.0 15.3 - -
10. Other assets
Current
Prepayments 14.0 18.2 0.8 2.6
Renta! in advance 5.0 11.3 - -
Development costs © - 2.2 - 2.2
Derivatives at fair value 1.8 - - -
Other : 1.5 0.2 - -
223 318 0.8 4.8
Non current
Prepayments 1.0 10.1 - -
Rental in advance 11.8 16.6 - -
Loans - 1.5 . -
Derivatives at fair value 29.7 - - -
Pension asset 26 1.3 - 1.3 -
Other 0.7 1.0 - -
4.5 29.2 1.3 -

(i) Costs incurred in relation to the bid for the Singapore Integrated Resort. The Group withdrew from the bidding process in the 2006
financial year and the costs were expensed.
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Consolidated Tabcorp Holdings
2008 2005 2006 2005
$m $m $m $m
11. Assets held for sale
Surplus land and buildings - 298 - .

Surplus tand and buildings held in Queenstand were sold during the financial year for $40.2 million. Thg resuit on sale of these assets is
disclosed at note 2. .

12. Property, plant and equipment

Land and buildings:

Freehold land
- atcost 112.8 116.5 - -
Buildings:
- at cost 805.4 794.0 - -
- accumulated depreciation (87.1) (76.9) - -
718.3 7171 - .
Total land and buildings, net 831.1 833.6 . -
Capital works in progress: ]
- atcost 168.5 45.9 1.2 8.6
Leasehold improvements:
- atcost 315.7 310.8 - -
- accumulated depreciation {90.5) {76.1) - -
Total leasehold improvements, net 225.2 2348 - -
Ptant and equipment:
- atcost 909.1 882.4 9.0 57
- accumulated depreciation {626.5) (553.8) {4.5) (4.0)
Total plant and equipment, net 282.6 328.6 4.5 1.7
1,507.4 1,442.9 15.7 10.3
Reconciliations Capital
Freehold Leasehold works in Plant and
land Buildings improvements progress equipment
$m $m $m - $m $m
2006 - Consolidated
Carrying amount at beginning of year 116.5 7171 234.8 45.9 328.6
Additions - 10.0 52 126.3 449
Reclassificationvtransfer - - . 3.7) 2.7
Disposals/write down - (0.3) (0.4) - (2.8)
Transfer to assets held for resale (3.7) - - - -
Depreciation/amortisation expense - {8.5) {14.4) - (90.8)
Carrying amount at end of year 112.8 718.3 225.2 168.5 282.6
2006 - Tabcorp Holdings Limited
.. Carrying. amount 3t heginNiNg Of YEAM. .. . . oo T D e BB 17
Additions - - - 65
Reclassification/transfer - - - {3.9) 3.9
Disposals . - - - 0.1)
Depreciation/amortisation expense - - - - {1.0)
Carrying amount at end of year - . - 11.2 4.5
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12. Property, plant and equipment (continued)

13.

Recongciliations (continued)

2005 - Consolidated

Carrying amount at beginning of year
Acqguisition of controlled entity
Additions

Reclassification/transfer
Disposals/write down

Transfer to assets held for resale
Depreciation/amortisation expense
Carrying amount at end of year

2005 - Tabcorp Holdings Limited
Canying amount at beginning of year
Additions

Reclassification/transfer

Disposals

Depreciation/amortisation expense
Carrying amount at end of year

Intangible assets - licences

Victorian wagering and gaming licence:

- atcost

NSW wagering licence:
- atcost
- accumuiated amortisation

Star City and Treasury casine licences:

- atcost
- accumulated amortisation

Queensiand Keno licence:
- atcost
- accumulated amortisation

Tabcorp Holdings Limited and its conirolled entities

Note

N

Capital

Freehold Leasehold works in Plant and
land Buildings improvements progress equipment
Sm $m $m $m $m
134.7 712.0 2195 41 . 2970
5.5 489 2486 10.8 852

- 1.1 8.1 44.6 45.0

1.1 0.6 - (7.3) 50
(7.0) (32.2) - {6.3) (15.2)
(17.8) - - - -
- (13.3) {17.4) - (88.4)
116.5 7171 2348 45.9 328.6
- - - - 2.0
- . - 8.4 08
- - - 0.2 (0.2)
- - - - (0.1)
- - - - (0.8)
. - - 8.6 1.7
Consolidated Tabcorp Holdings

2006 2005 2006 2005

$m $m $m $m
597.2 597.2 597.2 597.2

339.1 339.1 - -

(7.4) (3.7) - -

331.7 335.4 - -

204.7 294.7 - .

(31.1) (27.9) - -

263.6 266.8 - -

43.7 43.7 - -

(6.1) (3.8) - -

376 39.9 - -
1,230.1 1.239.3 597.2 597.2
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13. Intangible assets - licences (continued)
liati
Reconciliations Victorian Star City &
wagering & NSW Treasury Queensiand
gaming wagering casino Keno
licence licence licences ficence
Note $m $m Sm $m
2006 - Consolidated
Carrying amount at beginning of year 597.2 3354 266.8 39.9
Amortisation expense - {3.7) {3.2) (2.3)
Carrying amount at end of year 597.2 331.7 263.6 37.6
2006 - Tabcorp Holdings Limited
Carrying amount at beginning of year 597.2 - - -
Carrying amount at end of year 597.2 - - -
2005 - Consolidated
Carrying amount at beginning of year 597.2 - 270.0 42.1
Additions through acquisition of entities 31 - 339.1 - -
Amortisation expense - (3.7) (3.2) (2.2)
Carrying amount at end of year 597.2 335.4 266.8 39.9
2005 - Tabcorp Holdings Limited
Carrying amount at beginning of year 597.2 - - -
Carmying amount at end of year 597.2 - - -
Consolidated Tabcorp Holdings
2006 2005 2006 2005
$m $m $m $m
14, intangible assets - other
Goodwill:
- atcost 3,537.5 3,6375 - -
- accumulated impairment © {152.9) (93.2) - -
3,384.6 3,444.3 - -
Customer contracts and relationships:
- atcost 29 2.9 - -
- accumulated amortisation (0.5) (0.2) - -
24 2.7 - -
Software:
- atcost 167.0 1221 235 6.1
- accumulated amortisation and impairment {98.8) (78.8) (5.4) (4.7)
68.2 43.3 18.1 1.4
Other:
- at cost 20.5 18.6 - -
- accumulated amortisation {0.8) {0.4) - -
19.7 18.2 - -
Brand names at cost 108.9 105.9 - -
. Broadcastrightsatcost. .. ... ... .. ... . ... ... .. 2 O - R SO
Media content at cost 24.1 241 -
3,611.4 3.645.0 18.1 1.4
61
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Notes to the financial statements
For the year ended 30 June 2006 % Tabcorp

15. Impairment testing of goodwill and intangibles with indefinite lives (continued)

Discount and growth rates used in the recoverable amount calculation for each cash generating unit

Conrad
Wagering Wagering Jupiters & SKY Gaming Queensland
Victoria NSW Star City Treasury Channel Victoria Keno
(Wagering) . (Wagering) {Casinos) {Casinos) (Media) {Gaming) . (Gaming)
Discount rate {pre-tax} 11.4%  114% 11.4% 11.4% 12.5% 11.4% O 114%
Growth rate beyond five years 25% 2.5% 4.0% 4.5% 2.0% 4.5% 2.5%
Terminal growth rate - 2.0% 2.0% 2.0% 2.0% - 2.0%

Key assumptions used in value in use calculations for 30 June 2006
The following describes the key assumptions on which management has based its cash flow projections for the initial five year period when

determining the value in use of the above cash generating units:

Cash flow projections were those achieved in the previous years, adjusted for expected growth, planned initiatives and other factors.
The respective state tax regimes under which the Group operate remain largely unchanged.

There are no further regulatory amendments which adversely impact gaming patronage of profitability of the casino properties.

The Victorian wagering and gaming ficence is assumed to expire in 2012, at which time the Company would receive a cash refund of
$687 million being the original cost of the licence plus a 15% premium. The premium is based on a formula outlined in the Gambling
Regulation Act, and it is assumed the Group has met the required revenue growth rates to achieve the premium.

Consolidated Tabcorp Holdings
2006 2005 2008 2005
Note $m Sm $m $m
16. Payables
Current
Trade creditors and accrued expenses - unsecured 34(a) 345.4 306.0 16.1 6.2
85
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Consolidated Tabcorp Holdings
2006 2005 2006 2005
$m $m $m $m
17. Interest bearing liabilities
Current
Bank foans - unsecured 390.0 390.0 - -
Non current .
Bank loans - unsecured - 653.7 755.0 - -
Medium term notes *:
- fixed interest rate . ' 382.3 385.0 - -
- floating interest rate 64.8 65.0 . -
Private placement *:
- USdollar® X 829.2 838.6 - -
- Australian doliar ' 99.6 100.0 - -
2,029.6 2,143.6 - -
(i) Mature in October 2011.
(i)  Mature in December 2014, December 2016 and December 2019,
(i)  Aggregate US dollar principal of $625 miifion.
Fair value disclosures
Details of the fair value of the Group’s interest bearing liabllities are set out in note 34(a).
Financing arrangements
The Group has access to the following financing facilities:
Total unsecured bank revolving & term loan facilities 1,550.0 1,550.0 - -
Amount of facilities unused 503.0 405.0 - -

The facilities consisted of:
2006:
- a $265 million syndicated revolving facility expiring 18 October 2006;
- a $375 million syndicated revolving facility expiring 1 April 2008;
- a $260 million syndicated revolving facility expiring 1 April 2010;
- a $125 million revolving facility expiring 18 October 2006;
- a $180 million revolving facility expiring 1 Aprii 2008;
- a $145 million revolving facility expiring 1 Aprit 2010; and
- a $200 million revolving facitity expiring 28 March 2010.

- a $265 million syndicated revolving facility expiring 19 October 2005;
- a $375 million syndicated revolving facility expiring 1 Aprit 2008;

- a $260 million syndicated revolving facility expiring 1 April 2010;

- a $125 million revolving facility expiring 19 October 2005;

- a $180 million revolving facllity expiring 1 April 2008;

- a $145 million revolving facility expiring 1 April 2010; and

- & $200 million revoiving facility expiring 28 March 2010.

Each of the above facilities is subject to a negative pledge agreement under which the Group undertakes to comply with financial
undertakings as to its tangible net worth, gearing and interest cover.

Tabcorg Hoidings Limited and its controlled entities 66
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18. Provisions

Current

Employee benefits

Workers" compensation %

Onerous contract - surplus lease space

Management agreement - Gold Coast and Brisbane casinos
Restructuring costs

Other %

(e}

Non current

Employee benefits

Onerous contract - surplus lease space

Management agreement - Gold Coast and Brisbane casinos '

Other

Reconciliations

Consolidated

Tabcorp Holdings

2006 2005 2006 2005
$m $m $m $m
54.5 50.4 1.9 2.0
14.6 14.9 - -

15 22 - .
17.9 18.4 - -
10.6 10.0 - -
23.2 359 - 0.2

122.3 131.8 1.9 2.2
1.4 17.0 0.2 0.8

5.4 30 - -
457 63.6 - -

1.3 13 - -
63.8 84.9 0.2 0.9

Reéconciliations of the carrying amounts of each class of provision, including non current pravisions, except for employee benefits, at the end

of the current financial year are set out below.

(a) Workers' compensation
Carrying amount at beginning of year
Provisions made during the year
Payments made during the year
Unused amounts reversed
Carrying amount at the end of the year

(b) Onerous contract - surplus lease space
Carrying amount at beginning of year
Provisions made during the year
Payments made during the year
Carrying amount at the end of the year

{¢) Management agreement - Gold Coast and Brisbane casinos
Carrying amount at beginning of year
Payments made during the year
Carrying amount at the end of the year

{d) Restructuring costs
Carrying amount at beginning of year
Provisions made during the year
Payments made during the year
Unused amounts reversed

_Carying.amountattheend of the Year .

{e)} Other
Carrying amount at beginning of year
Decrease through disposal of a business
Provisions made during the year
Payments made during the year
Unused amounts reversed
Utilisation of provision
Carrying amount at the end of the year

Tabcorp Holdings Limited and its controlled entities

Consolidated
2006
$m

14.9

5.0
(4.2)
(1.1)
14.6

Tabcorp Holdings
2006
$m

AL

0.2

{0.2)

.l




Notes to the financial statements
For the year ended 30 June 2006 QVS Tabcorp

18. Provisions (continued)

{a) Workers' compensation
The Casinos self insure for workers' compensation in both New South Wales and Queensland. A valuation of the estimated claims liabifity for
workers' compensation is undertaken annually by an independent actuary in each state:
New South Wales - Mr Andrew Cohen FIAA FIA and Mr Mark Hurst FIAA (Finity Consuiting Pty Ltd); and
Queensiand - Mr Frank Funder FIAA

The valuations are prepared in accordance with the relevant legislative requirements of each state and Professional Standard 300 of the
institute of Actuaries. The estimate of claims liability includes a margin over case estimates to allow for the future development of known
claims, the cost of incurred but not reported (IBNR) claims and claims handling expenses, which are determined using a range of
assumptions.

The Group provides a risk margin in addition to the actuarially estimated claims liability.

(b) Onerous contract - surplus iease space
a. Star City Pty Ltd
In 1995, a 15 year non cancellable lease contract was entered into by Star City Pty Ltd for commercial premises in Ultimo, New South Wales.
A surplus lease space provision has been recognised as the premises are not occupied by the Group and the lease expenses exceed the
rental income from a number of sub-leases to third party tenants. The provision represents the present value of the estimated liability for the
Group to the expiration of the lease in April 2010 for its obligations under the lease agreement, assuming no further space is sub-let.

b. TAHAL Ltd (formerly AWA Ltd)

A subsidiary of Jupiters Limited leased two premises in North Ryde, New South Wales at the time of the acquisition by the Group in 2003.
Following the acquisition of Tab Limited and the subsequent divestment of the gaming business in 2004, both premises became surplus to
requirements and a provision was recognised for the estimated future liability for the Group to expiration of the final lease term in July 2006,

{¢) Management agreement - Gold Coast and Brisbane casinos
The Treasury and Gold Coast Casinos were managed by a third party under contract at the time of the acquisition of Jupiters Limited by the
Group in 2003. A provision of $115.9m was included in the determination of the fair value of the net assets and liabilities acquired. The contract
matures in April 2010.

(d) Restructuring costs
This restructuring provision was recognised following the acquisition of Tab Limited in July 2004 and relates principally to the consolidation of
its functions with the Group. The restructuring plan is expected to be completed in the next financial year.

Consolidated Tabcorp Holdings
2006 2005 2006 2005
Note $m $m $m $m
19. Other liabilities
Current
Deferred revenue 0.7 13.9. - .
Other 4.5 . - -
5.2 13.9 - -
Non current
Deferred revenue - 0.2 . .
Pension liability 26 . 1.4 - 1.4
Derivatives at fair value 34(a) 734 - .
73.4 1.6 - 1.4
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Consolidated Tabcorp Holdings
2006 2005 2006 2005
$m $m $m $m
20. Capital and reserves
(a) lssued capital
Ordinary shares “ 3,199.6 3,187.3 3,199.6 3,187.3
Treasury shares ™ (23.3) {32.5) (2.4) (1.2)
3,176.3 3,154.8 3,197.2 3,186.1

{i) Ordinary shares

There is only one class of share {ordinary shares) on issue. These ordinary shares entitle the holder to participate in dividends and

proceeds on winding up of the Company in proportion to the number and amounts paid on the shares held. On a show of hands every holder
of ordinary shares present at 2 meeting in person or proxy. is entitled to one vote, and upon a poll each share is entitled to one vote. The
Company does not have authorised capital nor par value in respect of its issued shares.

Consolidated Tabcorp Holdings
2006 2005 2006 2005
$m $m $m $m
Issued and fuily paid 3,199.6 3,187.3 3,199.6 3.187.3
2006 2005
Number of Number of
Note shares $m shares $m
Movements in ordinary share capital:
Ordinary share capital at the beginning of the financial year 523,918,865 3,187.3 423,483,461 1,752.9
Issues.
- consideration for acquisitions 31 - - 90,154,731 1,288.3
. deferred share plan ® 8,151 0.1 - -
- dividend reinvestment plan - - 9,780,673 149.2
- options, performance options and share rights exercised 1,108,072 13.8 500,000 6.3
- buy backs (108,072) (1.7) - -
. transfer from employee equity benefit reserve * - 1.1 - -
. net outlay to purchase shares - {1.0) - -
Share issue costs - - - (8.4)
Ordinary share capital at the end of the financial year 524,927,016 3,199.8 523,918,865 3,187.3

{a) Referto note 25 for details of the employee deferred share plan.
{b)  Transfer on vesting of performance options and share rights.
{c)  Netoutlay for the purchase of Company shares for performance options and share rights exercised by certain executives in lieu of

issuing new share capital.
(i) Treasury shares

Treasury shares comprise:
. the balance of limited recourse loans provided to empioyees in employee share plans (toans ceased being granted in 2003);
. the unvested portion of deferred shares issued to certain business unit Chief Executives as a sign-on incentive; and
- shares in the Company held by a special purpose entity established to administer an empioyee share pian (all shares
were disposed of prior to 31 December 2005).

Consolidated Tabcorp Holdings

2006 2005 2006 2005
e s e S

Movements in treasury shares:

Treasury shares at the beginning of the financial year (32.5) (43.8) (1.2) (3.7}

Deferred shares issued (1.9} - (1.9) -

Share based payments expense 0.3 - 0.3 -

Disposai of shares 1.5 0.6 -

Repayments 9.3 10.7 0.4 2.5

Treasury shares at the end of the financial year (23.3) (32.5) (2.4) (1.2)

(8} Refer to note 25 for details of the employee share pians.
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Consolidated Tabcorp Holdings
2006 2005 2006 2005
Note $m $m $m $m
20. Capital and reserves (continued)
(b) Retained earnings
Moveme nits in retained earnings were as follows:
Retained earnings at the beginning of the financial year 101.2 61.8 489.7 303.7
Application of AASB 139 35(f) 0.7 - . -
Net actuarial gain/(loss) on defined benefit ptan 26 (0.7) 2.6 (0.7)
Net profit attributable to members of the parent entity 543.4 4334 463.4 580.0
Dividends paid 5 {446.2) (393.3) (446.2) (393.3)
Retained eamings at the end of the financial year 201.7 101.2 509.5 489.7
(¢) Reserves
Net unrealised gains/iosses reserve "
Balance at start of period . - . N
Application of AASB 139 35(f) (3.2) - - -
Net gains/(losses) on cash flow hedges {21.0) - - -
Total for the period (24.2) - - .
Employee equity benefit reserve w
Balance at start of period 2.6 0.6 2.6 0.6
Share based payments expense 3.5 2.0 35 2.0
Transfers lo share capital on vesting of performance options
and share rights 1.1 - 1.1) -
Total for the period 5.0 2.6 5.0 2.6
Total reserves (19.2) 2.6 5.0 2.6

Nature and purpose of reserves

(i) Records fair value changes on the portion of the gain or loss on a hedging instrument in a cash flow hedge that is determined to be an
effective hedge.

(i) Records the movement of equity penefits provided to executives and employees as part of their remuneration (refer to note 25).

Consolidated Tabcorp Holdings
2006 2005 2006 2005
Note $m $m $m $m
21. Minority interest

interest in:
Ordinary shares 49 - - .
Retained earnings {0.8) - - -
Closing balance 29(b) 4.1 - . .
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22. Notes to the cash flow statement

{a) Reconciliation of cash

For the purposes of the cash flow statement, cash includes cash on hand and in banks. deposits at call and bank accepted bills, net of
outstand ing bank overdrafts. Cash at the end of the financial year as shown in the cash flow statement is reconciled to the related items in the
batance sheet as follows:

Consolidated Tabcorp Holdings
2006 2005 2006 2005
$m $m $m . " $m
Cash on hand and in banks 7 112.8 91.6 1.3 0.2
Short term deposits. maturing within 30 days 7 93.8 117.8 45.3 0.2
: 206.6 209.4 46.6 0.4
(b) Reconciliation of net profit after tax from continuing operations
to net cash flows from operating activities
Net profit after tax from continuing operations 542.6 435.4 463.4 580.0
Add/({less) items classified as investing/financing activities:
- profit on sale of property, plant and equipment (8.5) (2.6) (0.2) (0.1)
- loss on sale of controlled entity - 1.2 . .
- profit on sale of businesses (0.6) (1.1) - -
- write off development costs 2.2 - 22 -
Add/{less) non cash income and expense items:
- depreciation expense 105.7 108.7 1.0 0.3
- amortisation expense 334 36.7 0.7 0.5
- impairment 68.5 93.2 - -
- share based payment expense 3.8 2.0 13 1.1
- net fair value change on derivatives 1.2 - - -
Net cash provided by operating activities before changes in 748.3 674.5 468.4 6581.8
assets and liabilities
Changes in assets and liabilities:
{Increase)/decrease in:
- trade and sundry receivables 8.6 20.3 0.3 (0.4)
- inventories 0.4 {0.3) - -
- prepayments 54 (0.9) 1.8 (2.3)
- accrued interest income 0.1 (0.4) - -
- amounts receivable from controlled entities - - (386.2) (116.2)
- deferred tax assets 13.2 13.0 (1.0) 20.8
- other assets {2.8) 3.0 (3.6) 0.2
{Decrease)/increase in:
- payables 51.6 (13.8) 9.9 0.4
" - provisions (30.5) (11.1) {0.8) 0.4
- deferred tax liabilities {80.0) (21.9) 0.1 304
- provision for income tax 1.1 {15.1) 5.5 (5.8)
- other liabilities {10.2) 13.9 (0.2) 1.4
Net cash from operating activities 705.2 661.4 94.2 510.7

{c) Non cash financing and investing activities

. 2005: Unider-the-terms-of the dividend reinvestment plan, $149.2 miilion.of dividends. were paid via the issue of 9,780,673 shares,
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22. Notes to the cash flow statement (continued)
(d) Disposal of a controlled entity

In December 2004, the Group disposed of 100% of its share capital in Jupiters Machine Gaming Pty Ltd. The operating results to that date
have been included in consolidated operating profit. '
Consolidated

i 2006 . 2005
Details of the disposal are as follows: $m $m
Proceeds on disposal:
Consideration (cash) - 41.8
The carrying amounts of assets and liabilities disposed of are:
Receivables - W7
inventory - 1.4
Assels held for resale - 39.2
Deferred tax assets - 1.9
Payables - (0.7)
Provisions - (0.5)
Net assets of entity sold - 43.0
l.oss on disposal - (1.2)
Consolidated Tabcorp Holdings
2006 2005 2006 2005
$m $m $m $m
23. Commitments
(a) Capital expenditure commitments
Plant and equipment
Contracted but not provided for and payable:
Not later than one year 32.7 20.4 0.8 0.4
Later than one year but not later than five years - 0.3 - 0.3
32.7 20.7 0.8 0.7
Software
Contracted but not provided for and payable:
Not later than one year 14.3 0.4 34 0.1
Later than one year but not later than five years - 5.9 - 5.9
14.3 6.3 3.4 6.0
(b) Operating lease commitments
Contracted but not provided for and payable:
Not later than one year 25.5 30.9 2.3 2.2
Later than one year but not later than five years 69.3 67.4 10.0 1.5
Later than five years 97.6 104.0 - -
1924 202.3 12.3 3.7
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Consolidated Tabcorp Holdings
2006 2005 2006 2005
$m $m $m $m
23. Commitments (continued)
(b) Operating lease commitments (continued)
Non cancellable sub leases exist in relation to the
operating lease commitments disclosed above with the
following future minimum lease payments contracted to be
received:
Not later than one year : 17 14 . X
Later than one year but not later than five years 4.0 4.5 - N
5.7 5.9 - N

The Group leases property under operating leases expiring from 1 to 87 years. Leases generally provide the Group with a right of renewal
at which time all terms are renegotiated. Lease payments comprise a base amount plus an incremental contingent rental. Contingent
rentals are based on either movements in the Consumer Price Index or are subject to market rate review.

Consolidated Tabcorp Holdings
2006 2005 2006 2005
$m $m $m $m
(c) Operating expenditure commitments
Contracted but not provided for and payable *:
Not later than one year 43.1 18.1 - -
Later than one year but not later than five years 161.3 79.5 - -
Later than five years 69.0 72.8 - -
273.4 170.4 - -
(i) Long term contracts for telecommunication services and racing club broadcast rights.
24. Segment information
The Group's primary format of segment reporting is on a business segment basis.
The Group has five main business segments:
Wagering Totalizator and fixed odds betting activities.
Gaming Gaming machine and Keno operations in licensed clubs and hotels.
Casinos Casino operations including hotels, apartment complex, theatres, restaurants and bars. \
Media National and interational broadcasting of racing and sporting events.
International Technology and product sales and development of opportunities outside of Australia.

Tabcorp Intemational was created as a separate business segment effective from 1 July 2005.

The Group's business segments are predominantly located in, and provide services to one geographical segment, Australia. Tabcorp
Intemational’s operations outside of Australia were not material in the reporting period.

inter segment pricing is determined on an arm’s-length basis.
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25. Employee share plans

The Cornpany has a number of share plans in operation which were established to:
- Enable eligible employees to own shares in the Company; and
- Provide equity-based instruments to senior executives and management as a component of their remuneration, comprising deferred
shares, performance options and share rights (where applicable).

The ma ximum number of shares that can be outstanding at any time under these pians is limited to 5% of the Company's issued capital.

These plans operate under the following names:
- Employee equity participation plans
General Employee Share Plan (ceased being offered in 2003)
Employee Deferred Share Plan

- Irncentive equity plans
Senior Executive Long Term Incentive Plan (ceased being offered in 2003)
Short Term Performance Plan T
L.ong Term Performance Plan

in addition, the Company granted equity based instruments to the Managing Director and Chief Executive Officer and certain business unit
Chief Executives as sign on incentives to compensate for equity arrangements that were forfeited following cessation with previous
employers.

The share based payments expense recognised in the income statement for the period is disclosed at note 2(f).

Detaiis of all employee share plans for the Company are as follows:

Shares issued to senior Shares issued to executive
executives & employees directors
Ordinary shares (number) 2006 2005 2006 2005
Total number issued to employees during the year ('000) 346 261 1,000 500
Total number issued to employees since commencement of ptan ('000) 12,278 11,932 5,500 4,500
Total number that have hecome avaitable for purchase ('000) 35,362 35,016 5,500 4,500
Purchase entitlements not taken up by employees are not available at
balance date for purchase
Total number of employees eligible to participate in plans at balance date 5,327 4,878 1 1
Tota! number of employees participating in pians at balance date 1,284 1,207 1 1
Total market value, at date of issue, of issues during the year ($'000) 5,495 4,188 16,390 7,395
Proceeds received from issues during the year {$'000) 5,490 3,577 12,610 6,305

(a) Issued under employment service agreements.

The nature of each plan and other relevant information is described below:
Employee equity participation plans
General Employee Share Plan ('GESP’)

The objective of the GESP was to provide the opportunity for eligible emplayees to own shares in the Company and align the interests of
employees with those of shareholders.

Under the plan, eligible employees received a loan from the Company to acquire shares at the prevailing market price at the time the shares
were aifocated. Loans under the plan are interest free and mature either five years after commencement or upon cessation of employment.
Employees are required to repay the foans by way of instaiments through salary deductions and are entitled to receive all dividends paid.

The plan ceased being offered to employees in 2003, however the remaining loans are not due to mature untii Septermber 2008 at the latest.

Employee Deferred Share Plan ('EDSP')

The EDSP was implemented in 2004 and replaced the GESP. As with the GESP. the objective of the EDSP is to provide the opporiunity for
eligible employees to own shares in the Company and align the interests of empleyees with those of shareholders.

Under the plan, participants elect to salary sacrifice a minimum of $1,000 per annum, which is used tc purchase the Company's shares in
guarterly instalments at the volume weighted average share price at the time of the share allocation. Loans are not provided to employees
under the plan, but it has been structured to enable employees o purchase shares in a tax-effective manner as permitted under Australian
taxation rules for employee share schemes.
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25. Employee share plans (continued)
Incentive equity plans
Senior Executive Long Term Incentive Plan (SELTIP’)

The objective of the SELTIP was to provice the opportunity for senior executives to own shares in the Company to more closely align their
interest with those of shareholders.

Participants received a loan from the Company to acquire shares at the prevailing market price at the time the shares were allocated. The final
aliocation in 2003 has a three year holding restriction on the shares.

Interest payable on the loan is required to be repaid bi-annu'ally' from dividends paid on the shares and is charged at the lower of either 4.0%
per annum (2005: 4.0% per annum) calculated on the outstanding loan balance at the date upon which dividends are paid or an amaount
equal to the dividend paid. net of the tax reimbursement.

Any dividends paid on the shares in excess of the interest payable under the loan are paid to the plan participants.

The plan ceased being offered in 2003, however the remaining loans only mature upon cessation of employment of the remaining
participants.

Short Term Performance Plan ("STPP')

The STPP was introduced in 2003 for senior executives and managers to replace previous incentive schemes. The plan finks the
achievement of individual, business unit, and Group financial and operational performance with the remuneration delivered to the executive
whao is accountable for delivering on those targets.

Based upon the reward mix approved at the 2003 Annual General Meeting, participants in the STPP have an entilement to receive a fixed
percentage of their total employment cost as a short term incentive payment. The entitiement is determined based upon an annual review and
assessment of an individual balanced scorecard of measures. A funding multiplier is then applied to this assessment, which leverages the
incentive payment based upon a combination of both Group and business unit profitability.

The STPP parameters provide participants with the opportunity to elect to receive their incentive payment as cash, superannuation or deferred
shares. ’

Long Term Performance Plan {LTPP’)

The LTPP was introduced in 2003 for senior executives to replace previous long term incentive schemes. The LTPP is designed to foster long
term alignment of individual, business unit and Group performance with the objective of providing a satisfactory return to shareholders. Under
the LTPP, participants receive an annual allocation of performance options and share rights in respect of the Company's ordinary shares.

The Board Remuneration Committee annually reviews and approves the selection of participants to be invited to participate in the LTPP.
Participation in the LTPP is intended as a component of total annual reward for executives whose performance is of strategic and operational
importance to the Company. Generally, participation is restricted to the Managing Director and Chief Executive Officer, the Chief Financial
Officer, Chief Executives, Chief Operating Officers, Executive General Managers and General Managers.

The proportion of an executive’'s annual reward that is comprised of performance options and share rights depends on the level of seniority of
the executive. The number of performance options and share rights allocated is determined using a model which assesses the projected
value at the first test date, being the third year after allocation. Performance options and share rights which have not vested are further tested
on the fourth and fifth anniversary of aliocation following which unvested performance options lapse. The assumptions used in determining
the future reward of performance options and share rights uses two key criteria, being:

- Projected average annual rate of growth in the share price over the vesting period (three years); and
. A risk free rate of return to discount the projected annual average share price growth over the vesting period back to the date of grant.

The performance hurdles to be attached to poth performance options and share rights are measured according to Tabcorp’s Total

Shareholder Retum (TSR} ranking against a peer group of companies, which refiects Tabcorp’s current business mix determined at the time
~ of granting the performance 0 ions and share rights. The peer group consists of the 100 targest Australian Stock Exchange ('ASX') listed
companies based on market capitalisation, excluding property trusts, infrasiructure groups and fining companies which aré Tepresented by
the S&P Gilobal Industry Classification Standards of Oil & Gas, Metals & Mining, Transportation Infrastructure and Real Estate. Due to changes
in the composition of companies listed on the ASX, the peer group will change at each date of grant.

Any award delivered by the LTPP wili only be realised when TSR meets or exceeds specified performance hurdles, which requires Tabcorp to
outperfarm at least 50% of its peer group of companies in terms of TSR.

All performance options and share rights will lapse immediately upon cessation of employment. However, the Board has the discretion in
special circumstances {for example, retrenchment, death and permanent incapacity} to vest all or part of the outstanding unvested
performance options and share rights.
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25. Employee share plans (continued)
Performance options and share rights which have already vested may be exercised for a period of 90 days following cessation of empioyment.
After this date, any vested performance options and share rights that have not been exercised will lapse.

The LTP P Plan Rules provide that without the pricr approval of the Board, performance options and share rights may not be transferred or
encumbered. The Board has not approved any transfers or encumbrances.

Service agreements

Options - . )

Options were granted to the Managing Director and Chief Executive Officer under a service agreement to acquire ordinary shares in the
Company. A number of these options vested upon commencement of employment which have been exercised. The remaining options
become exercisable through the satisfaction of certain performance hurdles within a five year period from commencement of employment.

Performance options, share rights and deferred shares

Performance options, share rights and deferred shares were granted to certain Chief Executives under service agreements, which vest three
years after commencement of employment in accordance with the performance hurdies contained in the LTPP Rules. The deferred share
allocation have a three year time-based vesting condition from commencement of empioyment, with a proportion vesting annually. There are no
performance hurdles for the deferred shares.

Set out below are summaries of performance options and share rights granted under long term performance plans and service agreements.
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25. Employee share plans (continued)
Notes to options, parformance options and share rights table

(i) Options granted under a service agreement. These options have not been recognised as an expense in the income statement as
AASB 2 'Share based Payment’ excludes options granted on or before 7 November 2002.

(i) Performance options and share rights granted under the LTPP.

(i) Denotes the weighted average share price at the date of exercise.

(a8) The options vested at grant date.

(b} These options can only be exercised if certain annual and cumulative benchmarks are achieved. At reporting date 85,165
(2005: 50,000) options were exercisable.

{c) These performance options and share rights can only be exercised if certain annual and cumulative benchmarks are achieved. At
reporting date these performance options and share rights had not yet vested. The first vesting date occurs three years after the grant
date.

{d) These performance options are not considered dilutive and are exciuded from the calculation of diluted earnings per share.

(e) These performance options and share rights are considered potential ardinary shares. The weighted number of potential ordinary
shares used in the calculation of diluted earnings per share in note 6 is 708,491 (2005: 739,398).

The weighted average remaining contractual life for the options, performance options and share rights outstanding as at 30 June 2006 is:
- Options and performance options: §.2 years (2005: 4.5 years)
- Share rights: 5.5 years (2005: 5.8 years)

Set out below are options exercised during the financial year and previous financial year and number of shares issued to
executive directors on the exercise of options.

Consolidated Tabcorp Holdings

Fair value of shares 2006 2005 2006 2005

Exercise date at exercise date Number Number Number Number
8 September 2005 $16.39 1,000,000 500,000 1,000,000 500,000

The fair value of shares issued on the exercise of options is the closing price at which the Company's shares were traded on the
Australian Stock Exchange on the day the options were exercised.

Options vested at the reporting date 85,165 1,050,000 85,165 1.050,000
Consolidated Tabcorp Holdings

2006 2005 2006 2005

$'000 $'000 $'000 $'000

Aggregate proceeds received from executive directors on the
exercise of options and recognised as issued capital 12,610 6,305 12,610 6,305

Eair value of the shares issued to executive directors on the
exercise of options as at their issue date 16,390 7,395 16,390 7.395

Fair value of equity instruments
The options, performance options and share rights have been independently valued at the date of grant using a Monte-Carlo simulation-based

model and Binomial Tree methcdalogy.
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25.

26.

Employee share plans (continued)

Fair valuie of equity instruments (continued)
The assumptions underlying the options, performance options and share rights valuations are:

Share price Expected Value per
atdate of  volatility in, Expected,, Risk free,,  performance Value per
Grant date Expiry date grant share price  dividend yield interest rate option share right
$ %o % % $ $
7-Oct-02 7-Oct-05 12.11 20.70 5.20 4.99I " 0.93 -
7-Oct-02 7-Oct-10 12.11 20.70 5.20 5.14 1.51 -
1-Dec-03  1-Dec-10 11.19 19.80. 6.00 5.98 1.3 5.65
7-Sep-04  7-Sep-11 14.57 16.00 4.90 5.53 1.81 8.72
3-Mar-05  3-Mar-12 16.81 16.00 4.50 5.56 2.16 10.29
7-Sep-05  7-Sep-12 16.35 16.00 4.95 5.10 1.86 10.01
3-Mar-06  3-Mar-13 15.00 16.00 5.00 5.31 1.73 9.21
3-Apr-06  3-Apr-13 15.85 16.00 5,00 5.40 2.01 9.75

(i) Reflects the assumption that the historical volatility is indicative of future trends.

(i) Reflects the assumption that the current payout ratio will continue with no anticipated increases.

(i) Represents the zero coupon interest rate derived from government bond market interest rates on the valuation date and vary according
to each maturity date.

(iv) Represents an average of the rates used 1o value each of the four tranches that comprise the issue.

Pensions and other post employment benefit plans

Superannuation funds

On 1 May 2005, the Group merged the three superannuation funds covering its employees and the employees of controlled entities, being the
Tabcorp Superannuation Fund, Jupiters Limited Superannuation Fund and Tab Limited Staff Superannuation Fund. The three superannuation
funds were merged into a Sub-Plan within the AMP SignatureSuper Master Trust, known as the Tabcorp Superannuation Plan.

The Tabcorp Superannuation Plan comprises:
(a) an accumulation section - providing benefits based on contributions accumulated with interest; and
(b} a defined benefit section (closed to new entrants) - providing benefits based on salary and length of service.

The Group contributes to the Tabcorp Superannuation Plan as follows:
{a) the accumulation section at rates specified in the governing rules; and
(b) the defined benefit section at rates recommended by the actuary.

in addition, the Group contributes superannuation on behalf of some employees to:
(a) Industry Funds as required by Enterprise Agreements; and
{b) other nominated superannuation funds following changes to superannuation legislation from 1 July 2005.
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26. Pensions and other post employment benefit plans (continued)

The following tables summarise the components of net benefit expense recognised in the Group's income statement and the funded status
and amounts recognised in the Group's balance sheet for the defined benefit section of the Tabcorp Superannuation Plan.

Consolidated Tabcorp Holdings
2006 2005 2006 ) 2005
$m $m Co$m_ $m
Movements in the net asset/{liability) recognised in the balance sheet
Net asset/(liability) for the defined benefit obligation at the beginning of
the year (1.4) 2.3 (1.4) 2.3
Expense recognised in the income statement (1.3) (3.3) {1.3) (3.3)
Actuarial gains/(losses) recognised in retained earnings 37 (1.0) 3.7 (1.0}
Employer contributions 0.3 0.6 0.3 0.6
Net asset/(liability) for defined benefit obligation at the end of the year 1.3 (1.4) 1.3 (1.4)
Net benefit expense recognised in the income statement
Current service cost 1.0 0.8 1.0 0.8
interest cost on benefit obligation 1.0 11 1.0 1.1
Expected return on plan assets {1.5) (2.5) (1.5) (2.5)
" plan assets used to fund contribution holiday 0.8 3.9 0.8 3.9
Net benefit expense 13 3.3 1.3 33
Actual return on plan assets 4.6 4.2 4.6 4.2
Reconciliation of the net asset/(liability) recognised on the
balance sheet
Present value of defined benefit obligation (22.6) (24.6) {22.6) (24.6)
Fair value of plan assets 23.9 23.2 23.9 23.2
Net benefit asset/(liability) - non current 1.3 (1.4) 1.3 (1.4)
The Group has a legal liability o make up a deficit in the plan and also a
legal right to benefit from any surplus in the plan.
Reconciliation of the present value of the defined benefit obligation
Opening defined benefit obligation (24.6) (23.8) {24.6) (23.8)
interest cost {1.0) (1.1) (1.0) 1.1
Current service cost {1.0) (0.8) (1.0) {0.8)
Benefits and taxes paid 35 4.0 35 4.0
Pian participants’ contributions (0.1) (0.2) (0.1) (0.2)
Actuarial gains/(losses) on obligation 0.6 (2.7) 0.6 (2.7)
Closing defined benefit obligation (22.6) (24.6) {22.6) (24.86)
Reconciliation of the fair value of plan assets
Opening fair value of plan assets 23.2 26.1 23.2 26.1
Expected return 1.5 2.5 1.5 2.5
Contributions by employer 0.3 0.6 0.3 0.6
Benefits and taxes paid {3.5) (4.0) (3.5) (4.0)
Pian participants’ contributions 0.1 0.2 0.1 0.2
Actuarial gains/(losses) 3.1 1.7 34 1.7
Plan assets used to fund contribution haliday {0.8} {3.6) {0.8) (3.9)
Fairvalue of plan assets e 239 232 23.9 232
Amounts recognised in the statement of recognised income and
expense
Actuarial gain/{loss) a7 (1.0} 3.7 (1.0}
Cumulative actuarial gains/{losses) 2.7 (1.0} 27 (1.0}
The history of experience adjustments is a8 foltlows:
Experience adjusiments - plan liabilities 0.3 - 0.3 -
Experierice adjustments - plan assets 3.0 - 3.0 -
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26. Pensions and other post employment benefit plans (continued)

The major categories of plan assets as a percentage of the fair value of total plan assets are as follows:

2006 2005

% %

Australian equities 29.0 29.0
intemational equities 29.0 29.0
Australia n fixed interest 10.0 10.0
Internationat fixed interest ' 13.0 13.0
Listed property . 7.5 7.5
Direct property 25 2.5
Cash 3.0 3.0
Other 6.0 6.0

The overall expected rate of retum on assets is determined based on the market prices prevailing on that date, applicable to
the period over which the obligation is to be settled.

Actuarial assumptions

The principal actuarial assumptions used in determining pension obligations for the Group’s plans are shown below (expressed as
weighted averages):

2006 2005
% pa % pa

Discount rate: .
- active members 4.9 4.4
- pensioners 5.8 5.1
Expected salary increase rate 45 4.5
Expected pension increase rate 2.5 2.0

Expected rate of return on assets:

- supporting lump sum liabilities 7.0 7.0
- supporting pensioner liabilities & 8.0 8.0

(i) Assets backing pension liabilities are not subject to tax.
Actuarial review

The maost recent actuarial review of the Tabcorp Superannuation Plan was undertaken as at 1 May 2005 by the Fund's Actuary, Mr John
Smith BA (Maths) FIAA of The Heron Partnership. Details of the Group’s defined benefit plan as extracted from that review:

$m
At 1 May 2005
Accrued benefits (21.5)
Net market value of plan assets 26.0
Surplus of net market value of plan assets over accrued benefits 4.5

————————

Employer contributions to the Group's defined benefit plan are pased on recommendations by the plan's actuary. Comprehensive actuarial
valuations are made at no more than three yearly intervals, and the last such assessment was made at 1 May 2005.

The objective of the valuation is to ensure that the benefit entittements of employees are fully funded by the time they become payable. To
achieve this objective, the actuary has used a method of determining accrued benefits that is consistent with Professional Standard 402 and
Guidance Note 454 issued by The Institute of Actuaries of Australia.

. .Funding._!ec.ommen_daﬁons_ma_d_e_py_,_th__e,__,augggg_[y_,gre SSt rpggg_gg"gfhy__ai_(}ggsﬂm__a__tters such as investment returns, future salary
Increases, insurance premiums and death and disablement rates and taxation rates. R

The financing method adcpted is to target coverage of vested penefits. Based an this financing method and the actuarial assumptions, the
actuary recommended that the Group maintain its current contribution rate in respect of defined henefit members.
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27.

(a)

(b)

Director and executive disclosures

Details -of key management personnel ('KMP')
{i) Directors

Michael Robinson Chairman

Matthew Siatter Managing Director & Chief Executive Officer
Anthony Hodgson Deputy Chairman

Paula Dvvyer Director {(non executive): since 30 August 2005
Philip Satre Director (non executive)

John Story Director {non executive)

Zygmunt Switkowski @ Director (non executive)

Richard Warburton Director (non executive)

Lawrence Wiliett Director (non executive)

Warren Wilson Director {(non executive): retired 28 November 2005

(a) Will be appointed a non executive director following the receipt of all necessary regulatory approvals.

(i} Executives

David Banks Chief Executive, Casinos: ceased 31 March 2006

Matt Bekier Chief Financial Officer: appointed 30 January 2006

Walter Bugno Chief Executive, Casinos: appointed 3 April 2006

Peter Caillard Chief Executive, Media '™

David Elmslie Chief Financial Officer: ceased 31 January 2006

Elmer Funke Kupper Chief Executive, Australian Business: appointed 27 February 2006
Paul Gulbenkian Executive General Manager, Tabcorp Internationat

Mohan Jesudason Managing Director, Gaming

George Mackey Executive General Manager, Technicat Services

Julia Nenke Executive General Manager, Human Resources

Michael Piggott Managing Director, Wagering

Anne Tasker Executive General Manager, Customer and Brand Development
Kerry Willcock Executive General Manager, Corporate & Legal

(b) Executives ceased to be key management personnel after the appointment of Mr Funke Kupper on 27 February 2006.

Compensation of key management personnel
{i) Compensation policy
The objective of the Group's reward structure is to reward for sustained performance and growth whilst attracting, motivating and retaining
quality people. The reward platform encompasses fixed and variable reward, to drive short, medium and long term incentives to support the
organisation’s future direction and business strategy. The key principles in developing and monitoring the reward structure are:

- to create shareholder value;

- maintain market competitiveness; and

- to measure and reward for individual and Group performance.

Alignment with these principles is achieved through a variable pay structure, based on competitive levels of reward, both fixed and at risk.

Set out below are summaries of the compensation of key management personnel.
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Notes to the financial statements
For the year eended 30 June 2006 Qﬁ Tabcorp

Consolidated Tabcorp Hoidings
2006 2005 2006 2005
$ $ $ $
27. Director and executive disclosures (continued)
(b) Compemsation of key management personnel (continued)
Compenssation by category: key management personnel o
Short term 11,245,613 10,168,352 11,245,613 9,835,325
Other long term ) 180,975 222,114 180,975 217,849
Post employment . 458,220 578,541 458,220 562,096
Termination benefits L 2,051,720 1,718,300 2,051,720 437.500
Share based payment . 2,426,298 2,547,328 2,426,298 2,547,328

16,362,826 15,234,635 16,362,826 13,600,098

(ii) Board Remuneration Committee .

The Board Remuneration Committee is responsible for reviewing and making recommendations to the Board on ali aspects of remuneration
policies for the Group including those governing the directors, the Managing Director and Chief Executive Officer, the Company Secretary,
executives and senior managers.

The main responsibilities of the Board Remuneration Commitlee are:

- establishing and maintaining appropriate compensation policies and practices to ensure transparent performance based reward
programmes in line with shareholder expectations;

- reviewing and recommending to the Board, the remuneration of the Chairman and non-executive directors;

- reviewing and recommending to the Board, the remuneration of the Managing Director and Chief Executive Officer,

- reviewing and approving remuneration of executives reporting to the Managing Director and Chief Executive Officer:

- reviewing and recommending to the Board terms and conditions of any incentive plans and approving the extent to which executives
m ay participate in these plans; and

- determining the appropriate comparator group and market position for executive roles given the increased scale and complexity of the
business with the objective of sustained performance and growth over time.

The Board Remuneration Committee reviews the Group's remuneration policies, practices, and fees at least annually. The Board
Remuneration Committee receives independent advice to assist in exercising its responsibilities.

(iii) Remuneration and reward mix

Advice sought from external consuliants reflects industry best practice for organisations that are a similar scale and complexity to the Group. In
determining remuneration policy and practice, the Board Remuneration Committee also considers the Group’s strategic positioning as the

most diversified entertainment and gambling group in Australia and recognition of intemational opportunities.

{iv) Non executive director remuneration ;
The Board seeks to set aggregate remuneration levels that provide the Group with the ability to attract and retain high calibre directors. The
fees paid to directors reflects the diversity, demands and responsibilities of those directors within a highly regulated environment.

Non executive director total emolument comprises a retainer fee and committee fee for representation on the Board/Commitiees as appointed.
The fees paid to the Chairman, Deputy Chair and Committee Chair are in recognition of changes in the regulatory and governance landscape.
and the increased accountability for undertaking such roles.
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27. Director and executive disclosures (continued)

{iv) Non executive director remuneration {continued)

Non executive directors do not receive any incentive or performance based payments and are not eligible to participate in any of the Group's
incentive schemes. This policy aligns with the principle of non executive directors' independence, ensuring they are acting independently of
performance criteria.

Directors' retirement allowances were quarantined and quantified in June 2003, and paid into each director's nominated complying
superannuation fund. Australian superannuation legistation does not extend to directors who reside outside of Australia, so any such director
receives cash in fieu of statutory superannuation contributions.

Following a review of Board Committee structures during the financial year to 30 June 2006, the Board determined that the Compliance
Committee's role and responsibilities be extended to include risk oversight and therefore the Committee became known as the Risk and
Compliance Committee. The Board also determined that all non executive Directors will be members of the Audit Committee and the Risk
and Compliance Committee, in addition to membership of other Board Committees as appointed. The size and complexity of the Group's
business has expanded significantly over recent years, and the Group is increasing its focus on compliance, risk and audit responsibilities. In
response 1o the increased governance and oversight obligations, and greater workloads of Directors, the membership on these Board
Committees has been strengthened. This also reflects similar board committee structures in other large Australian companies.

The Remuneration Committee annually reviews director emoluments and seeks independent advice to support this review. At the annual
general meeting held on 28 November 2005, shareholders approved an increase of $0.5 million to the maximum aggregate remuneration for
all non executive directors to 8 maximum sum of $2.0 million per annum. The increase in the fee cap was in part to recognise additional
Board Committee representation, and takes into consideration the appointment of an additional non executive director.

(v} Compensation of KMP
The Total Annual Reward for KMPs is comprised of a fixed component (Total Employment Cost) and a variable component, the weighting of
which is determined annually.

Fixed remuneration

All executives receive a fixed remuneration component, which is expressed as one amount inclusive of salary and superannuation.
Executives may elect to have a combination of benefits. including superannuation, the provision of a motor vehicle through a novated lease
arrangement, and car parking which reduces the fixed component via salary sacrificing arrangements as approved by the Australian Taxation
Office.

Fixed annual remuneration includes the minimum superannuation contribution required by law and this amount is paid into an approved
superannuation fund. Senior managers may elect to salary sacrifice additional superannuation contributions.

Variable remuneration

The Board views the at-risk (variable) performance related component as an essential driver of the Group's performance and shareholder
expectations. The mix between fixed remuneration and at risk remuneration is designed to reflect market best practice for executive roles. For
the Managing Director and Chief Executive Officer the reward mix is 42.4% fixed and 57.6% at risk. The reward mix for direct reports to the
Managing Director and Chief Executive Officer is 50% fixed and 50% at risk. The reward model is a meaningful performance-based retention
tool capable of delivering reasonabie value to the employee as reward for sustained performance, which is delivered through a combination of
cash, deferred shares, performance options and share rights, as approved by shareholders at the Company's 2003 annual general meeting.

Short term incentive ('STI')

The annual short term incentive is provided through the Company's STPP which links the achievement of individual, business unit, and
Group. financial and operational performance with the remuneration delivered to the executive who is accountable for delivering on those
targets. The total potential ST1 available is such that the cost to the Group is self funded on the achievement of performance above target.

The STPP parameters provide participants with the opportunity to elect to receive their incentive payment as cash, superannuation or deferred
shares.
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27. Director and executive disclosures (continued)

Long term incentive
Senior managers are invited to participate in the LTPP under which panicipants receive an annual aflocation of performance options and
share rights in respect of the Company's ordinary shares.

The LTPP is designed to foster long term alignment of individual, business unit and Group performance with the objective of
providing a satisfactory return to shareholders, whereby Tabcorp outperforms at teast 50% of its peer group of companies in terms of TSR
growth, Any award delivered by the LTPP will only be realised when TSR growth meets or exceeds specified performance hurdies.

The Board Remuneration Committee annually reviews and approves the selection of participants to be invited to participate in the LTPP.
Participation in the LTPP is intended as a component of total annual reward for executives whose performance is of strategic and operational
importance to the Company. Generally participation is restricted to the Managing Director and Chief Executive Officer, the Chief Financial
Officer, Chief Executives, Chief Operating Officers, Executive General Managers-and General Managers.

The proportion of an executive's annual reward that is comprised of bedormance options and share rights depends on the level of seniority of
the executive, as shown in Figure 2 of the Remuneration Report. The number of performance options and share rights ailocated is determined
using a model which assesses the projected value at the first test date being the third year after allocation. Unvested performance options and
share rights are further tested on the fourth and fifth anniversary of atlocation following which unvested performance options and share rights
lapse. The assumptions used in determining the future reward of performance options and share rights uses two key criteria, being:

- projected rate of growth in the share price over the vasting period (three years); and
- a risk free rate of return to discount the projected average rate of growth in the share price over the vesting period back to the date of
grant.

The performance hurdles to be attached to both performance options and share rights are measured according to the Group's TSR ranking
against a peer group of companies, which reflects the current business mix determined at the time of granting the performance

options and share rights. The peer group consists of the 100 largest ASX listed companies based on market capitalisation (excluding property
trusts, infrastructure groups and mining companies which are represented by the S&P Global Industry Ciassification Standards of Oit & Gas,
Metals & Mining, Transportation Infrastructure and Real Estate). Due to changes in the composition of companies listed on the ASX. the peer
group will change at each grant date.

Vesting of performance options and share rights against the relative TSR ranking on applicable test dates will occur in the following manner:

- below the 50th percentile, 0% of performance optians and share rights will be exercisable;

- at the 50th percentile, 50% of performance options and share rights will be exercisable;

- above the 50th percentile and below the 75th percentile, an additional 2% of performance options and share rights will become
exercisable for each one percentile increase above the 50th percentile; and

- above the 75th percentile, 100% of performance options and share rights will be exercisabie.

(vi} Contract for services
The Board requires that a written employment contract be entered into with the Managing Director and Chief Executive Officer, and all other
executives, including the Company Secretary.

Managing Director and Chief Executive Officer
The Managing Director and Chief Executive Officer, Matthew Siatter, is employed under an agreement entered into on 7 October 2002. The
agreement is for a period of five years from 7 October 2002, and under the current terms of the agreement:

- Matthew Slatter may terminate his employment by giving to the Company not less than 12 months notice;
- The Company may terminate Matthew Slatter's empioyment by:

- Payment of the fixed remuneration component of his package for a 12 month period or if there is less than 12 months
remaining of the five year term, by payment of the fixed remuneration for that unexpired period;

- Three months' notice if Matthew Slatter is unable, by reason of iliness or incapacity (mental or physical), to perform his
duties and has been unabie to de so for a total period of at least 180 days (whether or not consecutive) in the 12 months
preceding the date of notice; and

- Summary notice in certain prescribed circumstances and in that event, no remuneration, compensation or damages are
payable by the Company beyond the time of Matthew Siatter’s dismissal.

The Board considers it important that the long term future of the Company is properly considered and wishes to ensure that iong term
planning is not sacrificed for short term achievements.

Other executives

The executives of the Comparny and the Graup whao are considered io be KMP during the year ended 30 June 2006 are employed under an
employment contract, each of which is of no fixed duration. The confract may be terminated by either party on three months notice, except for
Elmer Funke Kupper and Walter Bugno for whom the termination period is six months by either party. No payments are required on
termination, other than in lieu of notice (if applicable).

The Board may approve additional separation arrangements in the event of redundancy/retirement under the STPP and LTPP.
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27. Director and executive disclosures (continued)

(c) Compensation performance options and share rights: granted and vested during the year
During the financial year performance options and share rights were granted as equity compensation benefits under the LTPP and on
commencement of employment to certain key management personnel. The performance options and share rights were issued free of charge.
Each performance option and share right entitles the holder to subscribe for one fully paid ordinary share in the entity at the exercise price
outlined in the following tables. The performance options and share rights vest over a three to five year period (the 'Test Period’) and testing for
vesting will occur at annuat intervals during the Test Period. Any performance options and share rights that have not vested by the end of the
Test Period will tapse. The performance hurdies to be attached to both performance options and share rights are measured according to
Group's TSR ranking against a peer group of companies, which reflects the Group's current business mix determined at the time of granting

the performance options and share rights.

30 June 2006 Terms and conditions for each grant
Performance options Fair value
per Exercise price
performance per
option at performance
Vested Granted grant date option First exercise  Last exercise
number number  Grant date ($) (%) Expiry date date date
Directors
Matthew Statter - 318,080 7 Sep 2005 1.86 16.51 7 Sep 2012 7 Sep 2008 7 Sep 2012
Executives
Continuing KMP
Walter Bugno - 112,500 3 Apr 2006 2.01 15.42 3 Apr 2013 3 Apr 2009 3 Apr 2013
Eimer Funke Kupper - 112,500 3 Mar 2006 1.73 15.08 3 Mar 2013 3 Mar 2008 3 Mar 2013
George Mackey - 37,846 7 Sep 2006 1.86 16.51 7 Sep 2012 7 Sep 2008 7 Sep 2012
Julia Nenke - 47,395 7 Sep 2005 1.86 16.51 7 Sep 2012 7 Sep 2008 7 Sep 2012
Kerry Wilicock - 43,562 7 Sep 2005 1.86 16.51 7 Sep 2012 7 Sep 2008 7 Sep 2012
Ceased KMP
David Banks 161,142 71,551 7 Sep 2005 1.86 16.51 7 Sep 2012 7 Sep 2008 7 Sep 2012
Peter Caillard - 37.946 7 Sep 2005 1.86 16.51 7 Sep 2012 7 Sep 2008 7 Sep 2012
David Eimslie 102,276 68,036 7 Sep 2005 1.86 16.51 7 Sep 2012 7 Sep 2008 7 Sep 2012
Paul Gulbenkian - 35714 7 Sep 2005 1.86 16.51 7 Sep 2012 7 Sep 2008 7 Sep 2012
Mohan Jesudason - 48,214 7 Sep 2005 1.86 16.51 7 Sep 2012 7 Sep 2008 7 Sep 2012
Michael Piggott - 66,964 7 Sep 2005 1.86 16.51 7 Sep 2012 7 Sep 2008 7 Sep 2012
Anne Tasker - 36,029 3 Mar 2006 1.73 15.08 3 Mar 2013 3 Mar 2008 3 Mar 2013
Total 263,418 1,026,437
Terms and conditions for each grant
Fair value
Share rights per share
right at grant  Exercise price
Vested Granted date per share right First exercise  Last exercise
number number  Grant date ($) ($) Expiry date date date
Directors
Matthew Slatter - 14,420 7 Sep 2005 10.01 - 7 Sep 2012 7 Sep 2008 7 Sep 2012
Executives
Continuing KMP
Walter Bugno - 15,000 3 Apr 2008 8.75 - 3 Apr 2013 3 Apr 2008 3 Apr 2013
Elmer Funke Kupper - 15,000 3 Mar 2006 9.21 - 3 Mar 2013 3 Mar 2008 3 Mar 2013
George Mackey - 5,161 7 Sep 2005 10.01 - 7 Sep 2012 7 Sep 2008 7 Sep 2012
Julia Nenke - 6.446 7 Sep 2005 10.01 - 7 Sep 2012 7 Sep 2008 7 Sep 2012
Kerry Wilicock - 5,025 7 Sep 2005 10.01 - 7 Sep 2012 7 Sep 2008 7 Sep 2012
Ceased KMP
David Banks 21,832 6.731 7 Sep 2005 10.01 - 7 Sep 2612 7 Sep 2008 7 Sep 2012
Peter Caillard - 5,161 7 Sep 2005 C o 10.01 - 7 Sep 2012 7 Sep 2008 7 Sep 2012
David Elmslie 13,921 7,893 7 Sep 2005 10.01 - 7 Sep 2012 7 Sep 2008 7 Sep 2012
Paul Gulbenkian - 4,857 7 Sep 2005 10.01 - 7 Sep 2012 7 Sep 2008 7 Sep 2012
Mohan Jesudason - 6,557 7 Sep 2005 10.01 - 7 Sep 2012 7 Sep 2008 7 Sep 2012
Michael Piggott - 8,107 7 Sep 2005 10.01 - 7 Sep 2012 7 Sep 2008 7 Sep 2012
Anne Tasker - 4,874 3 Mar 2006 g.21 - 3 Mar 2013 3 Mar 2009 3 Mar 2013
Total 35,853 110,132
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27. Director and executive disclosures (continued)

(c) Compemsation performance options and share rights: granted and vested during the year (continued)

30 June 2005 Terms and conditions for each grant
Performance options Fair value -
' per Exercise price
performance per
option at  performance
Vested Granted grantdate option First exercise  Last exercise
number number  Grant date ($) ($) Expiry date date date
Directors
Matthew Slatter - 307,693 7 Sep 2004 1.81 14.54 7 Sep 2011 7 Sep 2007 7 Sep 2011
Executives
Continuing KMP
David Banks - 82,192 7 Sep 2004 1.81 14.64 7 Sep 2011 7 Sep 2007 7 Sep 2011
Peter Caillard - 30,769 7 Sep 2004 1.81 14.54 7 Sep 2011 7 Sep 2007 7 Sep 2011
David Eimslie - 66,667 7 Sep 2004 1.81 14.54 7 Sep 2011 7 Sep 2007 7 Sep 2011
Paul Guibenkian - 28,846 7 Sep 2004 1.81 14,54 7 Sep 2011 7 Sep 2007 7 Sep 2011
Mohan Jesudason - 51,553 7 Sep 2004 1.81 14.54 7 Sep 2011 7 Sep 2007 7 Sep 2011
George Mackey - 38,462 7 Sep 2004 1.81 14.54 7 Sep 2011 7 Sep 2007 7 Sep 2011
Michael Piggott - 76,923 7 Sep 2004 1.81 14.54 7 Sep 2011 7 Sep 2007 7 Sep 2011
Ceased KMP
Robert Preston 62,158 26,923 7 Sep 2004 1.81 14.54 7 Sep 2011 7 Sep 2007 7 Sep 2011
Charles Read - 34,615 7 Sep 2004 1.81 14.54 7 Sep 2011 7 Sep 2007 7 Sep 2011
Total 62,158 744,643
Terms and conditions for each grant
Fair value
Share rights per share
right at grant  Exercise price
Vested Granted date per share right First exercise  Last exercise
number number  Grant date (3) (%) Expiry date date date
Directors
Matthew Slatter - 13,847 7 Sep 2004 8.72 - 7 Sep 2011 7 Sep 2007 7 Sep 2011
Executives
Continuing KMP
David Banks - 11,477 7 Sep 2004 8.72 - 7 Sep 2011 7 Sep 2007 7 Sep 2011
Peter Caillard - 4,184 7 Sep 2004 8.72 - 7 Sep 2011 7 Sep 2007 7 Sep 2011
David Elmslie - 9,066 7 Sep 2004 8.72 - 7 Sep 2011 7 Sep 2007 7 Sep 2011
Paul Gulbenkian - 3,823 7 Sep 2004 8.72 - 7 Sep 2011 7 Sep 2007 7 Sep 2011
Mohan Jesudason - 7,010 7 Sep 2004 8.72 - 7 Sep 2011 7 Sep 2007 7 Sep 2011
George Mackey - 5,230 7 Sep 2004 8.72 - 7 Sep 2011 7 Sep 2007 7 Sep 2011
Michael Piggott - 10,460 7 Sep 2004 8.72 - 7 Sep 2011 7 Sep 2007 7 Sep 2011
Ceased KMP
Robert Preston 8,460 3,661 7 Sep 2004 8.72 - 7 Sep 2011 7 Sep 2007 7 Sep 2011
Charles Read - 4,707 7 Sep 2004 8.72 - 7 Sep 2011 7 Sep 2007 7 Sep 2011
Total 8,460 73,365
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27. Director and executive disclosures (continued)

{d) Shares issued on exercise of compensation options

30 June 2006 Unpaid per
. Shares issued Paid per share share
Type Grant date No. $ $
Directors
Matthew Slatter Options 7 Oct 2002 1,000,000 12.61 -
30 June 2005 Unpaid per
Shares issued Paid per share share
Type Grant date No. $ $
Directors
Matthew Slatter Options 7 Oct 2002 500.000 12.61 -

{e) Sharehoidings of key management personnel

30 June 2006
Shares held in Tabcorp Holdings Limited {(number)

On exercise
of options,
performance Balance at
Balance Granted as options and Net change KMP

1 July 2005 _remuneration _share rights other cessationdate 30 June 2006
Directors
Continuing KMP
Michae! Robinson 45,565 - - - n/a 45,565
Matthew Slatter 1,040,440 30,680 1,000,000 - nia 2,071,130
Paula Dwyer ® 5,000 - - 5,000 na 10,000
Anthony Hodgson 100,049 - - 56 n/a 100,105
Philip Satre 8,000 - - - n/a 8,000
John Story 8,149 - - 5,000 n/a 13,149
Richard Warburton 23,456 - - - n/a 23,456
Lawrence Willett 2,755 - - 148 n/a 2904
Ceased KMP
Warren Witson™ 50,000 - .- - 50,000 nfa
Executives
Continuing KMP
Walter Bugno - 30,000 - - nia 30,000
Elmer Funke Kupper - 97,000 - - n/a 97,000
George Mackey 4,640 6.522 - - n/a 11.162
Julia Nenke - 942 - - n/a 942
Kerry Wilicock - 718 - - nfa 715
Ceased KMP
David Banks 408,167 5,981 - - 414,148 nfa
Peter Caillard 175.620 2,716 - (72,596} 105,740 nia
David Efrmslie © 261,553 4,851 - {255,000} 11,404 nia
Paul Gulbenkian 82,500 2,119 - - 84,618 nia
Mohan Jesudason 154,595 4,030 - - 158825 nfa
Michael Piggott 247,545 5,231 - {124,965} 127,811 n/a
Total 2,618,034 180,797 1,000,000 (442.356) 952,347 2414128

(a2} Became a Director on 30 August 2005 following receipt of all necessary regutatory approvais.

{b) Retired as a director on 28 November 20056.

{c} Issued 163,755 shares on the exercise of performance options and share rights subseguent to cessation date {vested at termination}.
(dj Issued 108.072 shares on the exercise of performance options and share rights subseguent to cessation date (vested at termination).

«©
(&)
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27. Director and executive disclosures (continued)
(e) Sharsholdings of key management personnel {continued)

30 June 2005
Shares held in Tabcorp Holdings Limited {(number)

On exercise
of options,
performance Balance at
Balance Granted as options and Net change KMP

1 July 2004 remuneration share rights other cessation date 30 June 2005
Directors
Continuing KMP
Michael Robinson 45,307 - - 258 nfa 45,565
Matthew Slatter 500,000 40,440 . 500,000 - n/a 1,040,440
Paula Dwyer ¥/ - - - 5,000 n/a 5,000
Anthony Hodgson 100,000 - - 49 n/a 100,049
Philip Satre 8,000 - - - nfa 8,000
John Story 8.149 - - - nfa 8,149
Richard Warburton 22,883 - - 573 nfa 23,456
Lawrence Willett 2,626 - - 129 n/a 2,755
Warren Wilson 50,000 - - - nfa 50,000
Executives
Continuing KMP
David Banks 400,088 8.079 - - n/a 408,167
Peter Caillard 170,821 3,024 - 1,675 n/a 175,620
David Elmslie 255,000 6,553 - - nfa 261,553
Paul Guibenkian 82,500 - - - n/a 82,500
Mohan Jesudason 150,000 4,595 - - n/a 154,595
George Mackey - 4,640 - - nfa 4,640
Michael Piggott 242,000 5,545 - - n/a 247 545
Ceased KMP
Robert Preston 193,500 2.646 - (25,000) 171,146 nfa
Charles Read 150,000 3,712 - - 153,712 nfa
Geoffrey Want - 3,500 - - 3,500 n/a
Total 2,380,974 82,734 500,000 (17,316) 328,358 2,618,034

(a) Became a Director on 30 August 2005 following receipt of ail necessary regulatory approvals.
(b) Issued 70,618 shares on the exercise of performance options and share rights subsequent to cessation date (vested at termination).
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Notes to the financial statements N
For the year ended 30 June 2006 QS Tabcorp

27. Director and executive disclosures (continued)

(h) Other transactions and balances key management personnel

The directors of the Group, or their director-related entities, conduct transactions with entities within the Group that occur
within a narmal empioyee, customer or supplier refationship on terms and conditions no more favourable than those with
which it is reasonable to expect the entity would have adopted if deating with the director or director-related entity at arm's
length in similar circumstances. These transactions include the following and have been quantified below where the
transactions are considered likely to be of interest to users of these financial statements:

Michael Robinson
Allens Arthur Robinson {"AAR") - Retired partner/Consultant
AAR rendered legal advice to the Group. All dealings with AAR were in the ordinary course of business and on
normal commercial terms and conditions. Fees of 33,169,529 were paid in 2006 (2005: $3,812,059).

The Asia Society Australasia Centre (‘the Society’) - Director
Corporate benefactors membership to the Society paid by the Group of $22,000 in 2006 (2005: $22,000).

Paula Dwyer
David Jones Limited ('DJL") - Director
The Group purchased goods from DJL during the year of $9,782. All dealings with DJL. were in the ordinary
course of business and on normal commercial terms and conditions.

Promina Group Limited ('"PGL’) - Director

The Group held a number of insurance policies with Vero insurance Limited ('Vero'), a subsidiary of PGL.
Insurance premiums paid to Vero during the year were $597,484. All dealings with Vero were in the ordinary
course of business and on normal commercial terms and conditions.

Anthony Hodgson
Coles Myer Limited ("CML") - Director
The Group purchased goods from CML during the year of $15,684 (2005: $201,543). All dealings with
CML were in the ordinary course of business and on normal commercial terms and conditions.

John Story
Corrs Chambers Westgarth ("CCW’) - Non Executive chairman
CCW rendered legal advice to the Group. All dealings with the CCW were in the ordinary course of business
and on normal terms and conditions. Fees of $833,822 were paid in 2006 (2005: $1,020,225),

Richard Warburton
Caitex Australia Limited - Chairman
The Group purchased petroleum products on normal commercial terms in 2006 of $270,957 (2005: $154,040).
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28. Interest in joint venture operation

The Group conducts an unincorporated joint venture operation with VicRacing Pty Ltd. The principal activity of the joint venture is the
organisation, conduct, promotion and development of wagering and gaming within the state of Victoria. The Group receives 75% of the
product and expenses of the joint venture.

Consolidated

2006 2005
$m $m

Assets employed in joint venture operations: ’

Current assets:

Cash assets 58.7 66.4
Receivables 14.3 6.7
Other ' . ’ 1.5 1.0
Total assets employed ' 74.5 74.1

29. Related party disclosure

(a) Parent entity
The ultimate parent entity within the Group is Tabcorp Hoidings Limited.

(b) Investments in controlled entities
The consolidated financial statements incorporate the assets, liabilities and results of the following controlied entities in accordance with the
accounting policy described in note 1(d). The financial years of ail controlled entities are the same as that of the Company.

Country of % of equity held by immediate
Name of controlled entity incorporation  Type of equity parent
As at 30 June
2006 2005

Note ’ % %
Parent entity
Tabcorp Holdings Limited (a) Australia
Controlled entities
Tabcorp Assets Pty Ltd (a) Australia ordinary shares 100.0 100.0
Tabcorp Manager Pty Ltd (a) Australia ordinary shares 100.0 100.0
Tabcorp Participant Pty Ltd (a) Australia ordinary shares 100.0 100.0
Tahwind (Queensland) Pty Ltd (a) Australia ordinary shares 100.0 100.0
(formerly Tabcorp (Queensland) Pty Ltd)
Tabcorp Online Pty Ltd (a) Australia ordinary shares 100.0 100.0
Tabcorp Investments No.5 Pty Ltd Australia ordinary shares 100.0 100.0
{formerly Tabcorp Issuer Pty Ltd)
Tabcorp Iinternational Pty Lid (a) Australia ordinary shares 100.0 100.0
Tabcorp International No.1 Pty Ltd Australia ordinary shares 100.0 160.0
Tabcorp International Hong Kong Ltd BVI ordinary shares 67.0 -
Tabcorp Intemational No.2 Pty Ltd Australia ordinary shares 100.0 100.0
Tabcorp Apolio Technologies Private Ltd Cyprus ordinary shares 50.0 -
Tabcorp International Services and
Technology Pty Ltd Australia ordinary shares 100.0 100.0
Tahwind Superannuation Pty Ltd (formerly Tabcorp Australia ordinary shares 100.0 100.0
Superannuation Pty Ltd)
Tahwind Staff Superannuation Pty Ltd (formerly Tabcorp Australia ordinary shares 100.0 100.0
Staff Superannuation Pty Ltd)
Tabcorp Employee Share Administration Pty Ltd {h) Australia ordinary shares 33.3 333
Tabcorp {nvestments Pty Ltd {b} Austraiia ordinary shares 100.6 100.0
Star City Holdings Ltd {bXd) Australia ordinary shares 100.0 100.0
Star City Pty L.td {b){d) Australia ordinary shares 100.0 100.0
Star City Entertainment Pty Ltd (b} Australia ordinary shares 100.0 100.C
{Continued over page)
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29. Related party disclosure (continued)

Country of % of equity held by immediate
Name of controlled entity incorporation  Type of equity parent
As at 30 June
2006 2005
Note . % %
Controlled entities (continued)
Sydney Harbour Casino Properties Pty Lid (b)(d) Australia ordinary shares 100.0 100.0
Sydney Harbour Apartments Pty Ltd (b} Australia ordinary shares 100.0 100.0
Star City investments Pty Ltd (b)g) Australia ordinary shares 100.0 100.0
Showboat Australia Pty Ltd (b) Australia ardinary shares 100.0 100.0
Sydney Casino Management Pty Ltd : Australia ordinary shares 100.0 100.0
Tabcorp Investments No.2 Pty Ltd Australia ordinary shares 100.0 100.0
Jupiters Limited Australia ordinary shares 100.0 100.0
Breakwa ter Island Ltd Australia ordinary shares 100.0 100.0
Breakwater Isiand Trust Australia units 100.0 100.0
_ Jupiters Custodian Pty Ltd Australia ordinary shares 100.0 100.0
Jupiters Trust Australia units 100.0 100.0
. Jupiters Gaming Pty Lid Australia ordinary shares 100.0 100.0
A.C.N. 082231 383 Pty Ltd [0) Australia ordinary shares 100.0 100.0
A.C.N. 082 760 610 Pty Ltd Australia ordinary shares 100.0 100.0
Jupwind Internet Gaming Pty Ltd H Australia ordinary shares 100.0 100.0
(formerly Jupiters internet Gaming Pty Ltd)
Jupwind .com Pty Ltd (formerly Jupiters.com Pty Ltd) ) Australia ordinary shares 100.0 100.0
TAHA T echnology & Environmenta! Services Pty Ltd (\}] Australia ordinary shares 100.0 100.0
Jupwind Superannuation Pty Ltd (formerly Jupiters Australia ordinary shares 100.0 100.0
Superannuation Pty Ltd)
TAHAL Ltd {c) Australia ordinary shares 100.0 100.0
Jupwind International Pty Lid (c)(h) Australia ordinary shares 100.0 100.0
(formerly Jupiters International Pty Ltd)
Sunshinelink Pty Ltd (f) Australia ordinary shares 100.0 100.0
TAHAL Enterprises Pty Lid {c)f) Australia ordinary shares 100.0 100.0
AWA Enterprises Trust Australia " units 100.0 100.0
TAHA Gaming Machines Pty Lid {c)(f) Australia ordinary shares 100.0 100.0
TAHA Gaming Services Pty Ltd (c)f) Australia ordinary shares 100.0 100.0
TAHA Infosec Pty Ltd (c)(f) Australia ordinary shares 100.0 100.0
AWA Infosec Trust Australia units 100.0 100.0
TAHA Investor (No.2) Pty Lid [(914)] Australia ordinary shares 100.0 100.0
TAHA Investor (No.4) Pty Ltd (cXf) Australia ordinary shares 100.0 100.0
TAHA Investor {No.5) Pty Ltd (cXf) Australia ordinary shares 100.0 100.0
TAHA Investor (No.6) Pty Lid (e)f) Australia ordinary shares 100.0 100.0
Macquarie Syndication (No.1) Pty Ltd f) Australia ordinary and 100.0 100.0
preference
shares
TAHA Research and Development Pty Ltd (c) Australia ordinary shares 100.0 100.0
TAHA R esearch Marketing Pty Ltd {c)h Australia ordinary shares 100.0 100.C
Radcoy (No.1) Ltd (f) Austiralia ordinary shares 100.0 100.0
TAHA Superannuation Pty Ltd {f) Austratia ordinary shares 100.0 100.0
TAHA Superannuation (No:2yPtytad - - - o {fy - ---Australia. .. ... ordinary shares... . .. .. 100,06 100.0
TAHA Superannuation {No.3) Pty Ltd 3] Australia ordinary shares 100.0 100.0
TAHA VWWagering Systems Pty Ltd (c)(f) Australia ordinary shares 100.0 100.0
ATL Pty Ltd {c) Auystralia ordinary and 100.0 100.0
preference
shares
Palatrom Pty Lid {c)(f} Australia ordinary shares 100.0 100.0
Syndicate (Co.1) Pty Ltd {c)f) Australia ordinary shares 100.0 100.0
Hotel Gaming Systems Pty Lid (f) Australia ordinary shares 100.0 100.0

{Continued over page;
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29. Relate d party disclosure {continued)

Country of % of equity held by immediate
Name of controlled entity incorporation  Type of equity parent
As at 30 June
2006 2005
Note % %%,
Controlled entities {continued)
Penchant Pty Ltd f) Australia’ ordinary and 100.0 100.0
preference
shares

TAHA Microelectronics Pty Ltd (f) Australia ordinary shares 100.0 100.0
TAHA New Media Pty Ltd () Australia ordinary shares 100.0 100.0
Jupiters Gaming (NSW) Pty Ltd Australia ordinary shares 100.0 100.0
Club Garning Systems (Holdings) Pty Ltd Australia ordinary shares 100.0 100.0
The CGS Trust Australia units 100.0 100.0
Tabcorp Investments No.4 Pty Ltd (a) Australia ordinary shares 100.0 100.0
Tab Limited (e) Australia ordinary shares 100.0 100.0
Data Mo nitoring Services (NSW) Pty Ltd (e)h Australia ordinary shares 100.0 100.0
Tahwind E-NSW Pty Ltd (e}f) Australia ordinary shares 100.0 " 1100.0
{formerly e-Tab (NSW) Pty Ltd)
Thithpolanga Pty Ltd (e)f) Australia ardinary shares 100.0 100.0
Sky Channel! Pty Ltd (e) Australia ordinary shares 100.0 100.0
2KY Broadcasters Pty Ltd (e) Australia ordinary shares 100.0 ‘ 100.0
Airsales Pty Ltd {e) Australia ordinary shares 50.0 50.0
Tahwind Superannuation Company Pty Ltd (formerly (e) Australia ordinary shares 100.0 100.0
Tab Superannuation Company Pty Ltd)
Tahwind Marketing Pty Ltd (e) Australia ordinary shares 100.0 100.0
(formerly 2KY Marketing Pty Ltd)
Tahwind Channel Marketing Pty Ltd (e} Australia ordinary shares 100.0 100.0
(formerly Sky Channel Marketing Pty Ltd
Tahwind Australia Intemational Racing Pty Ltd (e) Australia ordinary shares 100.0 100.0
(formerly Sky Australia international Racing Pty Ltd)
Tahwind Racing Productions Pty Ltd (e) Australia ordinary shares 100.0 100.0
(formerly Sky Racing Productions Pty Ltd)
Tahwind Racing Productions (NSW) Pty Ltd (e) Australia ordinary shares 100.0 100.0

{formerly Sky Racing Productions (NSW) Pty Ltd)

Notes
(a) These companies have entered into a deed of cross guarantee (or have been subsequently added to this deed by an assumption deed) with
Tabcorp Holdings Limited, dated 8 June 1995. :

(b) These companies have entered into a deed of cross guarantee {(or have been subsequently added to this deed by an assumption deed) with
Tabcorp Investments Pty Lid, dated 4 June 2001. These companies have also entered into a guarantee and indemnity agreement as
explained in note 30(c).

(¢) These companies have entered into a deed of cross guarantee (or have been subsequently added to this deed by an assumption deed) with
TAHAL Limited, dated 12 June 1992,

Each of the above deeds of cross quarantee were formed under Australian Securities and investment Commission (ASIC) Ctass Order

98/1418, including subsequent amendments made thereto. This ciass order was dated 13 August 1998 and has been subsequently

amended by class orders 98/2017, 00/321, 01/1087, 02/248, 01/1017, 04/663, 04/682. 04/1624 and 05/542.

Under this class orderand the deeds of cross guarantee, the companies (a).- (b).and (c) listed above:.

-~ form a closed group and extended closed groups as defined in the class order:

- do not have to prepare and lodge audited financial reports under the Corparations Act 2001 (not applicable to Tabcorp Holdings Limited});
and

- guarantee the payment in full of any external debts of the other named companies within the relevant closed group in the event of their
winding up.

The consolidated statement of financial performance and statement of financial position of ail entities included in the Tabcorp Hotdings
Limited class order closed group (see (a) above) are set out below.

{d) These companies have provided a charge over their assets and undertakings as explained in note 30(b){i).

(e} Acquired in September 2005.
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29. Related party disclosure (continued)
{f) These companies were placed into members' voluntary liquidation in 2005/06 as part of an internal corporate streamlining project.
{g) Star City Investments Pty Ltd is 50% owned by Sydney Harbour Casino Properties Pty Ltd and 50% owned by Star City Entertainment Pty Ltd.

(h) Tabcorp Employee Share Administration Pty Lid (TESA) has been consolidated into the Company's results for the first time this year due to
transition to AIFRS.

(i) Tabcorp Superannuation Fund, Tab Limited Staff Superannuation Fund, Jupiters Limited Superannuation Fund and AWA Group
Superannuation Fund are not considered to be controlied entities in accordance with section 50AA(4) of the Corporations Act (2001).

Financial information for class order closed group - entities denoted as (a) above

Tabcorp Holdings Limited Closed Group 2006 2005
$m $m
Income statement
Profit before income tax expense 455.8 613.5
Income tax expense (35.1) (36.0)
Net profit attributabte to members of the parent entity 420.7 5775
Retained profits at the beginning of the financial year 380.1 196.6
Application of AASB 138 0.7 -
Net actuarial gain/(loss) on defined benefit plan 26 0.7)
Dividends provided for or paid (446.2) (393.3)
Retained profits at the end of the financial year 357.9 380.1
Balance sheet
Cash and cash equivalents 106.4 107.8
Receivables 2,698.4 2,808.9
Inventories 5.6 6.8
Other 9.0 234
Total current assets 2,819.4 2,946.8
Investment in controlied entities 2,526.1 2,526.1
Property, plant and equipment 1771 119.3
Licences 597.2 597.2
Other intangible assets 499 26.1
Deferred tax assets 284 13.6
Other 31.2 28.6
Total non current assets 3,409.9 3,310.9
Total assets ' 6,220.3 6,257.8
Payables 122.9 95.6
interest bearing liabilities 390.0 390.0
Current tax liabilities 343 29.0
Provisions 36.1 216
Total current liabilities 583.3 536.2
Interest bearing liabilities 2,029.6 2,143.6
Deferred tax liabilities 5.2 4.7
Provisions 1.8 3.1
Other 734 1.4
Yotal non current liabilities -~ - - . e o 24100 21528
Totat liabilities 2,693.3 2,689.0
NET ASSETS 3,536.0 3,568.8
Coniributed equity 3,197.2 3.,186.1
Retained earnings 357.9 380.1
Reserves {19.2) 2.6
TOTAL EQUITY 3,535.9 3,568.8
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29.
(c)

(d)

30

Relate d party disclosure (continued)
Transactions with controlled entities

Tabcorp Holdings Limited
Details of dividends received from controlied entities are set out in note 2.

The amount receivable by the Company is set out in note 8.

The Cormpany entered into the following transactions during the current and prior year with controlled entities:
. foans wvere advanced and repayments received; and
- management and service fees were received from controiled entities.

All ihe transactions were undertaken on normal commercial terms and conditions.

Transactions with joint venture operation

Consolidated

Entities in the consolidated group are parties to the joint venture operation as described in note 28.

The Group charges the joint venture operation for the provision of employee, management and asset services. On consolidation, 75%
of the charges eliminate (being the Group's interest in the joint venture operation). Charges for the remaining 25% of $37.6 million were
received by the Group in 2006 (2005: $37.0 million).

Tabcorp Holdings Limited

The Cormpany is a party to the joint venture operation outlined in note 28.

The Company charges the joint venture operation for the provision of employee, management and asset services, Charges of
$14.0 miltion were received in 2006 (2005: $16.1 million).

Contingent liabilities and contingent assets

Details of contingent liabifities and contingent assets where the probability of future payments/receipts is not considered remote are set out
below as well as details of contingent liabilities and contingent assets, which although considered remote, the directors consider should be
disclosed.

The directors are of the opinion that provisions are not required in respect of these matters, as it is not probable that a future sacrifice of
economic benefits will be required or the amount is not capable of reliable measurement.

Contingent liabilities

(a)

(b)

{c)

{d)

Company

As explained in note 29, the Company has enlered into a deed of cross guarantee in accordance with a class order issued by the Australian
Securities and Investments Commission. The Company and ail the controlled entities which are a party to the deed have guaranteed the
repaym ent of all current and future external creditors in the event any of these companies are wound-up.

Charges

(i) CCA

The controlled entities denoted () in note 29 have provided the NSW Casino Control Authority {CCA) with a fixed and fioating charge over all
of the assets and undertakings of each company to secure payment of all monies and the performance of all obligations which they have to
the CCA. The charge has a value of $1.5 billion.

ity Other

A controlied entity, Tabcorp Participant Pty Ltd. which is a participant in the joint venture described in note 28, has entered into a deed of cross
charge with its joint venture partner to cover the non payment of a called sum in the event of the joint venture incurring a loss. The charge is
over undistributed and future earmings of the joint venture to the level of the unpaid call,

Guarantee and indemnity

The controlled entities denoted (b) in note 28 have entered into a guarantee and indemnity agreement in favour of the CCA whereby all parties
to the aigreement are jointly-and severally-fiable for the performance of the obligations and liabilities of each company participating in the
agreem ent with respect to agreements entered into and guarantees glven. S

Deed of cross guarantee

The controlied entities denoted (a}, (b} and {c} in note 28 have entered into a deed of cross guarantee in accordance with a class order issued

by the Australian Securities and Investments Commission. The entities which are a party to the deed have guaranteed ihe repayment of all
current and future external creditors in the event any of these companies are wound-up.
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30. Contiragent liabilities and contingent assets (continued)

Contingent & iabilities (continued)

{e) Legal cteiallenges
(i) Trs ere are outstanding legal actions between controlled entities and third parties as at 30 June 2006. The Group has notified its
- inssurance carrier of all litigation, and befieves that any damages (other than exemplary damages) that may be awarded against the
Group, in addition to its costs incurred in connection with the action, will be covered by its insurance poficies where such policies are in
pizace. However, given the nature of insurance, no assurance can be given that any such claims are not likely to have a materia!
actverse effect on the Group.

In the case of possible actions which, due to the demise of an underwriter do not have insurance cover, the Group considers that, on
the balance of probability, no material losses will arise. This position wilt be manitored and in the event that a loss becomes probable,
ar appropriate provision will be made.

(i) Taabcorp Holdings Limited, Tabcorp Manager Pty Ltd, Sky Channel Pty Ltd and Sky Channel Marketing Pty Ltd are defendants to a
Viciorian Federal Court proceeding issued in June 2005 by ThoroughVision Pty Ltd, alleging various breaches of the Trade Practices Act
arising out of various thoroughbred vision broadcasting rights and related issues. At 30 June 2006 the legal proceedings have been
stayed pending satisfaction of the conditions precedent to the commercial settiement reached with ThoroughVision Pty Ltd. If the
conditions precedent are satisfied all proceedings will be discontinued. The main relief sought is not monetary and the amount of
damages sought is not specified.

() Banking facilities
Entities in the Group are calied upon to give in the ordinary course of business, guarantees and indemnities in respect of the performance of
their contractual and financiat obligations. The value of these guarantees and indemnities is $20.5 million (2005: $19.6 million).

(g) Undertakings - insurance deductible
Under the Casino Taxes Agreement, Star City Pty Ltd is required to take out insurance in the name of the Casino Contro! Authority (CCA})in
respect of anticipated Weekly Duty and Community Benefit Levy arising out of partiat or total loss or destruction of the Star City casino
premises. The Agreement allows for a $1 million deductible for each and every loss. Star City Pty Ltd have a 5 day loss deductible (2005: 5
day Ioss deductible). The Company has provided the CCA with a Deed of Undertaking to fund the shortfall of the difference between the
cument 5 day deductible and the $1 million required under the Casino Taxes Agreement. The directors believe this undertaking would not
exceed $1-2 million (2005: $1-2 million) for any one loss and believe such an event is remote.

{h) Switching station lease
A Tabcorp controlied entity, Sydney Harbour Casino Properties Pty Ltd (SHCP), has entered into a lease with the CCA for a vacant parcel of
land adjacent to the Star City Casino. The lease is for the term of the NSW Casino Licence and SHCP prepaid $11.5 million in 1996 in respect
of the period of the casino licence term. Under the lease, SHCP is obliged to develop the site and was required to complete construction in
2000. SHCP has requested an extension of time for the development of this site from the CCA. This extension would require the approval of
the NSWV Minister for Gaming and Racing. Negotiations in relation to this matter are continuing. The book value of the investment in this site
as at 30 June 2006 was $11.2 million (2005: $10.5 million).

Contingent assets

(i) Taxaudit
The Australian Taxation Office (ATO) issued Star City Pty Ltd (a wholly owned controlled entity of the Group) with an income tax assessment
for the tax year ended 30 June 1997, and amended income tax assessments for the tax years ended 30 June 2000, 30 June 2001 and 30
June 2002. The assessment and amended assessments retate to the deductibility of rent of $120.0 mitlion prepaid in December 1994 in
relation to the Star City casino site.

The Group has provided in full for the unpaid primary tax in dispute in relation to deductions claimed to 30 June 2002 of $31.6 million, and
penalties and interest charges of $25.6 million {up to 30 June 2006). Due to the ongoing dispute with the ATO, the Group has not claimed
deductions for prepaid rent for the 2003 to 2006 (inclusive} tax years. The primary tax on these decuctions is $8.8 million. If the Group is
ultimately successtui in its claims, the income tax deductions could be claimed.

() Indemniityclaim. ...
Following a re-determination of Central Monitaring System (CMS) fees by the independent Pricing and Reguiatory Tribunal of NSW (IPART).
the Group has submitted claims up 1o a maximum value of $11.7 million to the New South Wales Government under a Deed of Undertaking
and Ind emnity up to 31 December 2004. As the recovery of the claims is not certain, no amount has been recognised in the financial
statemeznts at 30 June 2008,
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31. Business combination
There were no acquisitions in the current year.

Acquisition of Tab Limited - prior year
Shares in Tab Limited, a listed company with wagering, gaming and media operations, were acquired in the prior year during the period July
2004 to September 2004, when 100% equity interest was achieved.

The tota‘l cost of the acquisition was $2,250.4 million, which comprised an issue-of shares, payment of cash consideration and costs directly
attributa ble to the acquisition. The Group issued 90,154,731 ordinary shares with a fair value of $14.29 each, based on the average volume
weighted price of the shares of the Company at the date of exchange. :

Tab Limited’s gaming business was the operation of linked jackpots and monitoring of gaming machines in NSW. As a condition of
approving the acquisition by the Group, the NSW government required the gaming business be divested within 18 months of the date of
acquisition. The gaming business was divested on 31 December 2004.

The fair value of the identifiable assets and liabilities of Tab Limited as at the date control was achieved are:
. Consolidated

Recognised on Carrying
acquisition value
2005 2005
$m $m
Assets
Cash and cash equivalents 45.7 46.0
Receivables 16.3 21.0
Inventories 28 3.8
Other assets 5.5 6.6
Assets held for sale 195.8 -
Property, ptant and equipment 175.0 336.8
Licences 339.1 311.8
Other intangible assets 152.3 248.1
Deferred tax assets 15.5 10.5
948.0 984.3
Liabilities
Payables (136.9) (138.1)
Current tax liabilities (14.9) (14.9)
Interest bearing liabilities (350.0) (350.0)
Deferred tax liabilities (185.6) (50.5)
Provisions (19.5) (13.3)
(706.9) {566.8)
Fair value of identifiable net assets 2411 417.5
Minority interest adjustment 2.0
Goodwill arising on acquisition (refer to note 14) 2,007.3
2,250.4
Cost of the combination:
- Shares issued, at fair value 1,288.3
- Cash consideration paid 950.9
- Costs associated with the acquisition 11.2
Total cost of the combination 2,250.4
The cash outflow on acquisition is as foliows:
- Net cash acguired with the contrefled entity 457
- Cash paid TSR gsg gy
Net cash outflow {914.1)

From the date control was achieved, Tab Limited contributed $124.5 mitlion to the net profit after tax of the Group in the prior year.

As the business combination ook place at the beginning of the prior year, the profit for the Group and revenue in the prior year reflect the full
year results for Tab Limited.

The key factors contributing to the $2.007.3 miilion of goodwill include the synergies existing in the acquired business, synergies expected to
be achieved as a result of combining Tab Limiied with the rest of the Group and future prospects and growth.
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32. Events subsequent to reporting date

Dividends
Since 30 June 2006, the directors have declared a dividend of 45 cents per ordinary share. The total amount of the dividend is $236.2 million.
This has not been provided for in the 30 June 2006 financial statements (refer to note 5).
33. Financial risk management objectives and policies
The Group's principat financial instruments, other than derivatives, comprise cash, short-term deposits, bank bills, Austrafian denominated
bank loans and notes, and foreign currency denominated notes. : :

The main purpose of these financial instruments is to raise finance for the Group's operations. The Group has various other financial assets
and liabilities such as trade receivables and trade payables, which arise directly from its operations. The Group also enters into derivative
wransactions, principally interest rate swaps and cross currency swaps. The purpose is to manage interest rate and currency risks arising
from the Group's sources of finance. ftis, and has been throughout the period under review, the Group's policy that no trading in financial
instruments shall be undertaken.

The main risks arising from the Group's financial instruments are cash flow interest rate risk, foreign currency risk, credit risk and liquidity

risk.

Details of significant accounting policies and methods adopted, including criteria for recognition, the basis of measurement and the basis on

which income and expenses are recognised, in respect of each ciass of financial asset, financial fiability and equity instrument are disclosed
. innote 1 to the financial statements.

Cash flow interest rate risk

The Group has a policy of controliing exposure to interest rate fluctuations by the use of fixed and variable rate debt and by the use of interest
rate swaps or caps. lt has entered into interest rate swap agreements to hedge underlying debt obligations and allow floating rate borrowings

to be swapped to fixed rate borrowings. Under these arrangements, the Group will pay fixed interest rates and receive the bank bill swap rate

calculated on the national principal amount of the contracts.

At 30 June 2006, after taking into account the effect of interest rate swaps, approximately 86% (2005: 82%) of the Group’s borrowings are at a
fixed rate of interest.

Foreign currency risk

As a result of issuing private notes denominated in US Dollars, the Group's balance sheet can be affected by movements in the US3/AS
exchange rate. [n order o hedge this exposure, the Group has entered into cross currency swaps to fix the exchange rate on the notes until
maturity. The Group agrees to exchange a fixed US$ amount in exchange for an agreed A$ amount with swap counterparties and
re-exchange this again at maturity. These swaps are designated to hedge the principal and interest obligations under the private notes.

Commodity price risk
The Group is not exposed to commodity price risk.

Credit risk
The credit risk on financial assets which have been recognised on the palance sheet, is the carrying amount, net of any allowance for doubtful
debts. The Group is not materially exposed to one individual debtor. The Group minimises credit risk via adherence to a strict cash

management policy.

Credit risk in trade receivables is managed in the following ways:

- the provision of cheque cashing facilities for casino gaming patrons is subject to detailed policies and procedures designed to
minimise any potential loss, including the taking up of bank opinions and the use of a central credit agency which collates information
from major casinos around the worid, and

- the provision of non gaming credit is covered by a risk assessment process for customers using the Credit Reference Association
of Australtia, bank opinions and trade references.

Receivable balances are monitored on an ongoing basis with the result that the Group's exposure 1o bad debls is not significant.

With respect 16 credit risk arising from other financial assets of the Group, which comprise cash and cash equivalents (including short term
geposits ‘and bank bills), the maximum of the Group's exposure to credit risk from gefault of a counterparty, is equal to the carying amount of
these instruments.

The maximum credit exposure does not take into account the value of any collateral or other security held, in the event other entities/parties
faii to perform their obligations under the financial instruments in question.

In relation to financial liabifities, credit risk arises from the potential failure of counterparties to meet their obligations under the contract ar
arrangement. The Group's maximum credit risk exposure in respect of interest rate swap contracts and cross currency swap contracts is
detailed in note 34.

All investment and financial instrument activity is with approved counterparties with investment grade credit ratings. Compliance with
counterparty exposure limits is reviewed on a continuous basis. The aggregate value of wransactions are spread amongst the approved
counterparties.
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33. Financial risk management objectives and policies (continued)

Liquidityrisk
The GroLx's objective is to maintain a balance between continuity of fundmg and flexibility through the use of bank loans and notes.

The Grow's policy is that not more than 33% of debt facilities should mature in any 12 month period within the next 3 years, and not more than
25% in tHe 4th year. At 30 June 2006, 13% (2005: 13%) of the Group's debt facifities will mature in less than one year.

34. Additi onal financial instruments disclosure

(a) Fair values
Set out below is a comparison by category of carrying amounts and fair values of all the Group's financial instruments recognised in

the finan cial statements.

Carrying amount Fair value
2006 2005 2006 2005
$m $m $m $m
Consolidated
Financial assets
On bala nce sheet
Cash 112.8 91.6 1128 91.6
Short term deposits 93.8 117.8 93.8 ©117.8
Receiva bles 34.7 434 34.7 434
Interest rate swaps ¥ 311 - 311 -
interest rate options ¥ 0.3 - 0.3 -
272.7 252.8 272.7 252.8
Financial liabitities
On balance sheet
Trade creditors and accrued expenses 3454 306.0 345.4 306.0
Bank loans - unsecured ™ 1,041.0 1,145.0 1,047.0 1,145.0
Medium term notes ™**
- fixed interest rate 385.0 385.0 385.8 399.3
- floating interest rate ' 65.0 65.0 66.5 66.7
Private placement ™
- US dollar 832.3 838.6 832.3 820.4
- Australian dollar 100.0 100.0 100.0 100.0
Cross currency swaps 73.4 - 73.4 -
2,848.1 2,839.6 2,850.4 28374
Off balance sheet
Interest rate swaps ™ - - - 19.3
Cross currency swaps ¥ - - - 1.5
- - - 20.8

(i) F air values of interest rate swap contracts, interest rate option contracts and cross currency swap contracts represent the estimated
cost of cancelling the instruments at balance date.

(i)  Fair values are calculated using discounted future cash flow techniques, where estimated cash flows and estimated discount rates are
based on market data at the balance sheet date.

i) Net fair values determined using independent market quotations and adopting conventional market valuation technigques. Net of
transaction costs.

(iv)  Fair values determined using independent market quotations.

(v}  Fair values are.calcutated.using discounted future cash flow technigues, where estimated cash flows and estxmated d|scount rates are
based on market data at the balance sheet date, in combination with restatement to current forergn exchange rates.

(vi)  June 2006 excludes the unamortised balance of finance costs.
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34. Additional financial instruments disclosure (continued)

Carrying amount Fair value
2006 2005 2006 2005
$m $m $m $m
(a) Fair values (continued)
Tabcorp Holdings Limited
Finanfcial assets
On balance sheet
Cash assets 1.3 0.2 1.3 0.2
Short term depasits 45.3 0.2 453 0.2
Receivables 2,632.6 2.652.1 2,632.6 2,652.1
2,679.2 2,652.5 2,679.2 2.652.5
Financial liabilities
On balance sheet
Trade creditors and accrued expenses 16.1 6.2 16.1 6.2
113
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34. Additi onal financial instruments disclosure (continued)

(b) Interest rate risk {continued)

Q% Tabcorp

Effective

Interest maturing in:

Floating Non interest
interest rate interest rate 1to 5 years 5 years or more bearing Balance sheet
Note % $m $m $m $m © $m
2005 - Consolidated
Financial assets
Cash as sets 7 48-50 224 . - 69.2 91.6
Short term deposits 7 54-57 117.8 - - - 117.8
Receivables 8 - - - - 434 43.4
Tota! financia! assets 140.2 - - 112.6 2528
Financial liabilities
Trade creditors and accrued
expenses 16 - - - - 306.0 306.0
Bank lo@ns - unsecured 17 6.0-6.4 1,145.0 - - - 1,145.0
Medium term notes -
. fixed interest rate " 17 6.6 - - 385.0 - 385.0
. floating interest rate "™ 17 6.5 65.0 - - - 65.0
Private placement -
U'S dollar 17 53-586 - - 838.6 - 838.6
. Australian dollar " 17 6.5 100.0 - - - 100.0
Interest rate swaps ™ 34(c) {(1,700.0) 900.0 800.0 - -
Cross currency swaps ¥ 34(e) 838.6 - (838.6) - -
Total financial liabilities 448.6 900.0 1,185.0 306.0 2,839.6
2005 - Tabcorp Holdings Limited
Financial assets
Cash assets 7 5.0 - - - 0.2 0.2
Short term deposits 7 54-55 0.2 - - - 0.2
Receivables 8 - - - 2,652.1 2,662.1
Total financial assels 0.2 - - 2,652.3 2.652.5
Financial liabilities
Trade creditors and accrued
expenses 16 - - - 6.2 6.2
Total financial liabilities - - - 6.2 6.2

(i) The effective interest rate on gross debt at 30 June 2006 was 6.

swaps and cross currency swaps.

5% (2005: 6.5%) after taking into account the impact of interest rate

(i)  Notional principal amounts.
(i)  Interest on financial instruments classified as floating rate is repriced at intervals of less than one year.
(iv) Interest on financial instruments classified as fixed rate is fixed untit maturity of the instrument.

{¢) Financial instruments - interest rate swaps
From 1 July 2005, interest rate swaps meet the requirements to qualify for cash flow hedge accounting and are stated at fair value. The fair
value of the swaps at 1 July 2005 was adjusted against the opening balance of the hedging reserve.
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34. Additional financial instruments disclosure (continued)

(c)

(d)

{e)

Financial instruments - interest rate swaps (continued)

These swaps are being used to hedge the exposure to variability in cash flows attributable to movements in the reference interest rate of the
designated debt or instrument and are assessed as highly effective in offsetting changes in the cash flows attributable to such movements.
Hedge effectiveness is measured by comparing the change in the fair value of the hedged item and the hedging instrument respectively each
quarter. Any difference represents ineffectiveness and is recorded in earnings.”

The notional principal amounts and periods of expiry of these interest rate swap contracts are as follows:

Notional amount Fair value
2006 2005 2006 . 2005
$m $m $m $m
Less than one year 250.0 - 14 -
One to two years ] - 250.0 - 1.6
Two to three years ' 350.0 . 6.9 -
Three to four years 300.0 350.0 6.4 241
Four to five years - 300.0 - 0.2
More than five years 800.0 800.0 16.4 (23.2)
Notional principal 1,700.0 1,700.0 3141 (19.3)
Fixed interest rate range p.a. 5.2% - 6.0% 5.2% - 6.0%

Net settlement receipts and payments are recognised as an adjustment to interest expense on an accruais basis over the term of the swaps,
such that the overal! interest expense on borrowings refiects the average cost of funds achieved by entering into the swap agreements.

Financial instruments - interest rate options

During the year, the Group entered into options to enter into interest rate swap agreements with terms of seven years. The Group entered into
these instruments to provide certainty that the interest rates applicable to a portion of the future debt will be able to be fixed within a known
range of interest rates. The interest rate options expire in September 2006.

These interest rate options are not designated and the fair value has been booked to the profit and loss.

The notional principal amount of swaps to which the options relate and periods of expiry of the options are as follows:

Notional amount Fair value

2006 2005 2006 2005

$m $m $m $m

Less than one year 300.0 - 0.3 -
Ceiling interest rate range p.a. 6.4%
Floor interest rate range p.a. 5.9%-6.0%

Financial instruments - cross currency swaps

From 1 July 2005, cross currency swap contracts are classified as either cash flow hedges or fair value hedges and are stated at fair value. At
1 July 2005, the fair value of the cross currency swaps classified as cash flow hedges was recognised in the opening balance of the hedging
reserve and the fair value of the swaps classified as fair value hedges was recognised in opening retained earnings.

These cross currency swaps are being used to hedge the expasure to the variability in the fair value of the USD debt under the US Private
Placement and are assessed as highly effective in offsetting changes in movements in the forward USD exchange rate. Hedge effectiveness
is measured by comparing the change in the fair value of the hedged item and the hedging instrument respectively each quarter. Any
difference represents ineffectiveness and is recorded in eamings.

The principal amounts and periods of expiry of the cross currency swap contracts are as follows:

2006 ' © 2005
Pay Receive Pay Receive
principal principal principal principal
AUD $m USD $m AUD $m USD $m
More than five years 838.6 625.6 838.6 625.0
Fixed interest rate range p.a. - 5.3% - 5.6% - 5.3% - 5.6%
Variable interest rate range p.a. 6.9% - 6.5% - 6.6% -

The terms and conditions in relation to interest rate and maturity of the cross currency swaps are simitar to the terms and conditions of the
underiying hedged Frivate Placement - US dollar borrowings as set out in note 17.
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35. Transition to Australian equivalents of International Financial Reporting Standards
('AIFRS’)

For all periods up to and including the year ended 30 June 2005, the Group prepared its financial statements in accordance with AGAAP.
These financial statements for the year ended 30 June 2006 are the first annual financial statements the Group is required to prepare in
accordance with AIFRS. :

Accordingly, the Group has prepared financial statements that comply with AIFRS applicable for periods beginning on 1 July 2005 and
significant accounting policies meeting those requirements are described in note 1. In preparing these financial statements, the Group has
started from an opening balance sheet as at 1 July 2004 (the Group's date of transition to AIFRS) and made those changes in accounting
policies and other restatements required by AASB 1 'First-time Adoption of Australian Equivalents to International Financial Reporting
Standards’.

This note explains the principal adjustments made by the Group in restating its AGAAP baiance sheet as at 1 July 2004 and its previously
published AGAAP financial statements for the year ended 30 June 2005.

AASB 1 transitional exemptions
The Group has made its elections in relation to the transitional exemptions allowed by AASB 1 as follows:

Exemptions from the requirement to restate comparative information for AASB 132 and AASB 139
AASB 132 'Financial Instruments: Presentation and Disclosure’ and AASB 139 ‘Financial Instruments: Recognition and Measurement’ was
not applied for the financia! year ended 30 June 2005, These standards have been applied from 1 July 2005.

Business combinations
AASB 3 '‘Business Combinations' was not applied retrospectively to past business combinations (i.e. business combinations that occurred

before 1 July 2004).

Share based payment transactions
AASB 2 'Share based Payment'is applied only to equity instruments granted after 7 November 2002 that had not vested on or before

1 January 2005.
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35. Transition to Australian equivalents of International Financial Reporting Standards
(AIFR S') (continued)

{a) Balance sheet reflecting reconciliation of adjustments to AIFRS as at 1 July 2004:

Consolidated Tabcorp Holdings
AIFRS
AGAAP impact AIFRS AGAAP AIFRS impact AIFRS

Ref $m $m $m $m $m $m
Current assets . .
Cash and cash equivalents v 197.1 1.4 198.5 48 - 48
Receivables {v) (xii} 53.3 - 53.3 1,165.3 64.5 1,229.8
inventories 14.0 - - 140 - - -
Other {(v) (vi) 39.1 (5.0) 34.1 5.3 (5.0) 0.3
Assets held for sale 52.0 L. 52.0 - - -
Total cuarrent assets 355.5 (3.6) 351.9 1,175.4 59.5 1,234.9
Non current assets
investm ents in controlled entities (xiii) - - - 3.3 251.5 254.8
Property, plant and equipment (x) 1,412.3 {45.9) 1,366.4 3.4 (1.4) 2.0
Licences (ix) 870.6 387 909.3 597.2 - 5972
Other intangible assets (ix) (x) 1,528.4 6.4 1,534.8 - 1.4 1.4
Deferred tax assets (wvii) (viii) (i) 105.7 1.1 106.8 105.7 (103.1) 26
Pension asset (i) - 23 23 - 23 2.3
Other (v) (vi) 73.4 (36.1) 37.3 36.1 (36.1) -
Total non current assets 3,890.4 (33.5) 3.956.9 745.7 114.6 860.3
TOTAL ASSETS 4,345.9 (37.1) 4,308.8 1,921.1 174.1 2,095.2
Current liabilities
Payables 193.9 - 193.9 6.5 - 6.5
Interest bearing habilities 742.0 - 742.0 - - -
Current tax liabilities (v) 35.8 0.2 36.0 31.7 - 31.7
Provisions {vii) (viii) 76.2 2.1 78.3 1.7 0.2 1.9
Other 1.2 - 1.2 - - -
Total current liabilities 1.049.1 2.3 1,051.4 39.9 0.2 40.1
Non current liabilities
Interest bearing liabilities 1,130.0 - 1.130.0 - - -
Deferred tax liabilities (1) (i) (i) 82.8 164.5 247.3 54.2 (53.4) 0.8
Provisions {viii) 107.4 0.6 108.0 0.6 0.2 0.8
Other 0.6 - 0.6 - - -
Total non current liabilities 1,320.8 165.1 1.485.9 54.8 (53.2) 1.6
TOTAL LIABILITIES 2,369.9 167.4 2,537.3 94,7 {53.0) 41.7
NET ASSETS 1,976.0 (204.5) 1.771.5 1.826.4 2271 2,053.5
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35. Transition to Australian equivalents of International Financial Reporting Standards
('AIFRS’) (continued)

(a) Balance sheet reflecting reconciliation of adjustments to AIERS as at 1 July 2004 (continued):

Consolidated Tabcorp Holdings
" AIFRS
AGAAP impact AIFRS AGAAP  AIFRS impact AIFRS
Ref $m $m $m $m $m $m

Equity :
issued capital 1,752.9 (43.8) 1,709.1 1,752.¢ (3.7) 1,749.2
Retained eamings 2231 {161.3) 61.8 73.5 230.2 303.7
Ressrves - 0.6 0.6 - 0.6 0.6
Breakdown of impact on
issued capital:
Treatment of non recourse
employee share plan loans (vi) (41.7) 3.7
Consolidation of employee
share plan entity ) (2.1) -

Y] ____G6n
Breakdown of impact on
retained earnings:
Defined benefit plan (i) 2.3 23
Tax effect of prior business '
combinations (ii) (163.8) -
Consolidation of employee
share plan entity v) 4.0 -
Self insured workers’
compensation provision (vii) (1.8) -
Operating leases {viii) (0.9) (0.4)
Capitalised costs written off (x) (0.9) -
Share based payments (vi) (0.6) (0.3)
Reverse prior years' income tax
expense recognised for entities
in tax consolidation group {xiii) - 229.2
Income tax 0.4 (0.6)

T 202
Breakdown of impact on reserves:
Share based payments {(vi) 0.6 0.6
TOTAL EQUITY 1,976.0 (204.5) 1,771.5 1,826.4 2274 2.053.5
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35. Transition to Australian equivalents of International Financial Reporting Standards
(AIFRS') (continued)

(b) Balance sheet reflecting reconciliation of adjustments to AIFRS as at 30 June 2005:

Consolidated Tabcorp Holdings
AIFRS
AGAAP impact AIFRS AGAAP  AIFRS impact AIFRS

Ref $m $m ' $m $m $m $m
Current assets
Cash and cash equivalents (v} 206.2 . 3.2 209.4 04 - 0.4
Receivables (v) (xil) 43.1 0.3 43.4 25113 140.8 2,662.1
Inventories 15.3 - 15.3 - - -
Other (v) (vi) 34.0 (2.1) 31.8 6.9 2.1) 4.8
Assets held for sale 29.8 - 29.8 - - -
Total current assets 328.4 1.4 329.8 2,518.6 138.7 2,657.3
Non current assets
Investm ents in controlied entities (xiii) - - - 3.3 4443 4476
Property, ptant and equipment (x) 1,505.6 (62.7) 1,442.9 1.7 (1.4) 10.3
Licences (ix) 1,201.3 38.0 1,239.3 597.2 - 5987.2
Other intangible assets (i} (iv) (ix) (x) (xiv) 3,306.8 338.2 3.645.0 - 1.4 1.4
Deferred tax assets (i) (vii) (viii) () (xiii) 84.9 19 86.8 84.9 (83.3) 1.6
Other (v) (vi) 57.5 (28.3) 28.2 . 2B.3 (28.3) -
Total non current assets 6,156.1 287.1 6,443.2 725.4 332.7 1,058.1
TOTAL ASSETS 6,484.5 288.5 6,773.0 3.2440 471.4 3,715.4
Current liabiiities
Payables (v) 305.5 0.5 306.0 6.2 - 6.2
Interest bearing liabilities 380.0 - 390.0 - - -
Current tax liabilities 32.2 - 32.2 25.9 - 25.9
Provisions (i) (vii) (viii) 128.2 2.6 131.8 20 0.2 2.2
Other 13.9 - 13.9 - - -
Total current liabitities 870.8 3.1 873.9 34.1 0.2 34.3
Non current liabitities
Interest bearing liabilities 2,143.6 - 2,143.6 - - -
Deferred tax liabilities (i) (i) (xiti) 113.1 297.3 410.4 84.6 (84.2) 0.4
Provisions (i) (vii) {viii) 83.6 1.3 84.9 0.9 - 0.9
Other 0] 0.2 1.4 1.6 - 1.4 1.4
Total non current liabilities 2,340.5 300.0 2.640.5 85.5 (82.8) 2.7
TOTAL LIABILITIES 3,211.3 303.1 35144 119.6 (82.6) 37.0
NEY ASSETS 3.273.2 (14.6) 3,258.6 3,124.4 554.0 3,678.4
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35. Transition to Australian equiv

(‘AIFRS') (continued)

(b) Balance sheet reflecting reconciliation

Equity

tssued capital
Retained eamings
Reserves

Broakdown of impact on issued
capital:

Share capital increase

Treatment of non recourse
employee share plan loans
Consolidation of employee

share plan entity

Breakdown of impact on
retained earnings:
Defined benefit plan

Tax effect of prior business
combinations

Write back of goodwill
amortisation
Consolidation of empioyee
share plan entity

Self insured workers'
compensation provision
Operating leases
Amortisation of reclassified
ficence

Capitalised costs written off
Share based payments
Impairment

Reverse income tax expense
recognised for entities

in tax consolidation group
Income tax

Breakdown of impact on
reserves:
Share based payments

TOTAL EQUITY

Tabcorp Hoidings Limited and its controfied entilies

Ref

(i)
{vi)

v)

(ii)
(iv)
!
(vif)

(viii)
(ix}
{x)
(vi)

(xiv}

(xiii)

(V)

Consolidated

alents of International Financial Reporting Standards

of adjustments to AIFRS as at 30 June 2005 (continued):

Tabcorp Holdings

AIFRS .
AGAAP impact AIFRS AGAAP  AIFRS impact AIFRS
$m $m $m m $m $m
3,074.6 80.2 3,154.8 3,074.6 111.5 3,186.1
198.6 (97.4) 101.2 49.8 438.9 489.7
- 2.6 2.6 - 2.6 2.6
112.7 112.7
(31.0) (1.2)
(1.5) -
80.2 111.5
(1.1) 16
(163.8) -
160.0 -
55 .
(1.8) -
(1.0 (0.2)
(0.6) R
(1.2} -
2.7 (1.3)
(93.2) .
- 439.6
2.5 0.2
(97.4) 439.9
2.6 26
3,273.2 (14.6) 3,258.6 3.,124.4 554.0 3.678.4
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35. Transition to Australian equivalents of International Financial Reporting Standards
('AIFRS’) (continued)

(c) Income statement for the year ended 30 June 2005:

Consolidated Tabcorp Holdings
AIFRS

Continuing operations AGAAP impact AIFRS AGAAP  AIFRS impact AIFRS

Ref $m $m $m $m Sm Sm
Total operating revenues 3,760.6 - - 3,760.6 257 - 25.7
Other revenues {v) 55.0 1.5 56.5 606.4 - 606.4
Revenues 3,815.6 1.5 3,8171 632.1 - 632.1
Other income (xi) 307.1 (303.6) 3.5 0.2 (0.1) .01
Government taxes and levies {991.1) - (991.1) - - -
Commissions and fees (wvii) (790.5) 2.0 (788.5) (11.6) - (11.6)
Employment costs (i) (vi) (549.6) (4.8) (554.4) (22.2) (1.0) (23.2)
Depreciation and amortisation {ix) (145.8) (0.6) (146.4) (0.8) - .(0.8)
Goodwill amortisation (iv) (160.0) 160.0 - - - -
Property rentals, rates and
maintenance {viii) (66.9) (0.1) (67.0) (1.4) 0.2 (1.2)
Computer costs (24.2) - (24.2) {0.2) - (0.2)
Advertising and promaotions (68.9) - (68.9) (2.4) - (2.4)
Written down value of non
current assets and businesses
sold (xi) {303.6) 303.6 - (0.1) 0.1 -
Insurance costs (8.0) - (8.0) {0.4) - 0.4)
Stock exchange expenses (2.2) - (2.2) (2.2) - (2.2)
Professional and contract services (14.5) - (14.5) (6.1) - (6.1)
Audit and review services (1.8) - (1.8) (0.4) - (0.4)
Finance costs (vii) (180.1) (2.0) (182.1) - - -
Qther expenses (x) (241.9) (0.3) (242.2) (5.8) - (5.8)
Profit before income tax expense
and impairment §73.6 155.7 729.3 578.7 (0.8) 577.8
impairment (xiv) - (93.2) (93.2) - - -
Profit before income tax expense 57386 62.5 636.1 578.7 (0.8) 577.9
Income tax expense (xiii) (202.8) 2.1 " (200.7) (209.1) 211.2 2.1
Net profit 370.8 64.6 435.4 369.6 210.4 580.0

Net profit attributable to minority
interest (2.0) - (2.0) - - -

Net profit attributable to members of the

parent entity from continuing
operations 368.8 64.6 4334 369.6 2104 580.0
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35. Transition to Australian equivalents of International Financial Reporting Standards
(‘AIFRS’) (continued)

Notes to the reconciliations

(d)

U]

{ii)

(iif)

{iv)

)

{vi)

{vii)

{viil)

{ix)

L

AASB 119 "‘Employee Benefits'

The Group recognises mavements in the net position of its defined benefit plan through the income statement, except for the portion of
the movement that is attributable to actuariat gains or losses, which is recognised directly in retained eamings. Under AGAAP, only
cash contributions to the plan were recognised in the income statement. B

AASB 112 'Income Taxes'
The Group is required to recognise deferred tax liabilities in respect of land and buildings and finite life intangibles. Such deferred taxes
are not recognised under AGAAP. On transition, deferred taxes are recognised by an adjustment fo retained eamings.

Tab Limited - acquisition

in relation to the Tab Limited business combination, accounting under AIFRS differs to that under AGAAP as follows:

- Under AGAAP the market value of shares issued by the Company as acquisition consideration had been discounted to represent the
notional price at which the securities could be piaced in the market., No discount is applied under AIFRS, resulting in an increase in
issued capital of $112.7 million.

- Under AASB 112 'Income Taxes', additional deferred tax liabitities have been recognised in relation to certain intangible assets and
land and buildings amounting to $135.1 million.

- Under AIFRS, the net assets of Tab Limited at the acquisition date decreased by $0.7 million when compared to AGAAP, due to item
(viii) below.

- As a result of the above items, goodwill in relation to the business combination increased by $248.5 million.

AASB 3 ‘Business Combinations’
Goodwill is not amortised under AASB 3 ‘Business Combinations', but was amortised under AGAAP.

UIG 112 "Consolidation - Special Purpose Entities’
The Group’s employee share plan entity (Tabcorp Employee Share Administration Pty Ltd) is treated as a controlled entity and is
consolidated. The entity was not consolidated under AGAAP.

AASB 2 'Share based Payment'
Limited recourse empioyee share plan loans are deemed to be a share based payment and are recognised as a reduction in issued
capital. Under AGAAP, the value of the loans were recognised as receivables.

Performance options and share rights issued by the Company after 7 November 2002 that had not vested by 1 January 2005 have been
expensed over the vesting period, with a corresponding increase in the Employee Equity Benefit Reserve.

AASB 137 'Provisions, Contingent Liabilities and Contingent Assets’
The Group recognises a prudential margin in relation to the self insurance for workers' compensation claims. A prudential margin was
not included in the provision calculated under AGAAP.

Discount expense on a provision is o be recognised as a finance cost under AIFRS. The discount expense on the provision for
Management agreement - Gold Coast and Brisbane casinos has been reclassified from commissions and fees expense under
AGAAP to finance costs under AIFRS.

AASB 117 ‘Leases’
Scheduled increases are recognised on a straight line basis over the life of the lease. Under AGAAP such increases were recognised
when paid.

AASB 1 ‘First-time adoption of Australian Equivalent to International Financial Reporting Standards’
The Group has reclassified an amount of $38.7 million from goodwili to licences in relation to a licence acquired in a previous
business combination. The amortisation of this reclassified licence has the effect of reducing profit.

AASB 138 'intangible Assets’
Intangible assets previously capitalised under AGAAP have been written off under AIFRS where they do not meet the recognition criteria
for an intangible asset.

Computer software is classified as an intangible asset under AIFRS, but was classified as property, piant and equipment under
AGAAP.
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35. Transition to Australian equivalents of International Financial Reporting Standards
('AIFR §') (continued)

{d) Notes tothe reconciliations (continued)

(x) AASB 138 'Intangible Assets’ (continued)
The costs capitalised by the Group in refation to the Gold Coast Convention and Entertainment Centre are classified as an intangible
as set under AIFRS, but were classified as property, plant and equipment under AGAAP. )

(xi) AASB 101 'Presentation of Financial Statements’ ‘
Gains and losses on the disposal of non current assets are reported by deducting from the proceeds on disposal the carrying amount
of the asset and refated selling expenses. Under AGAAP, the amounts were shown on a gross basis.

(xii) [Intercompany
There has been an increase in the intercompany receivables balance between Tabcorp Holdings Limited and its controlled entities as
a result of AIFRS transitional adjustments.

(xiij} UIG 1052 "Tax Consclidation Accounting’
Under AGAAP, as head of the tax consolidation group, the Cbmpany accounted for the current and deferred tax balances of the Tabcorp
tax consolidation group and recognised the income tax expense of the tax consolidation group. Under AIFRS, as a result of adopting
UG 1052, the current and deferred tax balances are accounted for by each controlied entity in the Group. Income tax expense
recognised in prior years under tax consolidation (2003, 2004 and 2005) has been reversed resulting in a gain to the Company and
losses to other members of the tax consolidation group. These amounts are recognised in retained earnings on transition to AIFRS,
and as income tax expense in the 2005 year. The Company is deemed to have made an equity contribution to each of the members of
the tax consolidation group for an amount equivalent to the gain recognised in retained earnings and income tax expense.

{xiv) Impairment of goodwill
A write down of goodwill in the wagering segment applicable to the acquisition of Tab Limited of $93.2 miflion has been recognised
effective 30 June 2005. The write down represents a deterioration in wagering growth in New South Wales as a result of the split picture
issue. The impairment has been recognised following an increase in goodwill applicable under AIFRS as outlined in item (ii).

(e} Explanation of material adjustments to the cash flow statement

There are no material differences between the cash flow statement presented under AIFRS and the cash flow statement presented under
previous AGAAP.

{(f) Adjustments on transition to AASB 132 'Financial Instruments: Disclosure and Presentation’ and AASB 139
‘Financial Instruments: Recognition and Measurement' at 1 July 2005

In the current financial year the Group adopted AASB 132 'Financial Instruments: Disclosure and Presentation' and AASB 139 'Financial
instruments: Recognition and Measurement’. This change in accounting policy has been adopted in accordance with the transition rules
contained in AASB 1 ‘First-time Adoption of Australian Equivalents to international Financial Reporting Standards', which does not require the
restaternent of comparative information for financial instruments within the scope of AASB 132 'Financial Instruments: Disclosure and
Presentation’ and AASB 139: ‘Financia!l Instruments: Recognition and Measurement'.

The adoption of AASB 139: ‘Financial Instruments: Recognition and Measurement' has resulted in the Group recognising all derivative
financial instruments as assets or liabilities at fair value and interest bearing loans and borrowings at amortised cost (being the present

value of expected future principal and interest cash flows), uniess the borrowings are hedged under a fair value hedge in which case they are
carried at the fair value attributable to the risks that are being hedged. This change has been accounted for by adjusting the opening balance
of equity (retained earnings and hedging reserve) at 1 July 2005.

The impact on the balance sheet in the comparative period is set out below as an adjustment to the opening balance sheet at 1 July 2005.
The transitional provisions will not have any effect in future reporting periods.
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35. Transition to Australian equivalents of International Financial Reporting Standards
('AIFRS’) {continued)

(i Adjustments on transition to AASB 132 'Financial Instruments: Disclosure and Presentation® and AASB 139
‘Financial Instruments: Recognition and Measurement® at 1 July 2005 (continued)

Consolidated Tabcorp Holdings
AIFRS AIFRS AIFRS AIFRS
30 June 1 July 30 June 1 July
2005 Adjustment 2005 2005 Adjustment 2005
$m $m Sm $m $m $m
Current assets
Cash and cash equivalents 209.4 - 209.4 0.4 - 0.4
Receivables 43.4 - 434 2,652.1 - 2,652.1
lnventoriés 15.3 - 16.3 - - -
Other 31.9 (13.3) 18.6 4.8 - 4.8
Assets held for sale 29.8 - 29.8 - - -
Total current assets 329.8 (13.3) 316.5 2,657.3 - 2,657.3
Non current assets
investments in controlied entities - - - 447.6 - 447.6
Property. plant and equipment 1,442.9 - 1,442.9 10.3 - 10.3
Licences 1,239.3 - 1,239.3 597.2 - 897.2
Other intangible assets 3,645.0 - 3.645.0 1.4 - 14
Deferred tax assets 86.8 0.8 87.6 1.6 - 1.6
Other 29.2 3.9 33.1 - - -
Total non current assets 6,443.2 4.7 6,447.9 1.058.1 - 1,058.1
TOTAL ASSETS 6,773.0 (8.6) 6,764.4 3,715.4 - 3.7154
Current liabilities
Payables 306.0 - 306.0 6.2 - 6.2
Interest bearing liabiliies 390.0 - 390.0 - - -
Current tax liabilities 322 - 32.2 25.9 - 259
Provisions 131.8 - 131.8 2.2 - 2.2
Other 13.9 - 13.9 - - -
Total current liabilities 873.9 - 873.9 34.3 - 34.3
Non current liabilities
Interest bearing liabilities 2,143.6 (29.2) 2.114.4 - - -
Deferred tax liabilities 410.4 - 410.4 0.4 - 0.4
Provisions 84.9 - 849 0.9 - 0.9
Other 1.6 23.1 24.7 1.4 - 1.4
Total non current liabilities 2.640.5 {6.1) 2.634.4 2.7 - 2.7
TOTAL LIABILITIES 3,514.4 {6.1) 3,508.3 37.0 - 37.0
NET ASSETS 3,258.6 (2.5) 3,256.1 3,678.4 - 3,678.4
Equity
issued capital 3,154.8 - 3,154.8 3,186.1 - 3,186.1
Retained earnings 101.2 0.7 101.9 489.7 - 489.7
Reserves 286 (3.2} (0.6) 2.6 - 2.6
TOTAL EQUITY 3,258.6 {2.5) 3.256.1 3,678.4 - 3,678.4

-
Ny
(4.3

Tabcorp Holdings Limited and its controfled entities




Directors' declaration & Tabeorp

oot

In the opinion of the Directors of Tabcorp Holdings Limited ('the Company'):
(a) the financial statements and notes of the Company and of the Group are in accordance with the Corporations Act 2001, including:

{i) giving a true and fair view of the Company's and the Group's financial position as at 30 June 2006 and of their performance for the year
ended on that date; and

i}  complying with Accounting Standards and Corporations Regulations 2001; and
(b} there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due and payable.

This declaration has been made after receiving the declarations requifed to be made to the directors in accordance with sections 295A of the
Corporations Act 2001 for the financial period ending 30 June 2008.

In the opinicn of the directors, as at the daie of this declaration, there are reasonable grounds to believe that the members of the Closed Groupl
identified in note 29 will be able to meet any obligations or liabilities to which they are or may become subject, by virtue of the Deed of Cross
Guarantee.

Signed in accordance with a resolution of directors,

Michael B. Robinson AO
Chairman

Melbourne
24 August 2006
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GPO Box 67
aelbourne VIC 30018

Independent audit report to members of Tabcorp Holdings Limited

Scope
The financial report and directors’ responsibility

The financial report comprises the balance sheet, income statement, statement of recognised income and
expense, statement of cash flows, accompanying notes to the financial statements, and the directors’
declaration for Tabcorp Holdings Limited (the company) and the consolidated entity, for the year ended

30 June 2006. The consolidated entity comprises both the company and the entities it controlled during that
year.

The directors of the company are responsible for preparing a financial report that gives a true and fair view
of the financial position and performance of the company and the consolidated entity, and that complies
with Accounting Standards in Australia, in accordance with the Corporations Act 2001. This includes
responsibility for the maintenance of adequate accounting records and internal controls that are designed to
prevent and detect fraud and error, and for the accounting policies and accounting estimates inherent in the
financial report.

Audit approach

We conducted an independent audit of the financial report in order to express an opinion to the members of
the company. Our audit was conducted in accordance with Australian Auditing Standards in order to
provide reasonable assurance as to whether the financial report is free of material misstatement. The nature
of an audit is influenced by factors such as the use of professional judgement, selective testing, the inherent
limitations of internal control, and the availability of persuasive rather than conclusive evidence. Therefore,
an audit cannot guarantee that all material misstatements have been detected.

We performed procedures to assess whether in all material respects the financial report presents fairly, in
accordance with the Corporations Act 2001, including compliance with Accounting Standards in Australia,
and other mandatory financial reporting requirements in Australia, a view which is consistent with our
understanding of the company’s and the consolidated entity’s financial position, and of their performance as
represented by the results of their operations and cash flows.

We formed our audit opinion on the basis of these procedures, which included:

® examining, on a test basis, information to provide evidence supporting the amounts and disclosures in
the financial report; and

@ assessing the appropriateness of the accounting policies and disclosures used and the reasonableness of
significant accounting estimates made by the directors.

While we considered the effectiveness of management’s internal controls over financial reporting when
determining the nature and extent of our procedures, our audit was not designed to provide assurance on
internal controls.

We performed procedures to assess whether the substance of business transactions was accurately reflected
in the financial report. These and our other procedures did not include consideration or judgement of the
appropriateness or reasonableness of the business plans or strategies adopted by the directors and
management of the company.
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Independence

We are independent of the company and the consolidated entity and have met the independence
requirements of Australian professional ethical pronouncements and the Corporations Act 2001. We have
given to the directors of the company a written Auditor’s Independence Declaration a copy of which is
included in the Directors’ Report. In addition to our audit of the financial report, we were engaged to
undertake the services disclosed in the notes to the financial statements. The provision of these services has
not impaired our independence.

Audit opinion

In our opinion:

1. the financial report of Tabcorp Holdings Limited is in accordance with:
(a) the Corporations Act 2001, including:
(i) giving a true and fair view of the financial position of Tabcorp Holdings Limited

and the consolidated entity at 30 June 2006 and of their performance for the year
ended on that date; and

(i) complying with Accounting Standards in Australia and the Corporations
Regulations 2001; and

b) other mandatory financial reporting requirements in Australia.

Ernsl ok ‘{w

Emst & Young

mmmon

Partner

Melbourne
24 August 2006
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Glossary of terms

ADR

AGAAP
AIFRS

ASX

Board

Chairman

Company
Director

EBIT

EGM
Financial year
Jupiters

m
LTPP

STI

STPP

Tab

Tabcorp Group
TSR

Tabcorp Holdings Limited and its controlled entities

American Depositary Receipt - The Company's shares are traded in sponsored ADR
form in the United States of America (One ADR represents ten ordinary shares)

Australian GAAP financial reporting standards

Australian equivalents to International Financial Reporting Standards, adopted by the
Tabcorp Group for the first full year ending 30 June 2006

Australian Stock Exchange - The Company'’s shares are traded on the ASX under the
symbol TAH

The Board of Directors of Tabcorp Holdings Limited

The Chairman of the Board of Directors of Tabcorp Holdings Limited, Mr Michael
Robinson

Tabcorp Holdings Limited

A person appointed to the Board of Directors of Tabcorp Holdings Limited

Earnings before finance cost and income tax expense

Electronic Gaming Machine |

12 months ending 30 June

The ¢ompany Jupiters Limited, which merged with the Group on 13 November 2003
Long Term Incentive ' St ’

Long Term Performance Plan under which the LTlis delivered to senior managers. .
Short Term Incentive : e

Short Term Performance Plan under which the ST! is delivered to senior managers

The company Tab Limited, which was acquired by the Group in 2004

Tabcorp Holdings Limited and its controlled entities

Total shareholder return

129




