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Tatts Group is a portfolio of networked 
gambling businesses with core operations 
consisting of lotteries, wagering, gaming 
and technical services. Tatts is a high 
volume transaction based business 
with strong in-house wide-area network 
technology capability. The Group employs 
more than 3,000 people across all States 
and Territories of Australia, and in the 
United Kingdom.

Tatts is committed to delivering on new 
technologies headlined by Tatts.com, ‘the 
new home of lotto, sports and racing’. 
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6.3%
$3.9b

Revenue up

to 
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The financial results for the year 
have been outstanding, driven by 
strong operational performance, 
and represent a record profit for 
the Group. Our retail operations 
continue to perform strongly and 
remain a key plank in our distribution 
network, whilst our online platform 
is also experiencing excellent growth 
to highlight our multi-channel 
customer delivery model.

Our investment in people and capital 
to enhance our technology is proving 
a resounding success in developing 
the range of services we can offer 
our customers, and is positioning Tatts 
to be a leader in a fast evolving and 
exciting market. Tatts’ core businesses 
rely heavily on technology, with Tatts 
consistently investing an average of 
over $30 million per annum in capital 
expenditure on predominantly 
internally developed technology 
initiatives to meet customer and 
business needs.

Tatts has brought together a 
portfolio of strong brands with 
well recognised products, backed 
by long term licences in multiple 
jurisdictions and technology 
solutions capable of meeting 
customer needs into the future.

The future is now.

Our numbers
Tatts’ financial results have again 
demonstrated the strength of our 
portfolio of businesses, with each 
business unit contributing towards 
delivering:

•	 revenue up 6.3% to $3.9 billion;

•	 EBITDA up 5.5% to $650.2 million;

•	 NPAT up 15.9% to $319.1 million;

•	 dividend payout ratio of 97.5%; and

•	 total dividends paid in respect 
of 2012 up 10.4%.

Pleasingly, this result has been 
achieved after absorbing around 
$18.9 million in one-off integration 
and restructuring costs relating to 
the acquisition of Tote Tasmania, 
the system replacement in NSW 
Lotteries and other restructuring 
that will contribute to improved 
results going forward.

Our achievements
Beyond the financial results, the 2012 
financial year has seen a number 
of key initiatives that continue our 
commitment to investing in our 
businesses and positioning Tatts 
to embrace the future from a 
position of strength. Of particular 
note, Tatts has achieved:

•	 the successful acquisition and 
integration of Tote Tasmania;

•	 the Tatts Lotteries system 
implementation and terminal 
roll-out across the acquired 
NSW agency network;

•	 the launch of Tatts.com, the 
one stop shop for online lotteries, 
wagering and sports betting;

•	 the introduction of the TattsBet 
Android and iPhone apps;

•	 securing a new 20 year lottery 
agreement in the NT;

•	 the completion of the Tatts 
Bonds retail debt offer, raising 
$194.7 million; and

•	 ensuring an efficient and effective 
exit from the Tatts Pokies business.

Our businesses
Our larger business operations have 
maintained good momentum during 
the year to make major contributions 
to this result.

tatts Lotteries had a fantastic year. 
Total revenue was up 10.1% to over 
$1.7 billion, with EBITDA improving 
14.0% to $223.8 million. Saturday 
Lotto sales were strong across the 
year, benefitting from a game 
restructure that has proven very 
popular with players. Both Powerball 
and Oz Lotto had a strong second 
half to the financial year, with Oz Lotto 
in particular excelling following the 
jackpot run up to $70 million in 
May 2012.

tattsBet has achieved revenue 
growth from improved commission/
win rates in both pari-mutuel and our 
fixed price betting products, and was 
aided by three months contribution 
from Tote Tasmania. This has seen 
overall revenue improvement of 5.1% 
as the migration to fixed price betting 
continues and fixed price race 
wagering grew strongly again by 
37.6%. Excluding Tote Tasmania, 
TattsBet revenue grew 3.5% with 
EBITDA up 9.1%.

By virtually any measure, the 2012 financial year has been 
an extremely rewarding year for Tatts and our shareholders.

Chairman’s 
repOrt
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tatts pokies achieved improved 
market share and profitability through 
its final full year of operation. With 
this business ending on 15 August 
2012, the focus has been on ensuring 
the implementation of our exit 
strategy, including the forward sale 
of our electronic gaming machines 
(EGMs) for $66.3 million.

Maxgaming has done remarkably 
well to maintain revenue and efficiently 
manage costs to achieve growth in 
profitability in a year of continued 
uncertainty surrounding the gaming 
machine industry and possible 
pre-commitment legislation. 
Maxgaming has continued to invest 
in its proprietary technology solutions 
to be well poised for whatever 
twists and turns this segment of 
the gambling industry encounters 
in the periods ahead.

Bytecraft continued to grow its 
business with double digit revenue 
growth through additional external 
contracts. The percentage of business 
from outside Tatts is planned to 
exceed 70% in the 2013 financial year, 
further reducing the previous reliance 
on the Tatts business and providing 
scope for improved profitability.

talarius has shown signs of 
improvement in what is a very 
difficult economic and operating 
environment in the UK. The business 
has acquired a small number of 
additional operating locations to 
broaden its base, and will be a net 
beneficiary from the shift in taxation 
arrangements that apply to the 
gaming machine industry in the UK.

Our balance sheet
Tatts continues to benefit from a 
strong and enviable balance sheet. 
At 30 June 2012, our net debt to 
EBITDA was only 1.8 times, with 
interest cover of 6.3 times, both 
exceptionally strong positions. 
Careful management of the balance 
sheet and cash flows over the last 
few years has ensured that even 
with Tatts Pokies EBITDA ceasing in 
August 2012, these ratios will remain 
well within ‘investment grade’ criteria 
and bank covenant levels. This not only 
ensures capacity to fund growth, but 
at the same time enables the Company 
to maintain its dividend payout ratio 
at high levels.

We have also secured and extended 
our debt maturity profile. The 
successful completion of the seven-
year Tatts Bonds Issue in June 2012, 
raising $194.7 million, was a pleasing 
outcome that demonstrated investors’ 

Chairman’s 
repOrt CONTINUED
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confidence in Tatts despite difficult 
financial markets. The Tatts Bonds 
supplement the US Private Placement 
undertaken in the 2011 financial year 
to further extend our debt maturity 
profile, as well as provide debt 
diversification and flexibility. This 
places Tatts in a strong position 
for refinancing maturing bank 
debt in 2013.

Our shareholders
Tatts will pay out 97.5% of profits as 
dividends to shareholders in respect 
of the 2012 financial year, representing 
23.0 cents per share. This is the sixth 
consecutive year where the dividend 
payout ratio is above 90%, a threshold 
the Board intends to continue into 
the future. The Dividend Reinvestment 
Plan (DRP) has been retained, again 
offering a 1.5% discount to participants.

Importantly, maintaining a high 
dividend payout ratio has not impeded 
Tatts’ ability to continue to invest in 
and grow the business to secure our 

future. It is gratifying to see our 
achievements and future prospects 
being acknowledged in the share 
market performance, with Tatts 
outperforming the ASX200 on 
a Total Shareholder Return basis 
over the 12 month and three year 
periods to 30 June 2012.

Our future 
From 16 August 2012 the Tatts Pokies 
business ceased operations following 
a government decision in April 2008. 
Over the last four years, much has 
been done to prepare Tatts for this 
day. While the Board intends to 
maintain a high dividend payout ratio 
into the future, the cents per share that 
will be paid in the 2013 financial year 
will necessarily reduce to reflect the 
reduced profits with Tatts Pokies 
ceasing business.

By the middle of next year Tatts’ 
head office will have completed 
its relocation to Queensland. The 
Queensland Government has helped 
to create an environment with long 
term licences for Tatts, and we are 

pleased to consolidate the Group in 
Queensland. Tatts has also commenced 
proceedings against the State of 
Victoria in the Supreme Court of 
Victoria for compensation on the 
expiry of its Gaming Operator Licence. 
These proceedings are continuing 
and we will pursue them vigorously 
on behalf of our shareholders.

The Tatts Lotteries business has been 
substantially expanded over recent 
years through acquisition and organic 
growth from 2007 EBITDA of $35.3 
million to $223.8 million in 2012, and 
is expected to represent around 50% 
of Tatts’ EBITDA in the 2013 financial 
year. TattsBet with the addition of 
Tote Tasmania, is expected to make 
up around 35% of the 2013 financial 
year EBITDA. Tatts Lotteries and 
TattsBet both command strong market 
positions and a growing online 
presence. Importantly, over 75% of 
Tatts’ EBITDA (excluding Tatts Pokies) 
is generated from licences that run 
for more than 35 years.

Our future is secure.
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Through our investment in licences, 
businesses, brands and technology, 
Tatts is in great shape to grasp the 
opportunities ahead. Without being 
prescriptive or restrictive, Tatts is 
committed to actively pursuing:

•	 Further lottery licence opportunities 
within Australia and internationally, 
drawing on our proven lottery 
operator and in-house system 
capabilities to drive shareholder value.

•	 Greater market share and reach 
for Tatts.com in the online market, 
capitalising on the operation of 
our single purse for customers.

•	 Continuing to shape the existing 
businesses to maintain their 
efficiency and effectiveness 
in an ever changing future.

Our people
Of course nothing can be achieved 
without the dedication of our 3,300 
people across Australia and in the 
United Kingdom to make it happen. 
The gender diversity of our work 
force is pleasing, as are the results 
achieved for shareholders through 
collective efforts to continuously 
improve and expand our business 
and service to customers.

This review would not be complete 
without acknowledging the 
outstanding contribution of our long 
serving Chief Executive, Mr Dick 
McIlwain. Dick was the inaugural 
Chief Executive of UNiTAB when 
it first listed on the ASX in 1999 with 
a market capitalisation of $260 million, 
assuming the same role with Tatts 
following the merger of the two 
companies in 2006. Dick has overseen 
significant growth and been a key 
driver of industry consolidation during 
his tenure. Dick will retire from Tatts, 
leaving the Company with a market 
capitalisation of approximately 
$3.8 billion, and a business in excellent 
shape to embrace the future. Thank 
you Dick, on behalf of the Board and 
all shareholders.

Harry Boon 
Chairman

Chairman’s 
repOrt CONTINUED
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30 June 
2012

30 June 
2011

30 June 
2010

30 June 
2009

30 June 
2008

A$m A$m A$m1 A$m5 A$m5

Revenue 3902.0 3669.3 3298.0 3252.5 3094.2

Statutory charges
– Government 1898.0 1768.3 1531.4 1479.7 1439.5
– Other2 900.3 869.1 804.8 811.9 774.2

Operating costs2 453.5 415.6 398.7 401.5 364.7

EBITDA 650.2 616.3 563.1 559.4 515.8

NPBT 450.5 398.9 404.0 400.5 370.6
NPAT 319.1 275.4 282.4 277.4 257.6

Cents Cents Cents Cents Cents
Earnings per share3 23.8 21.2 22.1 21.9 20.4

Dividend per share4 23.0 21.5 21.0 21.0 20.0

% % % % %
Dividend payout ratio 97.5 102.3 95.1 96.0 98.2

Notes:

1. The 2010 underlying results in the table above differ from the reported results as a result of the following one-off and non-continuing 
adjustments at a NPAT level:

 Reported NPAT 119.4
 Talarius – impairment ($140 million), hedging ($2.1 million) and venue restructure costs ($15.1 million) 157.2
 Maxgaming – effective life adjustment to software 17.7
 NSW Lotteries – restructure costs 2.1
 South Africa – trading profit and profit on sale -14.0
 Underlying NPAT 282.4

2. Product and program fees have been reclassified as ‘statutory charges – other’ in each year.

3. EPS is calculated using the weighted average number of shares on issue throughout the year.

4. 2010 includes the special dividend paid on 1 October 2010, effectively substituting for the final dividend both in quantum and timing.

5. Includes the results from the South African business, which was sold during the 2010 year.
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Over 3,000 
CustOmers
eAch weeK ARe TAKiNG 
AdvANTAGe of The SiNGle 
PURSe, By PURchASiNG 
BoTh loTTeRieS ANd 
wAGeRiNG PRodUcTS 
viA TATTS.com
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•	 Tatts.com launched with a single 
online account for lottery, racing 
and sports betting services.

•	 launch of Android and iPhone 
mobile applications for racing 
and sports betting.

•	 Tatts.com – one of Australia’s 
most visited gambling websites 
according to hitwise.

Tatts Online was established in 
2011 as a vehicle to harness the 
investments in technology already 
made within the Tatts Lotteries and 
TattsBet businesses, and leverage 
that investment to create a leading 
presence in the online channel.

Following the investment in an 
in-house developed lottery system 
and enhancements to our TattsBet 
wagering platform, Tatts undertook 
a major technology project to bring 
the two together to form a new 
compelling and competitive online 
offering – Tatts.com

Tatts.com, through the internet, 
tablet PC and mobile phone apps, 
empowers our customers. It provides 
our lottery and wagering customers 
with the choice of how, when and 
where they purchase our products 
across Tatts’ terrestrial and online 
channels. Importantly, Tatts.com 
enables our customers to play 
our lottery and wagering products 
from one single account.

Creating one single online account 
provides a tremendous opportunity 
to extend our product offering to 
customers currently beyond our reach. 
This is a product offering unrivalled 
by other online providers covering 
lotteries, totalisator betting and fixed 
price race and sports betting. Tatts’ 
strong presence and brand recognition 
in Victoria, and NSW Lotteries’ 
similar status in NSW, also provides 
a significant customer base to which 
TattsBet can extend its wagering 
and sports betting services offer.

Since the launch of Tatts.com in 
October 2011:

•	 Wagering turnover through online 
channels has increased by 9%, and 
lotteries by 28%.

•	 The number of accounts purchasing 
wagering products each week 
has increased by 19%, and 
lotteries by 37%.

•	 The number of accounts purchasing 
wagering products each week 
in NSW and Victoria has 
increased 62%.

•	 Over 3,000 customers each week 
are taking advantage of the single 
purse, by purchasing both lotteries 
and wagering products via Tatts.com

Tatts.com continues to enjoy strong 
growth, particularly for special events. 
Rising from an early peak of 494,000 
visits for the 2011 New Year’s Eve lotto 
draw, Tatts.com saw 830,000 visits for 
the $70 million Oz Lotto jackpot draw 
in early May 2012.

On the day of the $70 million Oz 
Lotto jackpot draw, over 30,000 
new accounts were created, and 
$4.5 million in lotto purchases 
were made using Tatts.com

Since its launch, Tatts.com has enjoyed 
a solid position as one of Australia’s 
most visited gambling websites 
according to Hitwise, with the site 
regularly rising to the number 
one spot during peak periods.

While the web remains the dominant 
online sales channel, Tatts Online is 
also focused on the rapidly growing 
mobile market. With the recently 
launched wagering apps for Android 
and iPhone, TattsBet’s products 
are now available via smartphones.

Launched in late March 2012, the 
Android app had received over 
6,800 downloads and had generated 
over $4 million turnover by 30 June 
2012, despite only moderate initial 
marketing. The iPhone app was 
launched on 25 June 2012, and had 
already received 5,600 downloads 
and generated over $300,000 
turnover by 30 June 2012.

In June 2012, over 19% of visitors to 
Tatts.com were using mobile devices. 
With plans to bring the single purse 
to the mobile apps market in 2013, 
and to release a version of the website 
optimised for tablet devices, the 
potential for growth in the mobile 
market is exciting.

In social media, Tatts has over 
40,000 Facebook fans and an active 
base of Twitter followers accessing 
upcoming event information, pricing, 
and notable market movements. 
These figures, achieved in just eight 
months since launch, more than rival 
other gambling sites that have been 
operating for much longer periods. 
Delivery via these channels allows 
us to engage with our clients in an 
informal manner, extending our 
existing customer-friendly terrestrial 
business into an online ‘human’ face.

Much has been achieved in a short 
timeframe, with significant progress 
made to move towards a market 
leading position. These achievements 
reflect the benefits of getting such 
investment right rather than rushing 
to market to get often misguided and 
sub-optimal early mover recognition. 
The Tatts Online team will continue to 
take advantage of the momentum built 
since launch, listen to our customer’s 
feedback and evolve the online 
offerings to ensure we continue 
to appeal to our customers.

tatts 
OnLine

full online offer through a single purse
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•	 Achieved very strong revenue growth 
across the portfolio of products.

•	 completed the integration of NSw 
lotteries incorporating the roll-out 
of the Tatts in-house lottery system.

•	 Secured a new 20 year lottery 
agreement in the Northern Territory.

Strong revenue growth in the 2012 
financial year provided the platform for 
a great profit result. Revenue for the 
2012 financial year was up 10.1% to 
$1,767.5 million. The ongoing benefits 
achieved from business integration 
contributed to EBITDA increasing 
14.0% to $223.8 million.

At the time of the acquisition of 
NSW Lotteries, it was flagged that 
Tatts Lotteries should contribute 
$240 million EBITDA in the 2014 
financial year. This result puts Tatts 
Lotteries well ahead of that target. 
During the 2012 financial year, NSW 
Lotteries achieved 10.9% revenue 
growth, demonstrating the value 
of this recent addition to the Tatts 
Lotteries portfolio and the various 
initiatives implemented since the 
acquisition in April 2010. 

Tatts Lotteries recorded 9.6% revenue 
growth from our retail network. This 
result again demonstrates the resilient 
nature of this business given the tight 
retail market conditions that have 
prevailed during the financial year. 
Sales from our retail agency network 
continue to represent 93% of total 
sales and remains an important 
distribution channel for Tatts Lotteries.

This financial year saw the contribution 
to the strong sales growth come from 
the majority of our key lotto game 
brands with a number of standout 
performances. 

Saturday Lotto, which represents 
40% of total Tatts Lotteries revenue, 
was up 12.1% for the year benefitting 
from an additional Megadraw on 
30 June 2012. As we celebrate the 
40th birthday of Tattslotto in Victoria, 
Saturday Lotto continues to attract 
strong player loyalty and support, 
reflected in consistently high 
weekly sales and increased player 
participation levels for the Superdraw 
and Megadraw events. During the 
12 months to 30 June 2012, an 
astounding 120 million Saturday 
Lotto tickets were sold to customers.

Oz Lotto revenue was up 19.3% for 
the 2012 financial year, benefitting 
from a jackpot roll culminating in the 
$70 million jackpot on 8 May 2012. 
With players focusing their spending 
on the product with larger jackpot 
activity, Powerball was slightly down 
on the prior year, with revenue down 
1.3% to $277.9 million. Oz Lotto and 
Powerball combined represent 
approximately 34% of total Tatts 
Lotteries revenue.

Despite being more sensitive to 
discretionary income spend decisions, 
Instant Lottery sales maintained 
positive momentum in the tight retail 
environment. The growth in Instant 
Scratch-Its in NSW Lotteries’ market 
was the strongest performer achieving 
a revenue growth of approximately 
4.3%. Overall the underlying sales 
trend was positive with 2.3% growth

in Scratch-Its achieved for the 2012 
financial year. New games including 
$1 million Black Edition, Deal or 
No Deal, and Mega Puzzler were 
introduced during the year. Meanwhile, 
Crosswords continue to be one of 
the most popular instant games 
across all jurisdictions making up 
32% of Scratch-Its revenue.

The Monday & Wednesday Lotto 
game was successfully relaunched in 
February 2012 and now offers up to 
two Division one winners the chance 
to win $1 million each. The combination 
of the new first Division prize offer and 
the introduction of an additional prize 
Division delivered good growth in the 
second half of the financial year, 
resulting in revenue up 4.4% for 
the 2012 financial year. 

NSW Lotteries’ State draw lottery 
game, Lucky Lotteries, achieved 59.8% 
growth driven by a record jackpot 
of the $5 draw lottery which reached 
an unprecedented $38.2 million. 

Meanwhile, work continued 
on the in-house lottery system 
implementation to provide a 
common technology platform 
across all our lottery businesses. 
The system was successfully 
implemented in NSW Lotteries in 
May 2012, along with the roll-out of 
new terminals across the entire NSW 
Lotteries retail network, providing 
substantial efficiencies into the future.

The cutover to our own TattsTech 
lottery system coincided with the 
commencement of direct online selling 
to NSW Lotteries players. Lottery 
players across our entire licensed 
jurisdictions can now establish a single 
account online through Tatts.com to 
purchase their lottery, wagering and 
sports betting tickets. Launching mobile 
applications will further enhance player 
experience and flexibility.

The next phase of the technology 
upgrades will see the implementation 
of the new TattsTech lottery system to 
Golden Casket outlets in Queensland 
along with the installation of new 
terminal hardware in Golden Casket 
and Tatts jurisdictions. This work is 
planned for completion in the 2013 
financial year. 

A standout year

tatts 
LOtteries 

results table

Reported Results
30 June 2012 

A$m
30 June 2011 

A$m
Revenue 1767.5 1605.0
Total expenses 1543.7 1408.6
eBItDA 223.8 196.4
Depreciation and amortisation 21.2 21.4
eBIt 202.6 175.0
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Tatts Lotteries continues to seek out 
opportunities to further strengthen 
our business model. An agreement 
was recently signed with the Northern 
Territory government providing a 
new 20 year opportunity to conduct 
specified lotteries in the NT. Meanwhile, 
the South Australian government is 
progressing towards the sub-licensing 
of a private entity to operate SA 
Lotteries, with Tatts indicating its 
interest in this opportunity.

Internationally there is an increasing 
trend towards the adoption of private 
lottery operator models. The Irish 
Lottery along with several lottery 
operations in the United States of 
America are recent examples. These 
opportunities are being investigated 
by Tatts and will be pursued where 
the proposed model is commercially 
attractive and can benefit from Tatts 
Lotteries’ established and proven 
lottery operating capabilities and 
in-house technology infrastructure.

10.1%
revenue 
grOwth

TATTS loTTeRieS 
RecoRded
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10.3%
TATTSBeT eBiT 
(UNdeRlyiNG) 
wAS UP 
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•	 The acquisition of Tote Tasmania, 
effective 27 march 2012.

•	 The improved commission/win 
rates achieved in both pari-mutuel 
and fixed price betting generating 
solid overall revenue growth.

•	 The extension of TattsBet’s online 
presence and reach through the 
launch of Tatts.com and the 
introduction of the TattsBet 
Android and iPhone apps.

TattsBet’s retail wagering business 
was expanded during the 2012 
financial year through the acquisition 
of Tote Tasmania for $108.1 million 
effective from 27 March 2012. 
The integration of Tote Tasmania, 
which saw Tasmanian sales through 
TattsBet’s systems from day one, was 
completed by 30 June 2012 at a cost 
of $12.2 million, including the roll-out 
of TattsBet systems and information 
displays to the 138 sites in Tasmania. 
With integration behind us, the 2013 
financial year should see Tote Tasmania 
contribute sales of around $250 million 
to the TattsBet pool, with the EBITDA 
contribution expected to be around 
$12.5 million.

The three month contribution in 
the 2012 financial year from Tote 
Tasmania combined with organic 
growth has seen TattsBet sales 
approach $3.5 billion for the year to 
30 June 2012. The ability to effectively 
manage the migration of win and place 

bets from pari-mutuel to fixed price 
betting, combined with continued 
strong growth in sports betting, 
has seen TattsBet’s revenue from 
wagering sales increase by 4.3% to 
$583.4 million. Meanwhile, all revenue 
increased by 5.1% to $623.3 million.

Importantly, the combination of 
a culture of cost management and 
a customer base more frequently 
choosing to transact with TattsBet 
online rather than by telephone, has 
contributed to EBITDA improving 
0.6% to $144.1 million despite incurring 
$12.2 million in restructuring costs. 
Without these one-off costs, EBITDA 
was up 9.1%.

TattsBet now operates from more 
than 1,250 venues and more than 
100 race tracks across Queensland, 
South Australia, the Northern Territory 
and Tasmania. With a strong retail 
customer base, retail sales, including 
on-course, continue to represent 
approximately 74% of TattsBet 
total sales, with account betting 
contributing the remainder. The 
composition of account betting 
continues to shift towards transacting 
online, with 17% of sales now 
conducted over the internet and 
9% from telephone betting. The 
extension of TattsBet’s internet 
offering and the introduction and 
promotion of mobile apps should 
see this composition shift accelerate.

Pleasingly, since its launch in October 
2011, Tatts.com has quickly shown its 
potential through enabling new and 
existing customers from both Tatts 
Lotteries and TattsBet to purchase 
lottery, wagering and sports betting 
products from a single account.

Meanwhile, the integration of Tote 
Tasmania has seen the number of 
radio transmitters broadcasting 
TattsBet’s TAB radio program 
increase from 86 to 100.

During the financial year, TattsBet 
completed the development of its 
cashless, touch screen self-service 
terminals. A limited number of 
terminals are being trialled in 
Queensland, Northern Territory 
and Tasmania to satisfy regulatory 
requirements. It is anticipated that 
a wider roll-out will commence early 
in the second half of the 2013 financial 
year. These terminals will provide a 
cost effective TattsBet service in many 
pubs and clubs which currently do 
not have a TattsBet service, or have 
limited bar staff to service customers.

Additionally, TattsBet has introduced 
a mobile betting van in Queensland 
to promote both pari-mutuel and fixed 
price betting services at race tracks 
and sporting venues. This facility 
is similar to those that are already 
operating in South Australia, the 
Northern Territory and Tasmania.

At a product level, the continued 
migration of win and place betting 
to the fixed price book has seen exotic 
bets, such as trifectas and quadrellas, 
increase to 46% of the totalisator pool, 
with win and place race betting now 
representing 54%. Racing continues 
to dominate the fixed price book, with 
78% of fixed price revenue being on 
racing and 22% on sport. Government 
discussions regarding the ability to 
offer in-play betting on the internet 
could see this percentage shift if 
the proposed changes are adopted.

A year of competitive positioning

tattsbet

results table

Reported Results
30 June 2012 

A$m
30 June 2011 

A$m
Revenue 623.3 593.0
Total expenses 479.2 449.7
eBItDA 144.1 143.3
Depreciation and amortisation 20.0 19.7
eBIt 124.1 123.6
Add back tote tasmania restructure costs                  12.2 0.0
underlying eBIt 136.3 123.6
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•	 improved revenue and profitability 
in the last full year of operation.

•	 five venues switched to 
Tatts Pokies during the year.

•	 Successful implementation 
of the exit strategy.

With the Tatts Pokies licence expiring 
on 15 August 2012, the objectives for 
the year were to continue to improve 
revenue whilst reducing operating costs 
and ensuring the implementation of 
a clean exit strategy. Tatts Pokies has 
successfully achieved these objectives.

In the last full year of operation, 
Tatts Pokies is finishing on a high 
note. Revenue for the year was up 
2.3% in a market that overall grew 
only at 1.1%. Importantly cost 
management has seen EBITDA 
grow 3.3% to $234.6 million. Reduced 
depreciation following the forward 
sale of gaming machines during 
the year resulted in EBIT improving 
13.1% to $225.1 million.

During the year, many venues started 
positioning themselves in preparation 
for their operations post 15 August 
2012. This process resulted in five 
venues operating 350 EGMs switching 
to Tatts Pokies during the year. 
Offsetting this, some venues 
commenced removing EGMs to 
ensure they will meet the regulatory 
requirements post 15 August. As 
a result, Tatts Pokies concluded 
30 June 2012 with 248 venues 
operating 12,940 EGMs, down 268 
EGMs on the same time last year.

The forward sale process conducted 
during the year resulted in over 
13,600 EGMs being sold to venues, 
with proceeds of $66.3 million being 
received by 15 August. In addition, 
an agreement to assist the new EGM 
monitoring provider in Victoria will 
result in an additional $14.5 million 
being received for the sale of in-venue 
infrastructure and the provision of 
services until February 2013.

This process has given Tatts Pokies 
a clean exit from the business that 
it has operated in Victoria since the 
industry commenced in 1992. The 
contribution of staff in the Tatts 
Pokies business under difficult 
circumstances must be acknowledged. 
Their commitment to ensuring the 
continued smooth operation of the 
business during this final year, and 
in implementing the exit strategy, 
was outstanding.

A clean exit after 20 years in operation

tatts 
pOkies

“

”

The contribution 
of staff in the 
Tatts Pokies business 
under difficult 
circumstances must 
be acknowledged.

results table

Reported Results
30 June 2012 

A$m
30 June 2011 

A$m
Revenue 1255.2 1226.7
Total expenses 1020.6 999.6
eBItDA 234.6 227.1
Depreciation and amortisation 9.5 28.1
eBIt 225.1 199.0
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revenue
foR The yeAR wAS UP 2.3% 
iN A mARKeT ThAT oveRAll 
GRew oNly AT 1.1% 

TATTS PoKieS
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•	 Growth in maxreports benchmarking 
subscription base. 

•	 launch of my Jackpots in 
Queensland to tap into the 
market demand for standalone 
progressive jackpots.

•	 launched new vector touch 
screen lcd player loyalty interface 
technology in Queensland.

•	 Successful development and launch 
of two new proprietary State-wide 
jackpot links for the NSw market.

Revenue for the 2012 financial year 
was down 1.7% to $114.7 million, with 
EBITDA up 0.2% to $65.8 million.

The Queensland business returned 
to revenue growth after the disruption 
from floods in the previous year. 
To capitalise on market demand for 
single machine standalone progressive 
jackpots, Maxgaming created the 
industry’s first system generated 
single machine mystery jackpot, 
My Jackpot. Installations of this 
patented technology have exceeded 
expectations, with venues adding the 
My Jackpot bonus to their existing 
standard machines to give them a 
new lease of life. This has offset the 
generally constrained linked jackpot 
revenue growth flows. We anticipate 
taking this technology into the NSW 
links market in the 2013 financial year.

Continued political uncertainty 
surrounding pre-commitment systems 
has suppressed sales of our card 
based gaming systems, including the 
My Limit voluntary pre-commitment 
system. Meanwhile Maxgaming has 
the necessary technology to support 
voluntary pre-commitment in all our 
jurisdictions and is ready to respond 
to any commercial opportunities.

Maxgaming continues its technology 
and product development leadership 
in other areas with the launch of our 
Vector touch screen LCD player 
identification/card reader module. 
The Vector represents a technology 
leap over previous monochrome text 
display units, offering a host of 
possibilities including video streaming 
and direct communication to the 
patron. Development and regulatory 
engagement work done in the 2012 
financial year has also brought us 
closer to the launch of in-venue 
WIFI services, which will enable 
gaming staff to perform cancel 
credit procedures anywhere on the 
gaming floor via a tablet device. 
This patented ‘Max e-pay’ system 
offers the ability to electronically 
capture and store patron and 
attendant signatures as proof that a 
‘manual payment’ was completed on 
a gaming machine saving venue staff 
time and paperwork. Max e-pay is set 
for release in the 2013 financial year.

Product refresh efforts in NSW 
linked jackpots resulted in two new 
proprietary links being released during 
the 2012 financial year. Maximillions 
Gold, developed in conjunction with 
Shufflemaster, went live in late 2011 
and continues to grow in volume. 
Maxgaming also partnered with Aruze 
to develop the industry’s first multi-
terminal roulette jackpot link around 
their innovative Roulette Angels game. 
Launched in the second half of the 
financial year, Roulette Angels’ 
State-wide link has successfully 
established itself and we anticipate 
further uptake in top tier NSW clubs 
in the 2013 financial year. These 
developments have helped mitigate 
the reductions in NSW State-wide 
linked jackpot numbers from 
decommissioned links.

maxgaming

innovation to maintain profitability

results table

Reported Results
30 June 2012 

A$m
30 June 2011 

A$m
Revenue 114.7 116.8
Total expenses 48.9 51.1
eBItDA 65.8 65.7
Depreciation and amortisation 21.3 26.1
eBIt 44.5 39.6

“

”

maxgaming continues 
its technology and 
product development 
leadership in other 
areas with the launch 
of our vector touch 
screen lcd player 
identification/card 
reader module.
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•	 commenced a new five year term 
contract with Telstra representing 
annual revenue of around $25 
million for the provision of public 
telephone maintenance and 
payment collection services.

•	 Secured maintenance contracts 
covering approximately 13,000 
eGms in victoria post August 2012.

•	 Provided extensive support 
to TattsBet in Tasmania and 
Tatts lotteries in NSw for 
new equipment roll-out.

•	 establishing a base for external 
revenue that will exceed 70% of total 
revenue in the 2013 financial year.

The 2012 financial year has seen 
revenue grow by 13.6% to $103.8 
million, and EBITDA up 5.9% to 
$8.4 million.

Bytecraft continued its success 
in expanding its operations and 
broadening its contract base. 
Bytecraft now has one of the 
largest and most geographically 
distributed networks of electronic 
workshop facilities and field 
technicians in Australia, with 
over 850 employees operating 
from 26 locations Australia wide.

Bytecraft was successful in signing 
a new five year contract with Telstra 
for the maintenance of the public 
telephone network across Australia. 
This contract commenced in March 
2012, and is expected to contribute 
approximately $25 million revenue 
per year.

With the cessation of the Tatts Pokies 
business in August 2012, Bytecraft has 
successfully negotiated agreements 
directly with venues and service 
providers to ensure Bytecraft continues 
to play a major role in the future of 
EGM maintenance services in Victoria. 
In supporting over 200 venues and 
13,000 EGMs State-wide, Bytecraft will 
be providing maintenance services to 
around half the Victorian EGM market.

Bytecraft has also been successful 
in maintaining its leading market 
presence in South Australia through 
extending its service offering and 
securing additional EGM maintenance 
contracts in that State.

Bytecraft has played a significant 
role in supporting TattsBet through 
the installation of the new customer 
information displays throughout the 
Tote Tasmania network, and in the 
roll-out of the new lottery terminals 
across the entire NSW Lotteries 
agency network. Internal Group 
support work will continue into the 
2013 financial year with the roll-out 
of Tatts Lotteries’ new terminal 
network scheduled for Victoria, 
Queensland, ACT, NT and Tasmania.

The continued growth in external 
contracts has seen the composition 
of Bytecraft’s revenue shift, with 
61.4% of revenue coming from external 
sources during the 2012 financial year. 
The cessation of Tatts Pokies in August 
2012 and a full year of the Telstra 
contract should see the percentage 
of external business exceed 70% 
in the 2013 financial year.

This growth has been achieved whilst 
continuing to maintain high levels 
of service delivery, assisted through 
continued enhancements to the 
functionality of Bytecraft’s proprietary 
BSuite™ service management system.

byteCraft

five years of annual compound growth exceeding 10%

“

”

Bytecraft now has one of the largest and most geographically 
distributed networks of electronic workshop facilities and field 
technicians in Australia, with over 850 employees operating 
from 26 locations Australia wide.

results table

Reported Results
30 June 2012 

A$m
30 June 2011 

A$m
Revenue 103.8 91.4
Total expenses 95.4 83.5
eBItDA 8.4 7.9
Depreciation and amortisation 1.5 1.2
eBIt 6.9 6.7
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•	 contracting to operate seven 
Arcade facilities within the extra 
motorway Service Areas.

•	 like-for-like core sales growth 
that has outperformed the UK 
economy through a period of 
double dip UK recession.

Total revenue for the year was down 
0.7% to GBP45.2 million, with EBITDA 
also down 21.2% to GBP4.5 million. 
The subdued UK economy clearly 
continues to hamper efforts to 
grow in the short term. 

Pleasingly, the modest like-for-like 
sales growth achieved by Talarius is 
in contrast to the conditions in the 
overall UK economy, which have 
declined into a double dip recession, 
giving an indication that the Talarius 
business continues to trend towards 
a sustainable recovery.

Our online business, Quicksilver, has 
also achieved modest growth during 
the 2012 financial year, with sales up 
5.4%. Quicksilver operates an online 
casino, including various poker 
products, along with online 
gaming and bingo in the UK.

During the year Talarius was successful 
in contracting to operate the Arcade 
facilities within the Extra Motorway 
Service Areas. This contract covers 
seven such venues. Three venues 
have commenced operating and 
started to trade with positive results 
in the 2012 financial year. The 
remaining four venues will open 
early in the 2013 financial year. 
This opportunity complements 
and strengthens our current base 
business, utilising our existing 
expertise in machine management.

A critical part of the Talarius business 
is providing customer service that 
differentiates us from our competitors. 
Talarius has continued its commitment 
to ensuring our staff teams are 
engaged by improving stability 
and linking into the needs of our 
customers. Our success was 
recognised with Talarius being 
awarded The Training Journal’s Best 
Change Management Programme 
Award for 2011 for our employee 
engagement programme – Elev8.

Opportunities still exist across the UK, 
as illustrated by the addition of three 
sites in Cornwall, plugging network 
gaps in the South West corner of the 
UK in July 2012, providing incremental 
EBITDA and EBITDA growth potential. 

The Maxgaming Maxsys EGM 
monitoring system is now fully 
operational across all venues in the 
portfolio. The system provides fast 
and reliable information, enabling 
improved capability to monitor the 
performance of venues and EGMs 
within venues and enabling more 
proactive and effective venue 
management. This will be an important 
tool in driving the future of the 
business as the UK economy 
eventually begins its recovery.

Meanwhile the UK government 
confirmed changes to the taxation 
arrangements applying to the UK 
gambling industry. Effective from 
1 February 2013, a 20% rate will apply 
to category B3 EGMs and category 
C EGMs and a 5% rate will apply 
to category D EGMs. The Talarius 
machine estate is split, 72% category 
B3 and category C EGMs and 28% 
category D EGMs. Offsetting this, the 
Amusement Machine Licence Duty 
will be removed and gross EGM sales 
will no longer be subject to the 20% 
VAT applied within the UK. Despite 
no longer being able to claim an input 
tax credit on costs incurred within 
the business, these changes should 
provide a positive outcome for 
Talarius over the medium term.

While economic conditions in the UK 
remain challenging, we believe there 
are considerable opportunities ahead 
for Talarius to continue to improve its 
performance and enhance its position 
in the UK market. The use of in-house 
developed technology will reduce 
costs and provide the opportunity to 
improve operational performance of 
the existing portfolio. Pursuing options 
to enhance our foothold in the online 
sector will play an important role in the 
future strategy for Talarius to improve 
our service offering to customers in 
what is increasingly a globally 
competitive market.

taLarius

Growth in difficult economic conditions

results table

Reported Results
30 June 2012 

A$m
30 June 2011 

A$m
Revenue 69.2 72.3
Total expenses 62.2 63.1
eBItDA 7.0 9.2
Depreciation and amortisation 9.7 9.2
eBIt (2.7) 0.0
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“

”

A critical part of the Talarius 
business is providing customer 
service that differentiates us 
from our competitors.
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responsible gambling
Tatts promotes the responsible use 
of its gaming, wagering and lottery 
services in all its trading jurisdictions 
and across all channels of distribution.

With our growing online presence 
through Tatts.com, each account 
holder has access to their own 
‘Self Manage’ page. This allows our 
customers to set a maximum spend 
for lotteries purchases, enable a 
wagering pre-commitment limit or 
to self-exclude themselves from any 
further purchasing on their account.

Responsible Gambling Codes of 
Conduct exist in each of Tatts’ trading 
jurisdictions. These codes contain a 
variety of measures that respond to 
community expectations in regard 
to player protection and harm 
minimisation. These measures include 
responsible gambling information, 
pre-commitment strategies, game 
rules, advertising restrictions, 
customer complaint mechanisms 
and self-exclusion programs.

Tatts’ representatives sit on the 
respective State governments’ 
responsible gambling advisory 
bodies, and collaborate with 
relevant stakeholders, including 
representatives of the community, 
counselling and welfare agencies, 
gambling industry associations, 
local government, State government 
policy makers and regulators. 

Community support
Tatts has, for a sustained period, 
supported the communities in which 
we operate. This support includes:

•	 An annual allocation of $1.5 million 
to child health and wellbeing. The 
main recipients of these funds 
were the Royal Children’s Hospital 
Foundation and the Mater Children’s 
Hospital in Brisbane, with the 
remainder distributed by 
Queensland Health to children’s 
health projects across Queensland.

•	 Gold partner of the Brisbane 
Festival. The festival is designed 
to support community arts and 
culture in Queensland.

•	 Corporate Partner of NT Thunder 
Football, which supports the 
sporting endeavours of rural 
and remote communities in the 
Territory. One of NT Thunder’s 
aims is to have a positive impact 
on the NT community, particularly 
indigenous Territorians.

•	 Distinguished partner of the Darwin 
Festival. The festival is designed 
to support community arts and 
culture in the Northern Territory. 

•	 Naming rights sponsor of the Tatts 
Finke Desert Race. The Finke Desert 
Race is one of the biggest annual 
sporting events in the Northern 
Territory. The Finke and Tatts have 
enjoyed a strong relationship for 
more than 13 years. 

•	 The Major Partner of the Very 
Special Kids Piggy Bank Appeal. 
Tatts provides access to the 
Victorian lottery network and 
gaming venues to sell merchandise 
and raise funds, with many venues 
supplementing this by conducting 
fundraising activities.

environment
Tatts is a portfolio of neighbourhood 
based businesses reaching our 
customers through advanced wide-
area network technology. As such, 
Tatts has a relatively low environmental 
footprint and CO2 emissions profile, 
and is well below the reporting levels 
identified in the National Greenhouse 
and Energy Reporting Act.

Nonetheless, Tatts has participated in 
reporting environmental impacts to 
the Carbon Disclosure Project (CDP), 
which is run worldwide, on behalf of 
investors. Our internally conducted 
review of our major operations 
indicated the following outcomes for 
the 12 month period to 30 April 2012:

•	 Scope 1 CO2 emissions – 3,873 
metric tonnes, emanating from 
a fleet of just over 500 vehicles 
across Australia. A review of fleet 
requirements has seen an increase 
in diesel vehicles in order to keep 
increases in emissions to a minimum.

•	 Scope 2 CO2 emissions – 25,814 
metric tonnes, predominantly from 
buildings that utilised 22,111,956 

sustainabiLity

As a business operating under government-issued licences that 
are heavily regulated, Tatts has an unwavering commitment 
to good corporate governance practices which ensures that 
we operate our business activities in a sustainable manner to 
protect investors and our customers. Tatts has implemented 
and enforced a comprehensive suite of policies and procedures 
that specifically target the key governance priorities identified 
as being of greater significance for a business of Tatts’ nature.
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kilowatts of electricity, translating 
to 24,435 metric tonnes of CO2 
emissions, and 3.9 million kilometres 
of air travel, translating to 1,045 
metric tonnes of CO2 emissions.

•	 Water usage has remained 
consistent at 20,161 kilolitres.

Tatts continues to develop and adapt 
its services in response to changes 
in customer demand, and to take 
advantage of new and more efficient 
electronic service delivery systems.

Tatts’ building footprint is continually 
under review as we consolidate and 
rationalise functions within Tatts. 
With such reliance on electronic 
technology, virtual server platforms 
and cold-aisle containment strategies 
remain important factors in restraining 
the power usage of our data centres. 

Environmental management reports 
are periodically provided to the Audit, 
Risk and Compliance Committee of 
the Board.

employees
Tatts strives to attract high 
quality people to its workforce 
and to retain them through a 
flexible and safe work environment, 
as well as competitive remuneration 
and employment conditions. Our 
businesses operate across a variety 
of employment categories and 
we include technicians, call centre 
operators, administrative and 
professional employees in 
our workforce.

Tatts offers a flexible work environment 
that makes Tatts an attractive employer 
for employees seeking a work life 
balance, and ensures Tatts retains 
their experience, skills and business 
knowledge. Women comprise 40% of 
Tatts’ workforce, 87% of our part-time 
workforce and 68% of our casual 
workforce.

Voluntary staff turnover of 12.3% 
is slightly better than the average 
across all industries based on external 
benchmarking. This contributes to 
average employment tenure at Tatts 
of seven years, although this is likely 
to reduce in the coming year as the 
Tatts Pokies business ends and other 
restructuring initiatives are completed.

Meanwhile, Tatts has maintained a 
strong commitment to Workplace 
Health and Safety (WHS) standards 
that has seen a continued reduction in 
Tatts’ Lost Time Injury Frequency Rate 
(LTIFR). LTIFR is a universally adopted 
measure that reflects the number of 
workplace incidents that resulted in 
employee absence of more than one 
day per million hours worked. Tatts 
LTIFR for the year to 30 June 2012 
was a 22% improvement on the 
previous year, and was significantly 
below the external benchmark 
adopted by the Audit, Risk and 
Compliance Committee.

Lost time injury frequency rate (LTIFR)
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COrpOrate gOvernanCe 
statement

The Board recognises the importance 
of good corporate governance and 
establishing accountability of the 
Board and management.

The Board reports on its compliance 
with the ASX Corporate Governance 
Council’s Corporate Governance 
Principles and Recommendations 
(ASX Recommendations). Tatts 
Group Limited (the Company or Tatts) 
and its subsidiaries’ (Group) corporate 
governance policies centre around the 
Board, the Board committees and the 
principles that govern their interaction 
with, and oversight of, management. 
The Board is satisfied with the Group’s 
application of the principles in the 
ASX Recommendations and that Tatts’ 
corporate governance framework, 
policies and practices will ensure 
the continued effective management 
and operation of the Group.

Tatts’ corporate governance 
framework, policies and practices 
remain under regular review as 
expectations and requirements 
develop to ensure that Tatts continues 
to comply with industry practice.

the role of the board
The Board is committed to act in the 
best interests of Tatts to ensure that 
the Group is properly managed and 
consistently improved.

The principal role of the Board is to:

•	 protect and enhance the interests 
of shareholders;

•	 influence and monitor strategy;

•	 oversee the management of Tatts 
and evaluate the performance 
of the Managing Director/Chief 
Executive and other executives;

•	 provide guardianship of 
Tatts’ corporate values;

•	 monitor the integrity of 
financial reporting;

•	 oversee risk management 
and legal compliance; and

•	 oversee shareholder 
communications.

Board composition
The Board considers it important to 
maintain an appropriate mix of skills, 
experience, expertise and diversity in its 
membership to ensure that it is able to 
meet the present and future needs of 
the Group. The skills which the Board 
looks to achieve and maintain include 
business and commercial experience, 
including gambling industry experience, 
strategy development and financial 
and corporate management expertise. 
In respect of diversity, the Board 
recognises the importance and benefits 
of having, and looks to achieve, in its 
membership varying backgrounds, 
attributes and gender representation.

The minimum number of Tatts Directors 
is three and the maximum number is 
nine unless the shareholders resolve 
to vary that number. Tatts Directors 
are elected at Annual General Meetings 
of Tatts. The Board resolved in 2008 
that it be comprised of seven members. 
The Board currently comprises six 
Non-executive Directors and the 
Managing Director/Chief Executive. 
All Directors have entered into 
appointment agreements and deeds 
of indemnity, insurance and access.

The Managing Director/Chief Executive 
will not retire by rotation. Provided 
that Tatts has three or more Directors, 
one third of the Directors (rounded 
down to the nearest whole number) 
will retire at each Annual General 
Meeting. In any case, no Director 
may retain office for more than three 
years or after the third Annual General 
Meeting following the Director’s 
appointment, whichever is the longer 
period. In each case, the retiring 
Director may then seek re-election.

Board charter
The Board has developed a charter to 
provide a framework for the effective 
operation of the Board. The charter 
addresses the following matters:

•	 responsibilities of the Board;

•	 relationship between the Board 
and management;

•	 appointment and role of the 
Chairman;

•	 composition of the Board;

•	 performance of the Board;

•	 Board committees;

•	 Board meetings; and

•	 access by Directors to 
independent advice.

The Company has established the 
functions reserved to the Board and 
these are contained in its charter. The 
Chief Executive and senior executive 
group, who are accountable to the 
Board, are responsible for matters 
which are not specifically reserved to 
the Board, which can be summarised 
as the day-to-day operation and 
management of the Group.

The Board Charter can be found 
at www.tattsgroup.com/investors

Independence of Directors
Each member of the Board is required 
to apply independent judgement to 
decision making in their capacity as 
a Director. A Non-executive Director 
will be considered independent by 
the Board if no relationship exists 
between the Director and Tatts that 
may interfere with the exercise of their 
independent judgement. The Board 
considers the factors outlined below 
when assessing the independence 
of each Non-executive Director, 
being whether:

•	 the Director is or has been a 
substantial shareholder of the 
Company or an officer of, or 
otherwise associated directly 
with, a substantial shareholder 
of the Company;

•	 the Director is or has been employed 
in an executive capacity by the 
Group and there has not been 
a period of at least three years 
between ceasing such employment 
and serving on the Board;

•	 the Director is or has been a material 
professional adviser or consultant to 
the Group or an employee materially 
associated with the service provided 
in the previous three years;

•	 the Director is a material supplier 
or customer of the Group or an 
officer of, or otherwise associated 
directly or indirectly with, a material 
supplier or customer; and

•	 the Director has a material 
contractual relationship with the 
Group other than as a Director.

Tatts Group Limited – Annual Report 2012  //  23

F
or

 p
er

so
na

l u
se

 o
nl

y



Family ties and cross directorships 
may also be relevant in considering 
interests and relationships which 
may compromise a Non-executive 
Director’s independence. The test of 
whether a relationship is material is 
based on the nature of the relationship 
and the circumstances of the Director. 
Materiality is considered from the 
perspective of the Group, the Director 
and the person or entity with which 
the Director has a relationship.

The Board considers the factors 
relevant to assessing independence 
and determines the independence 
of its Non-executive Directors, and 
the Board as a whole, each year. This 
review has been carried out for the 
2012 financial year in respect of 
members of the Board. All Non-
executive Directors were considered 
to be independent with the exception 
of Mr Bob Bentley, who was, until 
30 April 2012, Chairman of Racing 
Queensland Limited which controls 
a material supplier to TattsBet Limited. 
The Board acknowledges that, 
in accordance with the ASX 
Recommendations, it has a majority 
of Directors (including the Chairman) 
who are considered to be independent.

Independent professional 
advice
External advice may be sought 
by a Director in accordance with 
the terms of the Director’s 
appointment agreement.

Each Non-executive Director’s 
appointment agreement provides that:

•	 professional advice generally in 
relation to the discharge of the 
Director’s responsibilities to the 
Company may be sought;

•	 the Chairman must be notified 
before advice is sought;

•	 any advice obtained may be given 
to the Board, if appropriate as 
determined by the Chairman; and

•	 the Company will reimburse 
reasonable expenses where the 
above procedures have been 
followed.

Senior executive performance 
evaluation
The process for evaluating the 
performance of senior executives is 
detailed in the Remuneration report. 
A performance evaluation for senior 
executives, which accords with the 
process described, has taken place 
in the 2012 financial year.

Diversity
The Board is committed to managing 
and promoting a culture of diversity 
in the workplace and adopted a 
diversity policy in June 2011. The 
Group’s diversity policy recognises 
the importance and benefits from 
having a diverse workplace which 
embraces the unique contributions 
of all employees. The objective 
of the policy is to create a diverse 
workplace made up of employees 
with skills, qualifications, attributes 
and experience that best match 
the requirements of Tatts.

Tatts is committed to promoting a 
work environment, work practices 
and company culture where individual 
difference, including gender, is 
understood, respected and fully valued. 
In December 2011, after an extensive 
internal Group-wide consultation 
process, the Board set the following 
measurable objectives to improve 
gender diversity:

1.  increase the amount of development 
offered to women to ready them for 
senior roles;

2.  increase the number of applications 
for vacancies from suitable women, 
both internal and external; and

3.  increase the number of women 
who apply for internal management 
roles in other business units within 
the Group.

The Board recognises the importance 
of not only increasing the number 
of women in senior roles but also 
sustaining those increases in the long 
term. For these reasons, rather than 
set objectives around numbers of 
women in senior roles, Tatts’ diversity 
objectives have been set around the 
strategic levers of development and 
recruitment, which will enable the 
organisation to build a pool of talented 
women who can compete successfully 
for senior roles. It is anticipated that 
the achievement of these objectives 
will, in future years, translate to an 
increased representation of women 
at senior management and 
executive levels.

In developing these objectives and 
the framework for achieving and 
measuring them, the Board recognised 
that the Group’s businesses operate in 
a variety of employment environments, 
and that the priority actions for 
improving gender diversity in a 
business such as Bytecraft, with a 
high percentage of male technical 
workers, are different from those in 
Tatts Lotteries, which employs a 
high percentage of women. Specific 
strategies differ between businesses 
but have the common themes of 
development and recruitment.

The Board, through the Governance 
and Nomination Committee, is 
responsible for overseeing the 
implementation and approval of 
programs that support the strategies 
in achieving the measurable objectives. 
A Diversity Manager was appointed in 
June 2011 and is responsible for the 
development, implementation and 
review of diversity programs and 
initiatives to support diversity.

COrpOrate gOvernanCe 
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Progress towards achieving the 
objectives between December 
2011 and June 2012 includes:

•	 Senior Managers attended 
Gender Diversity Awareness and 
Engagement education which 
covered the business benefits 
of a diverse workforce, how to 
manage a diverse workforce, 
awareness of unconscious bias 
and understanding of work 
practices that foster diversity.

•	 Targeted programs have been 
delivered to develop women with 
potential for advancement. These 
have included programs on career 
planning, personal development, 
achieving high potential, and 
provision of mentoring, with 
plans in place to deliver leadership 
development programs in the 
coming year. 

•	 Broader career paths have been 
promoted for women with the 
talent and interest to work in 
other businesses within the Group. 
Already two women identified 
through this initiative have been 
promoted to more senior positions 
within the Group. 

•	 Recruitment practices have been 
enhanced to ensure suitably talented 
women are attracted to Tatts as 
a potential employer, and that 
recruitment is based on merit and 
continues to be free from gender 
bias. This has included ensuring 
that Tatts presents a positive 
message in its recruitment 
advertisements and websites, 
recruitment agencies are active in 
canvassing suitably qualified women 
for consideration for vacancies, and 
selection panels comprise men and 
women. Relationships have also 
been established with TAFE colleges 
to encourage female graduates with 
electronics and trade skills to apply 
for roles at Bytecraft.

•	 A pay equity audit has been 
undertaken and revealed no 
gender bias in remuneration 
offered by the Group.

proportion of women across the group’s australian based 
employees as at 30 June 2012
Category number and proportion of women 
Board 1 of 6 Non-executive Directors (17%) 
Senior Executives1 8 of 39 Employees (21%)
Total Group 972 of 2429 Employees (40%)

1. The senior executive category consists of key decision makers who influence and control 
the strategic direction of their business units. This category comprises executives who 
report directly to the Chief Executive and lead business units and divisions, and general 
managers and key senior managers who report to those executives.

Efforts to improve diversity within 
particular business units have resulted 
in improved outcomes, and these will 
increase as the strategies implemented 
in recent months build momentum. 
By way of example, Bytecraft has 
increased the percentage of women 
in technical roles by over 1.7% and has 
increased the overall representation 
of women in its business by 2%. The 
Group’s Technology Division has 
doubled the percentage of new 
women employees joining the division, 
with an increase from 8.7% to 17.6%.

Notwithstanding these individual 
business unit improvements, there 
has been no change to the overall 
representation of women across the 
Group’s workforce since December 
2011. The increase in the percentage 
of women being recruited has been 
offset by the loss of women who have 
left following the relocation of roles to 
other States as part of a restructuring 
of Tatts’ businesses.

Initiatives supporting Tatts 
diversity program will continue 
to be progressed during the next 
reporting period. 

Director induction and 
professional development
Tatts has an induction program to 
facilitate immediate involvement in 
Board activities by any new Director. 
Tatts also recognises that Board 
members must be provided with a 
range of opportunities for professional 
development. The Board encourages 
Directors to identify areas for 
professional development, including 
education about key developments in 

the Group’s businesses and in the 
industries within which they operate, 
and Tatts will provide the Directors 
with sufficient access to appropriate 
resources.

board committees
The Board has established appropriate 
committees to assist it in the discharge 
of its responsibilities. However, the 
Board has not delegated any of its 
decision making authority to those 
committees except as expressly 
specified in the Committee charters.

Composition of Board 
committees
Audit, Risk and Compliance
Chairman
Brian Jamieson

Members
Lyndsey Cattermole
Julien Playoust
Kevin Seymour

Governance and nomination
Chairman
Harry Boon

Members
Bob Bentley
Julien Playoust
Kevin Seymour

Remuneration
Chairman
Julien Playoust

Members
Bob Bentley
Harry Boon
Brian Jamieson
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Other committees may be established 
by the Board as and when required. 
Membership of Board Committees 
will be based on the needs of 
Tatts, relevant legislative and other 
requirements and the skills and 
experience of individual Directors.

The performance of each Committee 
was last reviewed by the Board during 
the 2011 financial year. The next review 
will occur during the 2013 financial 
year. When undertaken, the evaluation 
process occurs by questionnaires 
which are completed by the Board and 
Committee members. Results are then 
compiled on a confidential basis and 
circulated to Board and Committee 
members and discussed as relevant. 
The results of the last review 
undertaken confirmed that the 
Committees continue to function 
in an appropriate manner.

The charter of each Board Committee 
is available on the Company’s website 
at www.tattsgroup.com/investors

Audit, Risk and Compliance 
Committee
(i) composition
The Chairman and members of the 
Audit, Risk and Compliance Committee 
are shown on page 25. The Board 
will ensure that an independent 
Director, who is not Chairman of 
the Board, remains Chairman 
of the Committee and that the 
Committee will have between three 
and six members, the majority of 
whom are independent Directors.

(ii) Responsibilities
The Audit, Risk and Compliance 
Committee will assist the Board 
in its oversight responsibilities by 
monitoring and advising on:

•	 the truth and fairness of the view 
given by the financial statements 
of the Group;

•	 the integrity of the Group’s 
accounting and financial reporting;

•	 the Group’s accounting policies 
and practices and consistency 
with accounting standards;

•	 the scope of work, independence 
and performance of the internal 
and external auditors;

•	 compliance with legal and 
regulatory requirements;

•	 compliance with the Group’s 
risk policy framework;

•	 the Group’s control environment;

•	 related party transactions; and

•	 the Group’s overall risk 
management program.

(iii) external auditor
It is the responsibility of the Audit, 
Risk and Compliance Committee 
to review and approve the external 
auditor’s arrangement for the rotation 
and succession of audit and review 
partners, including their approach 
to managing the transition. The 
procedure for the selection and 
appointment of the external auditor 
and the Committee’s policy for the 
rotation of external audit engagement 
partners are outlined in the Audit, 
Risk and Compliance Committee’s 
charter and described on 
the Company’s website at 
www.tattsgroup.com/investors

The external auditor must attend 
the Company’s Annual General 
Meetings, and be available to answer 
shareholders’ questions regarding:

•	 the conduct of the audit;

•	 the preparation and the content 
of the audit report;

•	 accounting policies adopted 
by the Company in relation to 
the preparation of the financial 
statements; and

•	 the independence of the auditor in 
relation to the conduct of the audit.

Governance and nomination 
Committee
(i) composition
The Chairman and members of 
the Governance and Nomination 
Committee are shown on page 25. 
The Board will ensure that the 
Chairman of the Committee is 
the Chairman of the Board or an 
independent Director and that the 
Committee will have between three 
and six members, the majority of 
whom are independent Directors.

(ii) Responsibilities
The Governance and Nomination 
Committee will assist the Board in 
its oversight responsibilities by 
monitoring and advising on:

•	 Board composition and 
succession planning;

•	 the identification of persons 
for appointment to the Board;

•	 the appointment of the Managing 
Director/Chief Executive;

•	 the process of reviewing the 
independence of Directors;

•	 Board performance evaluation;

•	 a procedure to address the induction 
and education needs of Directors;

•	 a procedure for setting measurable 
objectives for achieving diversity 
and assessing the effectiveness 
of the diversity policy;

•	 corporate governance developments; 
and

•	 the development and implementation 
of the Group’s code of conduct.

(iii) Board Performance evaluation
The Committee has responsibility 
for organising Board performance 
evaluation. A Board evaluation process 
(Board Performance Evaluation) 
and an evaluation of individual 
Non-executive Directors (Individual 
Evaluation) were undertaken during 
the 2012 financial year.
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The evaluation processes occur by 
questionnaire to Directors. The results 
are then compiled on a confidential 
basis. The results of the Board 
Performance Evaluation are discussed 
by the Governance and Nomination 
Committee and reported to the Board. 
The results of the Individual Evaluation 
are provided to the relevant Director 
and the Chairman (and for the 
Chairman to the Chairman of 
the Audit, Risk and Compliance 
Committee). The results of the 
Individual Evaluation undertaken 
in 2012 for those Directors standing 
for re-election at the 2012 Annual 
General Meeting were considered 
by the Governance and Nomination 
Committee this year, as were each 
Director’s external commitments, when 
determining whether to recommend 
those Directors for re-election.

(iv) Appointment of new 
directors and re-election 
of incumbent directors
The Company has developed a skills 
matrix which it uses to identify any 
gaps in the skills and experience of 
Directors on the Board.

Potential Directors will be nominated 
for appointment to the Board on the 
basis of a number of criteria including 
their identified skills and experience. 
This information will be communicated 
to shareholders to assist them in their 
decision whether to elect the nominee 
at the relevant Annual General Meeting.

Any person invited to join the Board 
will enter into an appointment 
agreement setting out the Director’s 
duties, rights, responsibilities and the 
terms and conditions associated with 
that appointment. All new Directors 
appointed to the Board will undertake 
an induction program co-ordinated 
by the Company Secretary.

The process for re-election of 
incumbent Directors can be found 
on the Company’s website at 
www.tattsgroup.com/investors

Remuneration Committee
(i) composition
The Chairman and members of the 
Remuneration Committee are shown 
on page 25. The Board will ensure 
that an independent Director who is 
not the Chairman of the Board remains 
Chairman of the Committee. The 
Managing Director/Chief Executive 
is invited to attend meetings at the 
request of the Committee members. 
The Board will ensure that the 
Committee will have a minimum 
of three Non-executive Director 
members and have no more than 
six members, the majority of whom 
are independent directors.

(ii) Responsibilities
The Remuneration Committee 
will assist the Board in its oversight 
responsibilities by monitoring and 
advising on:

•	 Non-executive Director 
remuneration;

•	 Managing Director/Chief Executive 
performance review and fixed and 
variable at-risk incentive 
remuneration;

•	 executive remuneration and 
allocations of variable at-risk 
incentive remuneration to 
executives;

•	 incentive remuneration structures 
that link incentives to performance 
measures and targets that will drive 
shareholder value;

•	 employee equity plans;

•	 executive recruitment, retention, 
termination policies and succession 
planning; 

•	 remuneration disclosure; and

•	 risk management and controls 
regarding remuneration.

risk management
Tatts operates a risk management 
framework that provides the Board 
with a communication process to 
continually assure them that risks 
inherent in the operations and 
activities of the Group have been 
prudently managed.

The Board has delegated the review 
of risk management practices to 
the Audit, Risk and Compliance 
Committee. As part of this role, the 
Committee regularly reviews the 
effectiveness of the risk management 
system and reports to the Board on 
the risk management framework 
throughout the year. As part of this 
process, the Board adopted a formal 
policy to provide a system for 
managing risks and informing 
stakeholders.

Tatts’ management team is responsible 
for identifying risks to the business, 
developing and implementing risk 
mitigation strategies and reporting 
the effectiveness of managing these 
risks to the Board. Internal Audit 
provides assurance to management, 
the Committee and the Board on the 
adequacy of the risk management and 
internal control systems. Management 
reports to the Committee on the 
material business risks and the extent 
to which they believe these risks are 
being managed, at least annually.

Management have identified risks 
in four core areas: strategic risk, 
operational risk, financial risk and 
compliance risk. By way of illustration, 
management identified a series of 
operational risks which include:

•	 narrow markets and reliance 
on licences;

•	 partners and others (e.g. racing 
industry, agents and lottery blocs);

•	 reliance on technology; and

•	 reputation/social responsibility.
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Management have also identified 
particular internal controls to mitigate 
these risks, which include:

•	 corporate planning and key strategic 
project implementation;

•	 the financial practices undertaken 
pursuant to the policies and 
procedures such as delegations 
of authority, budget monitoring 
and project performance reports;

•	 the operation and reporting 
structures of Tatts compliance 
programs in relation to regulatory 
requirements of Tatts businesses 
and industry practice which deal 
with specific areas of risk such as 
licensing requirements, contractual 
obligations, WH&S and Treasury 
risk (further information on Tatts’ 
approach regarding responsible 
gambling, the environment and 
employees, including WH&S, is 
contained on pages 20 and 21);

•	 technology focused disaster 
recovery plans and security 
policy processes and practices 
and other technology related 
management structures; and

•	 an annual review of the insurance 
program to ensure adequate 
coverage of insurable risks. 

Internal Audit develops an annual 
audit program in consultation with 
management and the Audit, Risk and 
Compliance Committee, which focuses 
on testing the efficacy of operational, 
financial and compliance risks. Regular 
reports are provided to the Board.

For the 2012 financial year, 
management have reported to 
the Board, in accordance with 
ASX Recommendation 7.2, as to 
the effectiveness of the Company’s 
management of the Group’s material 
business risks. The Managing Director/
Chief Executive and the Chief Financial 
Officer have provided assurance to the 

Board, in accordance with ASX 
Recommendation 7.3, that the 
declaration provided in accordance 
with Section 295A of the Corporations 
Act 2001 is founded on a sound 
system of risk management and 
internal control and the system is 
operating effectively in all material 
respects in relation to financial 
reporting risks. The Board notes 
that assurance from the Managing 
Director/Chief Executive and Chief 
Financial Officer can only be 
reasonable assurance rather than 
absolute. This is because of such 
factors as the need for judgement 
and limitations on internal controls.

Tatts will provide updates to 
its risk management framework 
on the Company’s website at 
www.tattsgroup.com/investors

key policies
Continuous disclosure policy
Tatts is committed to complying with 
its continuous disclosure obligations 
under the Corporations Act 2001 and 
the ASX Listing Rules and releasing 
relevant information to the market 
and shareholders in a timely and 
direct manner.

The Board has adopted a policy which 
is designed to ensure that information 
which is not generally available and 
which may have a material effect on 
the price or value of the Company’s 
securities (price sensitive information) 
is identified and appropriately 
considered by the Board where 
relevant and senior executives for 
disclosure to the market. The policy is 
also designed to ensure accountability 
at a senior executive level for that 
compliance. The policy also sets out 
procedures which must be followed in 
relation to releasing announcements 
to the market and discussions with 
analysts, the media or shareholders.

A summary of the continuous 
disclosure policy is available 
on the Company’s website at 
www.tattsgroup.com/investors
 
Tatts’ market announcements are also 
available on the Company’s website 
after they are released to ASX.

Whistleblower policy
The Board has adopted a policy which 
outlines the steps which Directors and 
employees should take if they have a 
genuine suspicion of improper conduct 
(as described in the policy) regarding 
Group activities.

A summary of the whistleblower policy 
is available on the Company’s website 
at www.tattsgroup.com/investors

Securities trading policy and 
remuneration hedging policy
The Board has adopted a policy 
which sets out the circumstances 
in which Directors and employees 
of the Group may deal in Company 
securities and enter into transactions 
in products which operate to limit 
the economic risk of holding the 
Company’s securities.

An overriding principle of the policy 
is that Directors and employees who 
possess price sensitive information 
must not deal in Company securities 
or enter into any transactions in risk 
limiting products. The policy specifies 
‘blackout periods’ during which 
Directors and employees must not deal 
in Company securities or enter into 
transactions in risk limiting products, 
regardless of whether or not they are 
in possession of price sensitive 
information. The policy has limited 
exceptions (e.g. acquisitions under 
employee equity plans).
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The Company has adopted a 
policy prohibiting key management 
personnel, their closely related parties 
and all other participants in any 
equity based incentive plan from 
entering transactions which limit 
that individual’s economic exposure 
to risk relating to an element of 
remuneration that has not vested 
or which has vested but remains 
the subject of a holding lock or 
other disposal restriction.

A summary of each of the securities 
trading policy and the remuneration 
hedging policy is available on 
the Company’s website at 
www.tattsgroup.com/investors

Shareholder communication 
policy
The Board has adopted shareholder 
communication practices to 
promote effective communication, 
ready access to information and 
ease of participation in general 
meetings. The Company’s website 
(www.tattsgroup.com/investors) 
contains all relevant material 
(including its policy) and the Company 
will provide a simultaneous web cast 
of the Annual General Meeting.

Diversity policy
The Board is committed to managing 
and promoting a culture of diversity in 
the workplace. Its diversity policy can 
be found on the Company’s website 
at www.tattsgroup.com/investors

Code of Conduct
Tatts is committed to promoting 
ethical and compliant behaviour 
among Directors and employees. 
To this end the Board has adopted 
a Code of Conduct applying to 
all Directors and employees. The 
Code promotes:

•	 acting with honesty, integrity 
and fairness;

•	 acting in accordance with 
the law; and

•	 using the Group’s property 
and resources appropriately, 
which includes:

 – promotion of confidentiality;
 –  avoidance of conflict of interest; 

and
 –  seeking effective and efficient 

outcomes for the Group.

The Code of Conduct can be found 
on the Company’s website at 
www.tattsgroup.com/investors

Chairman and Managing 
Director/Chief executive
The Chairman is responsible for 
leading the Board, ensuring Directors 
are properly briefed on all matters 
relevant to their role and 
responsibilities, facilitating Board 
discussions and managing the 
Board’s relationship with the 
Group’s senior executives.

The Managing Director/Chief Executive 
(CE) is responsible for implementing 
Group strategies and policies.

The Board charter specifies that 
there must be clear division of roles 
between the Chairman and CE.

Commitment
The Board held 14 Board meetings 
during the year. The number of Board 
and Committee meetings held during 
each Director’s period of appointment 
and attended by each Director is 
disclosed on page 38.

The commitments of Non-executive 
Directors are considered by the 
Governance and Nomination 
Committee prior to a Director’s 
re-appointment to the Board of 
the Company and reviewed as 
part of performance assessment.

This Corporate governance 
statement should be read in 
conjunction with the Director’s 
Report and the Remuneration 
Report (contained in the Director’s 
Report) as those Reports also 
contain information required 
to be included by the ASX 
Recommendations.
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Your Directors present their report on the consolidated 
entity consisting of Tatts Group Limited (the Company 
or Tatts) and the entities it controls (the Group) at the 
end of, or during, the year ended 30 June 2012.

Directors
The following persons were Directors of the Company 
during the whole of the financial year and up to the date 
of this Directors’ Report:

Harry Boon
Dick McIlwain
Robert Bentley
Lyndsey Cattermole AM
Brian Jamieson
Julien Playoust
Kevin Seymour AM harry boon

Chairman
non-executive Director

Member of the Board since 31 May 2005.

Harry was Chief Executive Officer and Managing Director 
of ASX listed company Ansell Limited until he retired in 
2004, a position which capped a career spanning some 
28 years with the Ansell Group. Harry has lived, and worked 
in senior positions, in Australia, Europe, the US and Canada, 
and has broad based experience in global marketing and 
sales, manufacturing, and product development. He is multi 
lingual and has a strong track record in delivering business 
results through setting ambitious goals, building the 
appropriate organisation and relationships and relentlessly 
pursuing objectives.

Harry holds a Bachelor of Laws (Honours) and a Bachelor 
of Commerce from the University of Melbourne.

other current directorships
Harry is Chairman of PaperlinX Limited (Director since May 
2008) and a Non-executive Director of Toll Holdings Limited 
(Director since November 2006), both ASX listed companies.

Special responsibilities
Chairman of Governance and Nomination Committee.
Member of the Remuneration Committee.

Former listed public company directorships 
in last three years
Gale Pacific Limited (August 2005 to November 2009).
Hastie Group Limited (February 2005 to May 2012).

DireCtOrs’ 
repOrt
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Dick mcilwain
Managing Director and Chief executive

Member of the Board since October 2006.

Dick is the Managing Director and Chief Executive of 
Tatts, previously having joined TattsBet as Chief Executive 
in 1989. He was appointed as a Director of TattsBet in 
September 1999.

Dick is a fellow of the Australian Institute of Company 
Directors and holds a Bachelor of Arts from the University 
of Queensland.

other current directorships
Dick is Non-executive Chairman of Wotif.com Holdings 
Limited (Director since April 2006), an ASX listed company.

Former listed public company directorships 
in last three years
Super Cheap Auto Group Limited (May 2004 to October 
2009).

robert bentley
non-executive Director

Member of the Board since 12 October 2006, previously 
having been appointed to the TattsBet Board in July 1999.

Bob has extensive business experience in the racing, 
pastoral and timber related industries and property 
development.

Bob was previously Chairman of Racing Queensland 
Limited, Chairman of the Australian Racing Board, Vice 
President of the Asian Racing Federation and a Director of 
the International Horse Racing Board (from 2008 to 2012).

Special responsibilities
Member of the Governance and Nomination Committee.
Member of the Remuneration Committee.

Tatts Group Limited – Annual Report 2012  //  31

F
or

 p
er

so
na

l u
se

 o
nl

y



Lyndsey Cattermole am
non-executive Director

Member of the Board since 31 May 2005.

Lyndsey was the founder and Managing Director of Aspect 
Computing Pty Limited from 1974 to 2003, and a Director 
of Kaz Group Limited from 2001 to 2004. Lyndsey has also 
held many board and other membership positions on a 
range of government, advisory, association and not for 
profit committees including the Committee for Melbourne, 
the Australian Information Industries Association and the 
Victorian Premier’s Round Table and as Chairman of the 
Woman’s and Children’s Health Care Network.

Lyndsey holds a Bachelor of Science from the University 
of Melbourne and is a Fellow of the Australian Computer 
Society.

other current directorships
Lyndsey is a Non-executive Director of Treasury Wine 
Estates Limited (Director since May 2011) and PaperlinX 
Limited (Director since December 2010), both ASX listed 
companies. She also holds directorships with the Melbourne 
Theatre Company, the Victorian Major Events Company, 
JadeLynx Pty Limited, Madowla Park Holdings Pty Ltd, 
MPH Agriculture Pty Ltd, Catinvest Pty Ltd and Melbourne 
Rebels Rugby Union Ltd. Lyndsey is also on the advisory 
board of PACT Group Pty Ltd.

Special responsibilities
Member of the Audit, Risk and Compliance Committee.

Former listed public company directorships 
in last three years
Foster’s Group Limited (October 1999 to May 2011).

brian Jamieson
non-executive Director 

Member of the Board since 31 May 2005.

Brian Jamieson was Chief Executive of Minter Ellison 
Melbourne from 2002 to 2005. Prior to joining Minter Ellison, 
he was the Chief Executive Officer at KPMG Australia from 
1998 to 2000; Managing Partner of KPMG Melbourne and 
Southern Regions from 1993 to 1998 and Chairman of KPMG 
Melbourne from 2001 to 2002. He was also a KPMG Board 
member in Australia, and a member of the USA 
Management Committee.

Brian has over 30 years of experience in providing advice 
and audit services to a diverse range of public and large 
private companies.

Brian is a Fellow of the Institute of Chartered Accountants 
in Australia.

other current directorships
Brian is Chairman of Mesoblast Limited (Director since 
November 2007) and Sigma Pharmaceuticals Limited 
(Director since December 2005) and a Non-executive 
Director of Oz Minerals Limited (Director since August 
2004) and Tigers Realm Coal Limited (Director since 
February 2011), all ASX listed companies. Further he 
is a Director and Treasurer of the Bionics Institute 
and a Director of The Sir Robert Menzies Foundation.

Special responsibilities
Chairman of Audit, Risk and Compliance Committee.
Member of Remuneration Committee.
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Julien playoust
non-executive Director 

Member of the Board since 21 November 2005.

Julien is Managing Director of AEH Group, a private 
investment company. His professional career includes 
Andersen Consulting and Accenture and he works 
across various sectors in capital structuring, mergers 
and acquisitions, strategy, change, technology and 
supply-chain programs.

Julien is a member of the Australian Institute of Company 
Directors, Australian Institute of Management, Royal 
Australian Institute of Architects and The Executive 
Connection.

Julien holds a Masters of Business Administration from 
AGSM, Bachelor of Architecture, First Class Honours 
and Bachelor of Science from Sydney University, and 
a Company Director Course Diploma from Australian 
Institute of Company Directors.

other current directorships
Julien is a Non-executive Director of Australian Renewable 
Fuels Limited (Director since April 2009), an ASX listed 
company. He is a Director of private equity company MGB 
Equity Growth Pty Limited. He is also Trustee of the Art 
Gallery NSW Foundation, Director of the National Gallery 
of Australia Foundation and on the Advisory Boards of 
University of NSW College of Fine Arts Advisory Council 
(COFA) and The Nature Conservancy.

Special responsibilities
Chairman of Remuneration Committee.
Member of the Audit, Risk and Compliance Committee.
Member of the Governance and Nomination Committee.

kevin seymour am
non-executive Director 

Member of the Board since 12 October 2006, previously 
having been appointed to TattsBet’s Board in September 
2000.

Kevin is Executive Chairman of Seymour Group, a private 
property development and investment group of companies 
in Queensland. Kevin also has extensive management and 
business experience including company restructuring and 
substantial experience in the equities market in Australia. 
Kevin was previously the independent Chairman of the 
Queensland Government and Brisbane City Council’s 
Brisbane Housing Company Limited and Chairman of 
QCTV (formerly Briz31 Community TV) and has served 
on the Lord Mayor’s Drugs Taskforce and is an Honorary 
Ambassador for the City of Brisbane.

other current directorships
Kevin is Deputy Chairman of Ariadne Australia Limited 
(Director since December 1992) and a Director of Watpac 
Limited (Director since May 1996), both ASX listed 
companies. He also holds board positions with several 
private companies in Australia.

Special responsibilities
Member of Audit, Risk and Compliance Committee.
Member of Governance and Nomination Committee.
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Dividends
The Board continues its previously indicated commitment to maintaining a high dividend payout ratio. The total dividend 
paid or payable in respect of this year is 23.0 cents per share, reflecting 97.5% of Net Profit After Tax (NPAT) being paid 
as dividends to shareholders. The final dividend of 12.0 cents per ordinary share has been determined since the end of 
the financial year, and is payable on 3 October 2012. The following dividends have been paid, determined, declared or 
recommended by the Company since the end of the preceding financial year:

Dividends $000

Final Dividend 2012
Fully franked final dividend for 2012 of 12.0 cents per ordinary share as determined by the Directors on 
23 August 2012 with a record date of 5 September 2012 and payable on 3 October 2012 163,550

Interim Dividend 2012
Fully franked interim dividend for 2012 of 11.0 cents per ordinary share as determined by the Directors 
on 23 February 2012 with a record date of 6 March 2012 and paid on 4 April 2012 147,485

Final Dividend 2011
Fully franked final dividend for 2011 of 11.0 cents per ordinary share as determined by the Directors on 
25 August 2011 with a record date of 7 September 2011 and paid on 5 October 2011 145,055

All dividends are fully franked.

Dividend Reinvestment plan (DRp)
The Company has a DRP in operation. The last date for receipt of a DRP Notice of Election to enable participation for the 
final dividend is 5 September 2012. A 1.5% discount is applicable to shares acquired under the DRP for this dividend. Shares 
acquired by a participant under the DRP will be provided via a share issue.

Further information in relation to dividends can be found in Note 26 to the financial statements.

principal activities
The principal activities of the Group during the financial year consisted of:

•	 the operation of regulated lotteries in Victoria, Queensland, New South Wales, Tasmania, Australian Capital Territory 
and the Northern Territory;

•	 the conduct of wagering and sports betting based in Queensland, South Australia, the Northern Territory and from 
27 March 2012 in Tasmania;

•	 the operation of licensed gaming machines in Victoria;

•	 the conduct of gaming machine monitoring and supply of jackpot and other value-add services in Queensland, 
New South Wales and the Northern Territory. In New South Wales this includes exclusive licences to operate 
inter-venue linked jackpots;

•	 the provision of third party installation, repair and maintenance services for gaming, wagering, lottery, banking, 
point of sale and other transactional equipment and systems throughout Australia; and

•	 the operation of licensed gaming venues throughout the United Kingdom.

financial position
Reported Group revenue for the year ended 30 June 2012 of $3,902.0 million was up 6.3% on the previous year. The reported 
revenue incorporates the three month contribution from Tote Tasmania in the 2012 results following the acquisition on 
26 March 2012.

Reported Group NPAT for the year ended 30 June 2012 of $319.1 million was up 15.9% on the previous year. Reported 
NPAT for the current year was impacted by restructuring costs associated with the Tote Tasmania integration, further 
rationalisation costs from NSW Lotteries including the lottery system replacement in May 2012, and other restructuring 
costs, all of which totalled $18.9 million.

DireCtOrs’ 
repOrt CONTINUED

34  //  Tatts Group Limited – Annual Report 2012

F
or

 p
er

so
na

l u
se

 o
nl

y



During the year, the Group completed a retail bond offer (Tatts Bonds). Tatts Bonds were listed on the Australian Securities 
Exchange (ASX) and traded on a normal settlement basis on 4 July 2012 under the listing code TTSHA. Interest on the 
Tatts Bonds is payable quarterly at a margin of 3.1% above the 90 Day Bank Bill Rate, with the first interest payment due 
on 5 October 2012. The issue of Tatts Bonds raised A$194.7 million, with the funds (net of issue costs) used to reduce 
existing debt. The Tatts Bonds mature on 5 July 2019. 

The combination of the Tatts Bonds, US Private Placement debt, and syndicated bank debt take the total committed facilities 
for the Group to $1,903.4 million at 30 June 2012. The Group’s bank debt maturities now occur in March 2013, June 2013, March 
2014, March 2015 and March 2016, with the US Private Placement Notes set to mature in December 2017 and December 
2020 and the Tatts Bonds set to mature in July 2019. The Tatts Bonds have provided diversification, lengthened the debt 
maturity profile, and given flexibility to Tatts future refinancing strategies.

At 30 June 2012, $1,300.2 million of these total debt facilities were drawn down. When netted against the Group’s cash 
holdings (excluding prize reserves), Group net debt at 30 June 2012 of $1,167.0 million represents a readily serviceable net 
debt level relative to the Group’s annual business profitability and cash flows. 

These business cash flows underpin the Group’s consistently high dividend payout ratio, and contribute to ensuring the 
Group stays comfortably within appropriate investment grade credit metrics after the Tatts Pokies business ceased in 
August 2012. 

These strong cash flows also underpin the Group’s significant levels of intangible assets that are a characteristic of the 
low tangible assets, high value networked gambling businesses comprising the Group.

review of operations
The Group is a leading provider of wide-area networked gambling services in Australia. The Group is comprised of a portfolio 
of lotteries, wagering and gaming businesses relying on wide-area network technology to deliver services to customers 
through a diversified network of retail and direct distribution channels. The Group also operates gaming machine monitoring, 
technical maintenance and network support services businesses, and has operations across every State and Territory in 
Australia, and in the United Kingdom.

The Group typically achieves consistent and reliable revenue through utilising technology solutions to deliver high volumes 
of low average value transactions through a widely dispersed distribution network. 

Tatts Lotteries delivered revenue growth for the year of 10.1% to $1,767.5 million. Saturday Lotto revenue was up 12.1%, 
continuing to benefit from a game change last year and an additional Megadraw held on 30 June 2012. Saturday Lotto 
represented 40% of Tatts Lotteries revenue. Oz Lotto revenue was up 19.3% for the year, driven by a jackpot run to $70 
million in the second half of the financial year. Powerball was down 1.3% as a result of lower jackpot activity experienced 
during the year. Oz Lotto and Powerball combined represented 34.4% of Tatts Lotteries revenue. Earnings before interest 
and tax (EBIT) for Tatts Lotteries was up 15.8% to $202.6 million for the year.

Improved commission/win rates and the inclusion of Tote Tasmania from 27 March 2012 resulted in TattsBet’s revenue being up 
5.1% to $623.3 million. Customer preferences continued to shift towards fixed price betting during the year, resulting in fixed 
price betting revenue on racing being up 37.6%, whilst totalisator revenue declined by 1.6%, resulting in overall race wagering 
growing by 3.9%. Fixed price sports betting revenue was up 12.4% for the year to $29.8 million. EBIT for the year was up 0.5% 
to $124.1 million, impacted by $12.2 million in one-off integration costs relating to the integration of Tote Tasmania. Excluding 
these one-off costs, EBIT was up by 10.3% on last year.

Tatts Pokies last full year of operation saw revenue increase 2.3% to $1,255.2 million for the year to 30 June 2012. Venue 
driven rationalisations resulted in gaming machines in operation at 30 June 2012 reducing to 12,940 despite five venues 
shifting their business to Tatts Pokies during the year. Reduced depreciation on gaming machines and continued cost 
management contributed to EBIT of $225.1 million, up 13.1% on the previous year. The forward sale of gaming machines and 
in-venue infrastructure was concluded during the year, facilitating a clean exit from the business and resulting in Tatts Pokies 
receiving $66.3 million at the end of its licence in August 2012, with a further $14.0 million to be received from monitoring 
services continuing up to February 2013.

Maxgaming revenue was down 1.7% to $114.7 million. It again experienced a challenging operating environment with political 
uncertainty impacting industry confidence and continuing to suppress sales of linked jackpot and other value-add products. 
Despite this, EBIT was up 12.4% to $44.5 million, benefiting from a $4.8 million reduction in depreciation, primarily from 
continuing in-venue infrastructure being fully depreciated.
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Bytecraft continued to expand its operations and broaden its contract base. Revenue for the 2012 financial year grew 13.6% 
to $103.8 million with revenue from external sources representing 61.4% of total revenue for the full year. EBIT of $6.9 million 
was up 2.4% on the previous year, impacted by initial costs incurred in preparation for new external contract work. This result 
continues to contain no margins on internal Group services.

Talarius’ revenue for the 12 months to 30 June 2012 was £45.2 million down 0.7% impacted by the soft economic conditions 
in the United Kingdom (UK). Gross machine income was up 1.4% on a like-for-like basis, with revenue in the last few periods 
of the financial year reflecting year on year growth. EBIT for the same period was a loss of A$2.7 million compared to a 
A$0.04 million contribution last year, reflecting ongoing restructure costs in the business and the impact from the economy 
during the year. The number of venues in operation remained consistent at 170 venues, operating 7,389 gaming machines at 
30 June 2012.

significant changes in the state of affairs
On 1 December 2011, the Group announced it had agreed to acquire Tote Tasmania for consideration of $103.0 million. 
Completion of the acquisition occurred on 26 March 2012, and a subsequent net asset adjustment payment of $5.1 million 
was made to give a total purchase price of $108.1 million. Tote Tasmania provides TattsBet with access to the Tasmanian 
racing and sports wagering market under a licence for 50 years with an option for an additional 49 years at no additional 
cost. Tote Tasmania is expected to contribute around $12.5 million of EBITDA in the 2013 financial year.

There were no other significant changes in the state of affairs of the Group during the year.

matters subsequent to the end of the financial year
On 15 August 2012, the Gaming Operator Licence as issued to the Company expired. This Gaming Operator Licence enabled 
Tatts Pokies to own and operate gaming machines in venues within the State of Victoria. The expiry of this licence means 
Tatts Pokies will no longer generate earnings and cash flows from the activities which are currently conducted under this 
licence. Tatts Pokies will continue to operate until February 2013 providing monitoring services to the incoming monitoring 
operator for fee income.

The Group will recognise operating results in relation to its gaming machine operations from 1 July 2012 to 15 August 2012. The 
change in net assets following disposal of gaming machines and the write-off of allocated goodwill is minimal. (Refer to Note 3 
in the Financial Statements for details of the expected financial impact of the cessation of the Tatts Pokies operations).

On 16 August, 2012, the Company commenced proceedings against the State of Victoria in the Supreme Court of Victoria 
for compensation on the expiry of its Gaming Operator Licence.

The Company claims that under an agreement entered into on 17 November 1995, it is entitled, on the expiry of its Gaming Operator 
Licence on 15 August 2012, to compensation in an amount equal to the lesser of the Licence Value (determined by a formula in 
the agreement to be $598 million) and the premium payments made by the new licensees. Based on the results of the auction of 
gaming machine entitlements conducted by the former Victorian Government in 2010, Tatts estimates the amount of compensation 
may be half of the $981 million paid for gaming machine entitlements under the auction process ($490.5 million) plus amounts paid 
to the State following any transfers of gaming machine entitlements prior to 16 February 2013.

At this stage it is not possible to say with any certainty when the final hearing in the proceeding will occur.

As a result of the Victorian Government’s decision, the Company decided to fully write down the value of its Gaming 
Operator Licence and brand on its balance sheet in the 2008 financial year. The accounting treatments adopted by the 
Company in writing down the value of the licence and brand are in accordance with Australian Accounting Standards, 
particularly in relation to the Gaming Operator Licence, and do not reflect any assessment by the Group of its entitlement 
to compensation.

Other than as stated elsewhere in this Directors’ Report, no matters or circumstances have arisen since 30 June 2012 which 
have significantly affected or may significantly affect the operations of the Group, the results of those operations or the state 
of affairs of the Group in future financial years.
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Likely developments and expected results of operations
In June 2011 the South Australian Government announced its intention to award a licence to third parties to operate the 
lottery in South Australia, on its behalf. This process has not been finalised at the date of this Directors’ Report, and it is 
likely that further information will be made available during the 2013 financial year. 

The combination of the Tatts Pokies business ceasing on 15 August 2012 and monitoring services in Victoria continuing 
through to February 2013 should together generate around $30 million of EBITDA in the 2013 financial year. Tatts Lotteries 
will receive the benefits of the technology integration of NSW Lotteries and improved margins from a new 20 year 
agreement with the Northern Territory. Tattsbet will have a full year contribution from the Tote Tasmania operations, 
estimated at around $12.5 million EBITDA, with no further restructure costs. With one less Saturday in the 2013 financial 
year these benefits will be partly offset in both of these businesses.

New value-add products will maintain Maxgaming’s profitability, whilst Bytecraft’s increasing external contract work will 
have moved past the set up phase into margin improvement. Talarius has new venues, revenue growth and taxation change 
benefits underpinning its 2013 financial year performance.

As outlined below under the Business Strategies section, Tatts.com will continue to develop and implement changes 
to product and distribution channels to extend the reach and availability of Tatts brands and businesses to customers, 
particularly wagering and lotteries.

In the Directors’ opinion, any further disclosure of information would be likely to result in unreasonable prejudice to the Group.

Business strategies and future prospects
Business strategies aimed at achieving the Group’s goals will include:

•	 optimising the management, operation and term of existing licences (including extending/improving licence terms) and 
businesses to achieve continued growth and operational efficiencies;

•	 participating in government processes associated with development and licensing of the gambling industry (in Australia 
and internationally);

•	 pursuing strategic acquisitions of State and privately owned gambling assets as and when they become available; and

•	 maintaining a flexible balance sheet to support the existing business and fund other growth opportunities, including 
opportunities outside the gambling industry that fit with the Group’s core competencies.

The Group has stated its interest to pursue the opportunity to acquire the South Australia Lottery business which the South 
Australian Government has stated is for sale, indicating an end of calendar 2012 completion. The Group has also stated that 
it will assess its prospects of acquiring the Irish National Lottery which the Irish Government has stated is for sale within 
potentially a similar timeframe to South Australia.

The Group will continue to develop and implement changes to Tatts.com, its internet portal, and other forms of distribution 
including smart phone and tablet PC apps and self-service terminals. The focus will be on expanding the Group’s online 
single purse, smart phone and tablet PC offer to current account holders and loyalty card members, whilst also seeking 
to attract new customers. This will be accomplished by ongoing product development across the Group’s broad suite of 
distribution channels within its business units, particularly wagering and lotteries.

In the Directors’ opinion, any further disclosure of information would be likely to result in unreasonable prejudice to the Group.

Environmental regulation
The operations of the Group are not subject to any particular and significant environmental regulation under any law of the 
Commonwealth of Australia or any of its States or Territories.
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Directors’ interests in securities
The relevant interest of each Director in securities of the Company at the date of this Directors’ Report is as follows:

Director
Relevant Interest in 

Tatts Bonds
Relevant Interest in 

Ordinary Shares
Options Over 

Ordinary Shares
Rights Over 

Ordinary Shares
Harry Boon Nil 150,000 Nil Nil
Dick McIlwain Nil 1,947,500 1,471,600 750,000
Robert Bentley 300 160,000 Nil Nil
Lyndsey Cattermole Nil 182,663 Nil Nil
Brian Jamieson Nil 80,943 Nil Nil
Julien Playoust Nil 176,000 Nil Nil
Kevin Seymour Nil 14,108,306 Nil Nil

Executive Directors are the only Directors entitled to participate in the Group’s incentive plans. Details of these interests are 
disclosed in the Remuneration Report which appears on pages 38 to 54 of this report.

Company Secretary
Penny Grau was appointed to the position of Company Secretary on 3 April 2007. Prior to this appointment, Penny practised 
as a corporate lawyer for 18 years, the last eight years as a partner with national law firm Clayton Utz. Penny holds Bachelors 
of Laws and Commerce, a Masters of Laws and a Graduate Diploma in Applied Finance and Investment.

Meetings of Directors
The number of scheduled Board meetings and meetings of Board Committees, and the number of meetings attended by 
each of the Directors of the Company during the year were:

Board of Directors 
Meetings

Audit, Risk 
and Compliance

Governance and 
Nomination Remuneration

A B A B A B A B
Harry Boon 14 14 nm nm 4 4 2 2
Dick McIlwain(a) 14 14 nm nm nm nm 2(b) 2(b)

Robert Bentley 14 14 nm nm 4 4 2 2
Lyndsey Cattermole 14 14 4 4 nm nm nm nm
Brian Jamieson 14 13 4 4 nm nm 2 2
Julien Playoust 14 14 4 4 4 3 2 2
Kevin Seymour 14 14 4 4 4 4 nm nm

Column A – Number of meetings during the year.

Column B – Number of meetings attended by the Director as a member during the year.

nm – Not a member of the relevant Committee.

(a) Managing Director, not a Non-executive Director.

(b) Not a member of this Committee but can be invited by the Committee.

Remuneration Report
Section A – Remuneration overview
This Remuneration Report describes the Group’s framework and policy for remuneration, and discloses remuneration 
arrangements and payments in the form of cash and equity for key employees. The Group recognises that employees who 
are highly motivated and aligned with shareholders’ interests are critical to the success of the business. The Group’s remuneration 
structure is designed to recruit, retain and fairly reward high calibre employees while ensuring an appropriate balance and 
alignment between employees’ and shareholders’ interests. The remuneration framework is regularly reviewed and refined 
to seek the best balance for a company which operates multiple businesses within a variety of employment markets.

DIRECTORS’ 
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The key remuneration outcomes for the reporting period are as follows:

•	 Fixed annual remuneration (FAR) will increase in September 2012 by an average of 4% across the Group consistent 
with maintaining a market benchmark position.

•	 The incentive plan introduced in financial year 2011 has been continued this year. All permanent employees in Australia 
participate in this scheme which recognises their capacity to influence the annual operating and financial results and their 
contribution to other special achievements as appropriate. This scheme is an important part of a remuneration package 
designed to attract and motivate employees in alignment with shareholder value drivers.

•	 The current plan provides more flexible and relevant incentives for employees than the previous long term and short 
term incentive schemes which were discontinued (except for in the case of the Managing Director/Chief Executive). 
The scheme provides for a benchmarked incentive that can be paid as cash and, for certain executives and senior managers, 
a mixture of cash and restricted equity.

•	 A year of strong Group performance that exceeded the previous year’s revenue, EBIT, and EPS results has produced a key 
management personnel incentive amount of $1.48 million (excluding the Managing Director/Chief Executive’s incentive). This 
strong performance delivered NPAT of $319.1 million to shareholders, an increase of $43.7 million over the previous year, and 
was achieved through revenue growth, management of costs and capital, and the achievement of key performance indicators 
(KPIs) relating to successful performance in each Strategic Business Unit (SBU) and Shared Services Division (Division). 
$0.74 million of the key management personnel incentive amount will be cash payments, and $0.74 million in rights.

•	 In determining the incentive pool for this year, the Board deducted the incentive paid in the previous 2011 financial year from 
the incentives to be paid in this financial year given last year’s incentive payment was paid at Board discretion (as the profit 
hurdle was not reached last year).

•	 During the year the 2007 financial year tranche of options and rights reached 73.58% of vesting, resulting in an additional 
13,389 rights, and an additional 206,030 options at an exercise price of $3.65 vesting. of the 2008 financial year tranche 
of options, 100% of vesting was achieved, resulting in an additional 320,195 options with an exercise price of $3.99 vesting. 
The 2009 financial year Total Shareholder Return (TSR) tranche of options reached 97.9% of vesting, resulting in 1,753,389 
options with an exercise price of $2.56 vesting.

•	 Total remuneration for the Managing Director/Chief Executive was $4,120,019. This amount includes a Short Term Incentive 
Plan (STIP) bonus of $1.54 million and an amortised cost for his unvested options and rights of $369,028. No change 
occurred in his contractual remuneration arrangements.

The information provided in this Remuneration Report has been audited as required by section 308 (3C) of the Corporations 
Act 2001.

Section B – Remuneration policy
The Board’s objective is to deliver rewards consistent with the responsibilities and performance of executives and link 
remuneration to financial performance and shareholder value. The Group’s remuneration structure achieves relevance 
for employees by balancing incentives between corporate, SBU/Division and individual performance whilst ensuring 
alignment with shareholders through corporate measures and KPIs that drive business value.

FAR or base salary (including superannuation) is set for each position around the mid-point of the market for similar 
positions around Australia, although there remains the flexibility to remunerate at other market points if necessary to 
attract suitably talented employees and/or to accommodate specific industry requirements.

Target incentives are externally benchmarked annually to ensure that they remain competitive and appropriate. Similar 
to the policy for FAR, the Group’s policy is to generally set target incentive levels around the mid-point of the market as 
externally benchmarked, with the amount of actual incentives paid depending on business and individual performance. 
Some additional bonuses may be paid for achievement of significant outcomes. The structure of the incentive scheme 
provides strong links between the business value drivers for the Group of revenue growth, cost and capital management 
(the business drivers that generate total return to shareholders), and strategically significant initiatives, to the incentives 
payable to employees. This alignment between management incentives and business value drivers is further enhanced by 
paying incentives for certain executives and senior managers as a combination of cash and rights that can be exercised 
into shares after 12 months, with a further two years of locked equity, thereby providing direct alignment with shareholder 
interests over a three year period.

This approach provides shareholders and employees with a very transparent, simple and relevant remuneration methodology 
and reporting framework. The Remuneration Report discloses the amount actually paid to employees annually with no 
complex leveraged equity components (other than those still under previous incentive structures and for the Managing 
Director/Chief Executive), and employees have a basis for remuneration which is more readily understood and relevant 
to their work outputs.
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These arrangements apply to domestically based employees and the Chief Executive of the UK business. The Group’s other 
UK employees operate under FAR and annual bonus structures that are similarly benchmarked to mid-market levels in that 
jurisdiction.

Section C – Remuneration Committee
The Remuneration Committee aims to ensure the Group has appropriate remuneration policies and procedures that fairly 
and responsibly reward executives. The Committee operates under the delegated authority of the Board and comprises four 
Non-executive Directors (one of whom is the Committee Chair). The Managing Director/Chief Executive is invited to attend 
at the request of the Committee, but does not take part in the Committee’s decisions, and nor is he present when his 
remuneration is discussed.

Remuneration Committee

Name Position Member from
Julien Playoust Chairman March 2006
Robert Bentley Member November 2006
Harry Boon Member November 2009
Brian Jamieson Member August 2005

The Board will ensure an independent Non-executive Director continues to chair this Committee. The areas of responsibility 
of the Remuneration Committee include advising on the following:

•	 Non-executive Director remuneration;

•	 Managing Director/Chief Executive performance review, fixed and variable at-risk incentive remuneration; 

•	 executive remuneration and allocations of incentives/variable at-risk remuneration;

•	 employee equity plans;

•	 remuneration disclosure;

•	 executive recruitment, termination policies, and arrangements for superannuation and succession; and

•	 risk management and controls regarding remuneration.

Section D – Non-executive Directors
Fees to Non-executive Directors are set at levels that fairly reflect the size and complexity of the Group’s operations and the 
demands which are made on, and the responsibilities of, the Directors. Fees are reviewed annually by the Board to ensure 
they are appropriate and consistent with market practice. Non-executive Directors’ fees are determined within an aggregate 
fee pool limit, any increase to which requires shareholder approval. The current maximum total Non-executive Directors’ fee 
pool is $2 million per annum, as approved by shareholders at last year’s Annual General Meeting.

Fees are paid as follows and comprise cash and statutory superannuation.

Chairman of Board $390,500 (2011: $370,000)
Non-executive Directors $158,500 (2011: $150,000)
Membership of Audit, Risk and Compliance Committee 
and Remuneration Committee

Additional $7,500 per committee membership 
(2011: $7,500 per committee membership)

Chairman of Audit, Risk and Compliance Committee Additional $25,000 (2011: $25,000)
Chairman of Remuneration Committee Additional $25,000 (2011: $20,000)

Any person invited to join the Board will enter into an Appointment Agreement setting out the Director’s duties, rights, 
responsibilities and the terms and conditions associated with that appointment. Non-executive Directors receive no 
non-monetary benefits nor are there any retirement benefit schemes other than statutory superannuation contributions.

Section E – Executive remuneration structure
The aim of the Group’s executive remuneration structure is to ensure that the overall remuneration of executives reflects their 
responsibilities and experience, and importantly, to align their incentives with the Group’s performance goals and business 
drivers that increase shareholder value.
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The Group is committed to adhering to appropriate corporate governance standards for executive remuneration, having 
regard to the ASX Corporate Governance Council’s Recommendations and relevant stakeholder bodies.

For financial year 2012 the following components comprised the total annual reward (TAR) framework for executive and 
employee remuneration:

•	 FAR comprising base pay and superannuation; and

•	 performance-based incentives benchmarked externally with the payment of such incentives based on business and 
individual performance.

Prior to the 2011 financial year, incentives consisted of a fixed target STIP and Long Term Incentive Plan (LTIP) which have 
now been replaced by a market benchmarked, flexible and effective incentive structure. Details of grants made in previous 
years under the LTIP and ongoing testing and vesting arrangements are provided later in this report.

(i) Fixed annual remuneration (FAR)
FAR for salaried employees is determined by the scope and size of the role and the level of skill and experience of the 
individual, in conjunction with a performance rating framework that assesses an individual’s performance over the preceding 
12 month period. The Group aligns executive FAR at or above the 50th percentile of the executive employment market. FAR 
is reviewed annually and adjusted subject to market movements, Group profitability, and individual performance.

The Group uses the nationally recognised Aon Hewitt (Hewitt) job evaluation system to assess the scope and size of roles 
against which industry benchmarking is carried out and internal relativities maintained. The Hewitt survey base for these 
purposes is an Australia-wide all industries database of businesses to provide relevant job point relativities to roles within 
the Group. Individual performance is assessed by reference to a set of key performance areas which include financial and 
non-financial measures. The weighting attributed to these performance areas will vary depending on the individual’s role.
Salary adjustments are made after assessment of an employee’s positioning relative to the market range for the type of 
position held, and an individual’s performance rating.

The performance rating for all employees including each executive is determined through an annual performance review 
conducted by the manager to whom the employee reports. In the case of senior executives, the review is conducted by 
the Managing Director/Chief Executive and tabled before the Remuneration Committee. The Chairman of the Committee, 
on behalf of the Committee, reviews the Managing Director/Chief Executive’s performance. Reviews are conducted against 
individual KPIs and accountabilities and goals specific to each executive’s responsibilities. Performance is then rated 
according to an achievement scale and weighted in line with the relative importance of the respective performance 
areas. Scores are aggregated to arrive at an overall individual performance rating.

There are no guaranteed base pay increases in any executive contracts of employment.

(ii) Performance-based incentives
The performance-based incentive structure under which the employees of the Group operate is one that reflects the nature 
and business model of the Group and its industry, and aligns with the factors that drive shareholder value. It achieves this 
by establishing clear and measurable performance hurdles around revenue growth, profit growth incorporating margin 
improvement and earnings per share (EPS) growth, together with SBU/Division specific performance requirements. These 
factors therefore provide meaningful targets for Group employees that ensure an incentive scheme with strong links to the 
drivers of successful company performance whilst providing flexibility to offer incentive targets and outcomes comparable 
with the market.

The amount of the potential incentive for each position in the Group (excluding the Managing Director/Chief Executive) is 
determined annually with reference to benchmark surveys across Australian businesses and industries provided by Hewitt. 
Target incentives for each role are set at or above the 50th percentile of the market, consistent with the policy position for 
FAR. This establishes the maximum potential incentive pool available each year. Target incentives are reviewed annually in 
line with data from the Hewitt surveys.

Permanent employees participate in an annual incentive scheme which recognises their capacity to influence the annual 
operating and financial results and their contribution to other special achievements as appropriate. This scheme is an 
important part of a remuneration package designed to attract and motivate employees.
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(a) Setting the incentive amount
The criteria and calculation formula for determining the incentive pool available for distribution are unchanged from last 
year and continue to be an appropriate method for linking increases in shareholder wealth with employee reward. The actual 
quantum of incentive paid to an individual is based on: 

•	 Group-wide performance;

•	 SBU/Division performance;

•	 special projects/responsibilities; and

•	 individual performance.

The key value driving components of the Group, and therefore the criteria for consideration of an incentive pool, are:

•	 revenue growth;

•	 EBIT margin growth – to calibrate revenue growth by cost control; and

•	 EPS growth – to reflect the capital management of the Group.

The nature and level of the annual Group revenue, as the key value determinant, is influenced by a number of variables 
that are largely outside management control, such as regulatory and macro-economic factors, as well as the vagaries of 
the occurrence of lottery jackpots. Therefore, to focus employees on a revenue based incentive structure that reflects this 
specific industry feature whilst ensuring that it drives shareholder value creation, the Board previously determined that an 
appropriate incentive range for revenue was one that started at 96.5% of the level achieved by the same business portfolio 
of the Group in the previous year and with the maximum incentive amount potentially available when annual revenue 
reached 105% of the previous year’s revenue.

However, whilst an incentive pool would begin to be calculated at the 96.5% level, the Board determined that no incentive 
pool would form and no incentive payments would actually be made (subject to Board discretion as outlined below), where 
revenue fell below the qualification requirement of 98% of the revenue achieved in the previous year, reflecting the Board’s 
assessment of the appropriate point of both shareholder and employee value generation. The annual revenue growth will 
be suitably adjusted for acquisitions, divestments, and major business changes to ensure the appropriate revenue outcomes 
form the incentive pool.

With ongoing refinement of this approach following two years of its implementation, and with the change in the business 
model going forward with the loss of the Tatts Pokies business, the Board has determined that the revenue parameters in 
the incentive calculation will change. From the 2013 financial year the incentive pool will now begin to be calculated at 98% 
of the previous year’s revenue (not 96.5% as previously), hence removing the need for the hurdle requirement. In addition, 
the maximum incentive amount potentially available will be when annual revenue reaches 107.5% of the previous year’s 
revenue (not 105% as previously). These parameters better fit the business going forward providing the appropriate 
alignment between shareholder and employee interests into the future.

The incentive pool available when the revenue hurdles are applied is then adjusted up or down for the percentage changes 
in the Group EBIT margins and in the earnings per share. This determines the total potential incentive pool available for 
distribution to qualifying employees. 

Group-wide performance
Approximately 40% of the total incentive pool is used to reward all qualifying employees for their collective contribution 
to Group-wide performance measured in accordance with the criteria noted above. The allocation of this amount among 
staff is determined on a pro-rata basis according to FAR, adjusted as appropriate by the individual’s performance review.

SBU/Division performance
The remaining 60% of the total incentive pool is split amongst the Group’s SBUs and Divisions. This process adds a 
number of more qualitative principles to the financial hurdles described above when determining the respective allocations 
to employees in the SBUs/Divisions. It also considers those personnel, if any, that qualify under the special projects/
responsibilities incentive component (see below). If an incentive pool does not form due to the Group’s financial performance 
not achieving the levels outlined above, the Board may exercise discretion to determine incentive(s) for specific SBUs/
Divisions that individually perform strongly against their KPIs.
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This incentive component may be granted depending on achievement of KPIs that are set annually for each SBU/Division, 
with performance assessed by the Managing Director/Chief Executive against the targets and weightings applied to these 
KPIs. The KPIs will vary for each SBU/Division depending on the critical factors for that business or function. These will 
include both financial and non-financial matters, such as:

•	 revenue growth against budget and previous year;

•	 cost control and improvement, including cost performance against budget and previous year;

•	 margin improvement (EBITDA margin to revenue) achieved by the SBU;

•	 development and introduction of successful new products;

•	 structural change that adds to profitability;

•	 efficient capital expenditure outcomes and asset sales activity;

•	 service delivery assessment by internal customers of shared service activities; and

•	 delivery of significant SBU/Division projects within cost and time expectations.

Special projects/responsibilities
The third component of the incentive relates to the level of performance by certain individuals in the achievement of special 
projects, and of individuals within the Group whose activities more directly influence the share price, investor perspectives, 
and longer term value of the Group.

Special projects would encompass major technology, business specific, or Group-wide projects designed to add value 
through substantial revenue enhancement, improved cost efficiency, or business sustainability/competitiveness. These 
initiatives may relate to delivery of projects on time and in a cost effective manner, or to the successful implementation 
above originally expected outcomes.

Such incentives, if any, will be incorporated within the 60% SBU/Division allocation, and will be determined by the 
Remuneration Committee.

Individual performance
Individual performance ratings influence the extent of participation of each employee in the total incentive to be paid 
annually by the Group. As described under FAR above, performance reviews are conducted and performance ratings are 
assigned annually. The amount of incentive payment for any individual, if any, is determined by the Remuneration Committee 
at year end, based on Group-wide and SBU/Division performance outcomes and special projects/responsibilities as 
appropriate, and impacted by individual performance ratings.

(b) Determining performance incentives
Whilst FAR and individual performance ratings influence the overall incentive allocations to individuals, these allocations 
are reviewed to ensure that equity, relativity and any outstanding achievement is recognised where needed to better reflect 
relative contributions of individuals.

Incentives are paid in cash except for executives and senior managers who have greater potential impact on share price 
and long term value generation who receive any incentive as part cash and part as rights to restricted shares – see section 
(c) below.

(c) Equity-based incentives
The rights to restricted shares awarded to executives and senior managers will be exercisable into restricted shares 
12 months after grant provided the executive or senior manager remains employed with the Group, otherwise they are 
forfeited (subject to Board discretion). once the shares are acquired, they cannot be sold or dealt with in any way for a 
further two years whilst the holder remains employed by the Group. This achieves the aim of directly aligning employee 
and shareholder interests since any movement of the Group’s share price or any change in dividends during this time is 
equally felt by the relevant executives and the shareholders.

Rights granted under this plan are priced at the VWAP (volume weighted average price) of the 10 trading days prior 
to the day the Remuneration Committee recommends that they be awarded. This approach puts shares in the hands 
of executives and senior managers at current values reflecting current performance, with the ultimate value at the end of 
the restriction period depending on executives’ and senior managers’ performance in driving capital and income growth 
for the Group in the subsequent three years. The result is direct alignment with the interests of the Group’s shareholders.
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This approach also provides to shareholders a much more transparent disclosure regime of the Group’s remuneration in that:

•	 it utilises a very clear and publicly verifiable pricing structure, being the 10 day VWAP, compared to the opaqueness of 
option-based pricing models;

•	 flowing from this, the annual remuneration tables in the Remuneration Report reflect the amounts actually paid in respect 
of the financial year, not an amortised cost amount for equity-based awards; and

•	 shareholders can more readily understand the true levels of equity exposure of executives and senior managers which 
is not necessarily the case with options and rights with their differing vesting and exercise criteria.

(d) Transitional arrangements for incentive approach
The transition to the current remuneration structure, including benchmarking under the Hewitt system of FAR and the 
incentive component, is in its second year and implementation will be managed over a number of years. A specific 
transitional feature is a temporary provision under which the Remuneration Committee may generally determine that 
a Group-wide incentive allocation will not be paid unless the net profit after tax (pre any incentive allocation) increases 
on the previous year’s net profit after tax on the same basis.

In this transition, existing LTIP grants will remain until each tranche expires. In addition, the Managing Director/Chief 
Executive’s existing contractual remuneration arrangements will not be affected.

Particularly in transition, but also on an ongoing basis, the Board retains the discretion, at the advice of the Remuneration 
Committee, to pay incentives at levels and in compositions appropriate to outcomes, even where these are outside the 
formula and/or market related benchmarks.

(e) Special circumstances incentive
The Board has reserved the right to consider special achievements when determining the amount payable in incentives. 
Major refinancing packages and substantive acquisitions are examples where bonuses were previously paid for special 
achievements. This amount can be sourced from within or outside the normal incentive pool.

Special circumstances incentives will only be paid, at the discretion of the Board, where very significant Group changing 
and/or Group defining events occur. Special circumstances might relate to a major business acquisition, an accelerated 
integration of an acquisition, a well-structured and profitable/cost minimising asset/business disposal, or an extraordinary 
Group profit outcome. Any payments of this nature will be in the form of cash. If no such qualifying events occur, there 
will be no such payments.

Special circumstances incentives may be paid along with other incentives at year end, or may occur at the completion 
of a specific project. In this financial year there were and/or will be a total of $0.44 million paid of such incentives to 
29 employees in relation to the acquisition of Tote Tasmania.

(iii) Long term incentive plan (LTIP) pre 2011 financial year
Annual grants under the Group’s LTIP were made from 2005 to 2009. With the exception of grants to the Managing 
Director/Chief Executive as approved by shareholders, no grants have been made to executives since 2009 and no further 
grants will be made as this plan has been replaced by the incentive scheme described above. The LTIP, whilst closed to any 
further grants other than those approved by shareholders to the Managing Director/Chief Executive, will continue until all 
grants are exercised or they lapse by 2016. No changes have been made to the vesting or exercise conditions of such grants 
as outlined in previous Remuneration Reports.

Vesting conditions for performance options and/or performance rights granted in 2005, 2006 and 2007 were based on 
performance against relative TSR targets. For the grants of 2008 and 2009, vesting was based on relative TSR performance 
and on achievement of EPS improvement targets achieved over three years.

The relative TSR condition requires the Group’s performance to exceed the performance of the median company in its peer 
group for any vesting to occur. If this is achieved, 50% of instruments vest, if the Group’s performance reaches the fourth quartile 
of its peer group, 100% of instruments vest, and a proportion of instruments vest for performance between these points.

The vesting targets for EPS improvement that were set at the time of grant were 25% for the three years from 2008, and 
16% for the three years from 2009. The EPS measure for the 2009 grant excludes the Tatts Pokies segment net profit after 
tax, due to the run-off of this business by August 2012. If the EPS target for a grant is met, then all rights and/or options 
tied to the EPS condition will vest. No vesting occurs if the target is not met.
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To date 205,443 performance rights and 5,071,387 performance options have vested with 84.72% of the 2005 grant (for 
which there is no further retesting), 73.58% of the 2006 grant, 100% of the 2007 grant, and 97.9% of the TSR portion of the 
2008 grant have vested. Shares issued after options and rights vest and are exercised are placed in a restricted class under 
the LTIP until the employee requests to sell them.

options, rights, and shares held in a restricted class may be subject to forfeiture if a participant commits any act of fraud, 
defalcation or gross misconduct in relation to the Group.

Since the options vested, the share price has remained below or just above the exercise prices set at time of the grant, 
and no options have been exercised.

Section F – Managing Director/Chief Executive’s remuneration structure
Under the terms of the Managing Director/Chief Executive’s contract, the remuneration structure to apply for the three 
years from 12 october 2009 to 12 october 2012 is:

•	 FAR currently of $2.207 million per annum which has been reviewed annually by the Board in accordance with normal 
remuneration practices.

•	 STIP entitlement of up to a maximum of 70% of FAR, subject to achievement of KPIs set annually and as approved by 
the Board.

•	 LTIP of 250,000 performance rights issued each year of the three year contract in october of 2009, 2010 and 2011. 
The issue of each tranche of performance rights received shareholder approval under ASX Listing Rule 10.14.

The incentive structures for the Managing Director/Chief Executive remain unchanged from those set out in the contract 
that commenced in 2009.

The STIP entitlement is based on KPIs of financial performance (measured as for the incentive structure for all employees 
in the Group described earlier), and other specific performance requirements for the position (which include strategic value 
adding initiatives, leadership development and succession, Board communication and efficiency facilitation, and stakeholder 
management). For the LTIP entitlement, 50% of the performance rights are subject to an EPS performance condition, and 
50% to a TSR performance condition. The TSR performance condition is as described earlier for the Group’s LTIP. The EPS 
performance condition for the 2009, 2010, and 2011 grants is that EPS improve by 16% (excluding Tatts Pokies) over the three 
years from the start of the respective financial year in which the grant is made. TSR performance conditions are tested for 
vesting after three years and retested twice more at six month intervals. The EPS performance condition is tested once at 
the end of three years. The Managing Director/Chief Executive has 90 days after the last date for vesting to exercise vested 
performance rights.

Section G – Hedging
Employees who receive incentives in the form of rights, options or shares (and closely related parties of key management 
personnel) may not enter into any contract, arrangement or transaction which is designed or intended to hedge or otherwise 
limit economic exposure to the risk relating to the Group’s shares which are subject to an unvested award or a vested award 
subject to a holding lock or other disposal restriction under any employee incentive plan. Any person who is proven to have 
contravened the hedging policy may face disciplinary action which, depending on the seriousness of the breach, could 
include termination of employment.

Section H – Employee share plan
The general share acquisition plan was an employee share plan by which offers were made to eligible employees to acquire 
restricted shares. The plan was discontinued as at 1 July 2007. These shares have been placed in a restricted class, to ensure 
they cannot be disposed of whilst subject to a disposal restriction and/or forfeiture condition.

Section I – Service agreements
The employment conditions of the Managing Director/Chief Executive, Dick McIlwain, and key management personnel 
are formalised in contracts of employment. other than the Managing Director/Chief Executive, all other key management 
personnel are employed under contracts of no fixed duration.
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Termination Payment Benefits 
(Other than Termination for Gross Misconduct or Retrenchment)

Name Term of Contract Period of Notice Amount of Payment1

D McIlwain Three year term 
contract – commenced 
on 12 october 2009

Written notice for the 
lesser of 12 months or 
the period remaining 
until 12 october 2012

No notice or severance payment required upon 
expiry of contractual term. Where terminated 
early entitled to no more than that allowed 
per Part 2 Division 2 of Chapter 2D of the 
Corporations Act 2001. 

B Fletton No fixed duration 12 months written notice A combination of notice and payment in lieu 
of notice totalling no less than 12 months.

R Gunston No fixed duration 12 months written notice A combination of notice and payment in lieu 
of notice totalling no less than 12 months.

S Lawrie No fixed duration 12 months written notice A combination of notice and payment in lieu 
of notice totalling no less than 12 months.

B Thorburn No fixed duration 12 months written notice A combination of notice and payment in lieu 
of notice totalling no less than 12 months.

1. These termination payment benefits are unchanged from last year. Termination benefits to Directors and executives covered by this regime 
which exceed one year’s base salary (averaged over three years) will require shareholder approval.

The Group may terminate an employment contract without cause by providing written notice, in accordance with the 
specified period or making payment in lieu of notice, based on the individual’s fixed annual remuneration component.

Termination payments are not payable on resignation or dismissal for serious misconduct. In the instance of serious 
misconduct, the Group may terminate employment at any time. Any options or rights not exercised before or on the 
date of termination may lapse.

Section J – Details of remuneration for key employees
Details of the remuneration of the Directors of the Company and other key management personnel of the Group for the year 
ended 30 June 2012 are set out in the following tables.

The key management personnel of the Group include the Directors and the following executive officers:

•	 Barrie Fletton – Chief Executive TattsBet

•	 Ray Gunston – Chief Financial officer

•	 Stephen Lawrie – Chief Information officer

•	 Bill Thorburn – Chief Executive Tatts Lotteries

The key management personnel of the Group are those executives with responsibility for the planning, controlling and 
directing of the Group, and executives who lead individual SBUs that contribute greater than 25% to continuing consolidated 
EBITDA. Key management personnel have been reassessed in the current year in light of the changes to Corporations Act 
disclosure requirements. The comparative figures in the following tables represent Directors’ fees and executive remuneration 
for the key management personnel of the reporting period 1 July 2011 to 30 June 2012, and hence the 2011 comparative table 
reflects this change in executives reported as key management personnel.
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Key management personnel of the Group

2012 Short Term Benefits1

Post- 
Employment 

Benefits

Long 
Term 

Benefits
Share-Based 

Payment
Cash Long Perfor- Perfor-

Salary Cash Super- Service mance mance
and Fees Bonus2 Other annuation Leave Options Rights3 Total

Name $ $ $ $ $ $ $ $
Non-executive Directors
Harry Boon 394,583 N/A - - - N/A N/A 394,583
Robert Bentley 150,994 N/A - 13,589 - N/A N/A 164,583
Lyndsey Cattermole 164,583 N/A - - - N/A N/A 164,583
Brian Jamieson 174,136 N/A - 15,447 - N/A N/A 189,583
Julien Playoust 173,165 N/A - 15,577 - N/A N/A 188,742
Kevin Seymour 150,994 N/A - 13,589 - N/A N/A 164,583
Sub-total Non-executive 
Directors 1,208,455 N/A - 58,202 - N/A N/A 1,266,657
Executive Director
Dick McIlwain4 (Managing 
Director/Chief Executive) 2,158,724 1,540,000 - 15,775 36,492 - 369,028 4,120,019
Other key management personnel5

Barrie Fletton7 481,744 125,000 - 15,775 8,062 10,316 187,486 828,383
Ray Gunston6 825,891 305,000 - 15,775 13,893 16,258 406,172 1,582,989
Stephen Lawrie6 530,475 160,000 - 15,775 8,897 10,652 226,152 951,951
Bill Thorburn7 447,943 150,000 - 56,242 7,442 9,307 209,289 880,223
Sub-total other key 
management personnel 2,286,053 740,000 - 103,567 38,294 46,533 1,029,099 4,243,546

 Totals 5,653,232 2,280,000 - 177,544 74,786 46,533 1,398,127 9,630,222

1. Short term benefits may include amounts paid to superannuation at the discretion of the individual.

2. These cash bonuses represent 100% of the cash component paid to each executive for the financial year, which in the case of other key 
management personnel are each individual’s respective cash component of their annual incentive. The remaining proportion of their total 
incentive paid for the year is in the rights they will be awarded as included in the column headed Performance Rights. The following key 
management personnel have received the following percentages of their total target incentive for the year, with each of their respective 
splits into cash and performance rights then outlined: Ray Gunston (71% of target split 50% cash and 50% rights), Stephen Lawrie (59% 
of target split 50% cash and 50% rights), Barrie Fletton (62% of target split 50% cash and 50% rights) and Bill Thorburn (75% of target 
split 50% cash and 50% rights).

3. These amounts (other than the Managing Director/Chief Executive) represent the value of rights to be granted in respect of the 2012 
financial year performance (representing the share price value of those rights rather than the accounting value) and the current year 
accounting expense of rights granted under the previous LTIP as follows: Ray Gunston (2012 rights $305,000; previous LTIP $101,172), 
Stephen Lawrie (2012 rights $160,000; previous LTIP $66,152), Barrie Fletton (2012 rights $125,000; previous LTIP $62,486), and Bill 
Thorburn (2012 rights $150,000; previous LTIP $59,289).

4. The Managing Director/Chief Executive has 47% of his total remuneration related to the performance of the Group, and 53% which 
is not directly linked to the Group’s performance. He received 100% of his target STI in his cash bonus.

5. As required to be disclosed under the Corporations Act 2001, the following proportions of the total remuneration of key management 
personnel are those respectively related and not related to the Group’s performance: Ray Gunston (50%, 50%), Stephen Lawrie (50%, 50%), 
Barrie Fletton (56%, 44%), and Bill Thorburn (56%, 44%).

6. Denotes Division executives with responsibility for the planning, controlling and directing of the Group.

7. Denotes, executives who lead individual SBUs that contribute greater than 25% to continuing consolidated EBITDA excluding the 
Tatts Pokies Division.
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Key management personnel of the Group

2011 Short Term Benefits1

Post-
Employment 

Benefits

Long 
Term 

Benefits
Share-Based 

Payment
Perfor-

Cash Long mance Perfor-
Salary Cash Super- Service Options mance

and Fees Bonus2 Other annuation Leave (LTIP) Rights3 Total
Name $ $ $ $ $ $ $ $
Non-executive Directors
Harry Boon 367,843 N/A - - - N/A N/A 367,843
Robert Bentley 142,431 N/A - 12,819 - N/A N/A 155,250
Lyndsey Cattermole 155,250 N/A - - - N/A N/A 155,250
Brian Jamieson 164,740 N/A - 14,827 - N/A N/A 179,567
Julien Playoust 159,719 N/A - 14,375 - N/A N/A 174,094
Kevin Seymour 142,431 N/A - 12,819 - N/A N/A 155,250
Sub-total Non-executive 
Directors 1,132,414 N/A - 54,840 - N/A N/A 1,187,254
Executive Director
Dick McIlwain4 
(Managing Director/
Chief Executive) 2,055,450 550,000 - 15,199 34,553 - 236,111 2,891,313
Other key management personnel5

Barrie Fletton7 467,378 25,000 - 15,199 8,235 65,941 75,461 657,214
Ray Gunston6 778,968 87,500 - 15,199 13,069 103,300 166,431 1,164,467
Stephen Lawrie6 507,717 27,500 - 15,199 8,531 67,268 81,119 707,334
Bill Thorburn7 423,148 50,000 - 52,545 7,298 60,279 96,564 689,834
Sub-total other key 
management personnel 2,177,211 190,000 - 98,142 37,133 296,788 419,575 3,218,849

Totals 5,365,075 740,000 - 168,181 71,686 296,788 655,686 7,297,416

1. Short term benefits may include amounts paid to superannuation at the discretion of the individual.

2. These cash bonuses represent 100% of the cash component paid to each executive for the financial year, which in the case of other key 
management personnel are each individual’s respective cash component of their annual incentive. The remaining proportion of their total 
incentive paid for the year is in the rights they will be awarded as included in the column headed Performance Rights. The following key 
management personnel have received the following percentages of their total target incentive for the year, with each of their respective 
splits into cash and performance rights then outlined: Ray Gunston (19.2% of target split 50% cash and 50% rights), Stephen Lawrie (9.6% 
of target split 50% cash and 50% rights), Barrie Fletton (11.7% of target split 50% cash and 50% rights), and Bill Thorburn (23.5% of target 
split 50% cash and 50% rights).

3. These amounts (other than the Managing Director/Chief Executive) represent the value of rights granted for the 2011 financial year 
performance as well as the current year accounting expense of rights granted under the previous LTIP as follows: Ray Gunston (2011 
rights $81,517; previous LTIP $84,914), Stephen Lawrie (2011 rights $25,619; previous LTIP $55,500), Barrie Fletton (2011 rights $23,291; 
previous LTIP $52,170), Bill Thorburn (2011 rights $46,582; previous LTIP $49,982).

4. The Managing Director/Chief Executive has 48% of his total remuneration related to the performance of the Group, and 52% which 
is not directly linked to the Group’s performance. He received 37.6% of his target STI in his cash bonus.

5. As required to be disclosed under the Corporations Act 2001, the following proportions of the total remuneration of key management 
personnel are those respectively related and not related to the Group’s performance: Ray Gunston (47%, 53%), Stephen Lawrie (48%, 
52%), Barrie Fletton (53%, 47%) and Bill Thorburn (53%, 47%).

6. Denotes executives with responsibility for the planning, controlling and directing of the Group.

7. Denotes, executives who lead individual SBUs that contribute greater than 25% to continuing consolidated EBITDA excluding the 
Tatts Pokies Division.
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Section K – Services from remuneration consultants
During the period covered by this report, the Remuneration Committee has not engaged any remuneration consultant 
to provide a recommendation on the amount or composition of remuneration for any key management personnel.

Section L – Share based compensation options and rights
The current equity based incentive scheme has been outlined earlier in Section E. Prior to 2011, eligible employees who 
participated in the LTIP were those of senior management level and above, including the Managing Director/Chief Executive, 
whose performance is of strategic and operational importance to the Group.

options and/or rights were granted annually to eligible participants but do not vest unless both performance and time-
based hurdles are met. These conditions ensured that eligible employees were rewarded only when percentage EPS growth 
and/or TSR growth targets are met as set out in Section E(iii) of this Remuneration Report.

options and rights granted in 2005 were retested for the final time on 7 July 2010. The remaining unvested options and 
rights lapsed.

options and rights granted in 2006 were tested for the first time on their third anniversary on 30 November 2009 and 
retested on 30 May 2010, 30 November 2010, 30 May 2011, with the final testing on 30 November 2011. At 30 November 2011, 
given the Company’s TSR performance at the 61.79 percentile of the peer group (which exceeded the previous 57.72 
percentile achieved in May 2011), 73.58% of these options and rights vested to participants, representing an additional 
206,030 options vested and an additional 13,390 rights vested resulting in a total of 1,909,849 options and 134,658 rights 
vested. As the final retesting of these options and rights were undertaken on 30 November 2011, no further options or 
rights can vest resulting in 668,710 options and 43,460 rights lapsing.

options granted in 2007 were tested for the first time on their third anniversary on 30 November 2010 and retested on 
30 May 2011, 30 November 2011 and 30 May 2012. At 30 November 2010, 72.06% of these options vested to participants, 
representing 866,805 options, given the Company’s TSR performance at the 61.03 percentile of the peer group. No further 
vesting of options occurred at the testing on 30 May 2011. At 30 November 2011, 92.86% of these options vested to 
participants, representing an additional 239,515 options, given the Company’s TSR performance at 71.43 percentile of the 
peer group. At 30 May 2012, 100% of these options vested to participants, representing an additional 80,682 options, given 
the Company’s TSR performance at 82.03 percentile of the peer group. No further testing of these options will take place 
as 100% of the options granted have vested.

options granted in 2008 subject to the TSR condition were tested for the first time on 30 November 2011 and retested on 
30 May 2012. At 30 November 2011, 74.98% of these options vested to participants, representing 1,342,892 options, given 
the Company’s TSR performance at the 62.49 percentile of the peer group. At 30 May 2012, 97.90% of these options vested 
to participants, representing an additional 410,497 options, given the Company’s TSR performance at 73.95 percentile of the 
peer group.

options granted in 2008 that were subject to the EPS condition did not vest as the EPS result of 3.9% was below 
the performance hurdle of 25%. There will be no retesting of this element of the grant as the only testing date was 
30 June 2011 resulting in 4,432,600 options lapsing.

Tatts Group Limited – Annual Report 2012  //  49

F
or

 p
er

so
na

l u
se

 o
nl

y



The terms and conditions of each grant of options and rights affecting remuneration in respect of the previous and current 
reporting periods are as follows:

Award Type Grant Date Expiry Date
Exercise 

Price

Value Per 
Option/Right 
at Grant Date Date Exercisable

Performance option 16 December 2005 07 July 2012 $3.10 $0.67 7 July 2008
30 November 2006 30 November 2013 $3.65 $0.80 30 November 2009
30 November 2007 30 November 2014 $3.99 $1.02 30 November 2010
30 November 20081 30 November 2015 $2.56 $0.31 30 November 2011
30 November 20082 30 November 2015 $2.56 $0.33 30 November 2011

Performance option 
(Managing Director/
Chief Executive)

30 November 2006 30 November 2013 $3.13 $1.00 30 November 2009

Performance right 16 December 2005 07 July 2012 N/A $1.80 7 July 2008
30 November 2006 30 November 2013 N/A $2.56 30 November 2009
30 November 20093 30 November 2016 N/A $1.36 30 November 2012
30 November 20094 30 November 2016 N/A $1.87 30 November 2012

Performance right 
(Managing Director/
Chief Executive)

30 october 20093 10 January 2014 N/A $1.45 12 october 2012

30 october 20094 10 January 2013 N/A $1.93 12 october 2012
29 october 20103 10 January 2015 N/A $1.47 12 october 2013
29 october 20104 10 January 2014 N/A $1.96 12 october 2013

Performance right5 26 September 20115 27 october 2012 N/A $2.18 26 September 2012
Performance right 
(Managing Director/
Chief Executive) 27 october 20113 10 January 2016 N/A $1.26 12 october 2014

27 october 20114 10 January 2015 N/A $1.81 12 october 2014
Performance right6 September 20126 october 2013 N/A $2.84 September 2013

1. options granted with TSR market based vesting conditions.

2. options granted with EPS non-market based vesting conditions.

3. Rights granted with TSR market based vesting conditions.

4. Rights granted with EPS non-market based vesting conditions.

5. Rights granted under current incentive structure at fair value.

6. Rights granted under current incentive structure at share price value.

options and rights granted under the LTIP, and rights granted under the current incentive structure, carry no dividend or 
voting rights. options and rights do not entitle option or right holders to participate in issues of shares except in respect 
of pro-rata bonus issues and rights issues in the manner specified by the ASX Listing Rules.

The exercise price of options awarded is based on the weighted average price at which the Company’s shares traded 
on the ASX in the 30 days up to and including the determination date.

Details of performance options and rights over ordinary shares in the Company granted during and/or in respect of the 
reporting period as remuneration to the only Executive Director of the Company and each of the key management personnel 
of the Group who remained employed within the Group at the date of this Remuneration Report are set out below. Upon 
exercise of each option or right, the holder receives one fully paid ordinary share in the Company. Further information on 
the options and rights is set out in Notes 27 and 39 of the audited Financial Report.
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Number of Rights 
Granted During and in 

Respect of the Year
Number of Options 

Vested During the Year
Number of Rights 

Vested During The Year
2012 2012 2012

Executive Director of Tatts Group Limited
Dick McIlwain (Managing Director/
Chief Executive) 250,000 162,800 -
Other key management personnel of Group
Barrie Fletton 44,014 269,557 1,277
Ray Gunston 107,394 423,218 1,931
Stephen Lawrie 56,338 276,129 1,188
Bill Thorburn 52,817 239,551 -
Total options/rights 510,563 1,371,255 4,396

No performance options were granted or exercised during the period covered by this Remuneration Report.

The table below shows the shares issued during the reporting period as a result of vesting of performance rights. Issues 
of shares under the Group’s incentive schemes are subject to a cap of 5% of equity. This is inclusive of shares that may be 
issued in respect of each outstanding offer or grant of shares and options or rights to acquire unissued shares if accepted 
or exercised under other equity plans of the Company for employees but disregarding offers made outside Australia, made 
under a disclosure document or which do not require a disclosure document.

Details of the ordinary shares provided as a result of the exercise of vested rights are as follows:

Number of Ordinary 
Shares Issued on 

Exercise of Rights 
During the Year

Date of Share Issue on Exercise of Rights 2012
Key management personnel of Group
Barrie Fletton 29 February 2012 1,277
Ray Gunston 29 February 2012 1,931
Stephen Lawrie 29 February 2012 1,188
Total rights 4,396

No consideration is paid on the exercising of rights.

Section M – Additional information
(i) Performance of the Group
In considering the Group’s performance and its implications for shareholders’ wealth in the context of appropriate 
remuneration levels and structures, the Remuneration Committee has regard to a variety of measures such as revenue, 
EBIT margin, net profit, dividends paid, EPS, TSR, and changes in the share price, in the current and previous years.

over the last five years, there have been a number of events, including mergers, acquisitions, licence renewal and award 
outcomes, and impairments which have created substantial volatility in the accounting measures outlined above. This is 
reflected in the following table:

2012 2011 2010 2009 2008
Revenue from continuing operations ($’000) 3,901,928 3,669,265 3,297,933 3,211,878 3,085,565
EBIT margin (%) 14.1 13.5 8.1 13.9 13.4
Net profit attributable to equity holders 
of the Company ($’000) 319,139 275,428 119,355 277,441 257,586
Dividends paid/payable ($’000) 311,035 281,671 268,588 266,250 253,071
Dividend payout ratio (%) 97.4 102.3 95.1* 96.0 98.2
EPS (¢) 23.8 21.2 8.2 21.9 20.4
Total incentives as percentage of net profit (%) 3.3 1.8 1.5** 2.5 2.2

* The 2010 dividend payout ratio was calculated using the underlying net profit after tax of $282.4 million after adjusting reported NPAT for 
a number of one-off items, and the special dividend paid on 1 october 2010.

** The total incentives calculated for 2010 is based on the underlying NPAT before one-off adjustments of $282.4 million.
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As outlined earlier, the incentive structure of the Group in the 2012 financial year continues the structure and calculation 
approach introduced in 2011 and is based around revenue, EBIT margin and EPS growth. For the 2012 financial year, efforts 
across all revenue generating businesses in the Group were successful in growing the revenue level to 6.1% of the revenue 
achieved in the 2011 financial year (adjusted to reflect like-for-like comparisons by excluding the positive impact of the 
acquisition of Tote Tasmania). After adjustments for the improvement in EBIT margin and EPS (both measures based on 
pre-incentive underlying figures) this level of performance resulted in an incentive pool being formed. The Board reduced 
this pool by $2.9 million in recognition of the discretion exercised in 2011 to pay an incentive of $2.9 million when the results 
achieved were very close to targets, but the Group’s employees just missed generating the profit hurdle.

This strong performance of the Group has enabled shareholders to receive an increase of 10.4% in total dividends paid (even 
with dividends last year exceeding profits). The value created for shareholders as reflected by the net profit after tax was 
$319.1 million, representing an increase over last year of $43.7 million. This dividend growth, when considered alongside the share 
price growth received by shareholders, has provided good returns to shareholders over the last 12 months, as illustrated in the 
chart on the next page. This has flowed from the value generating actions of the employees of Tatts designed to profitably grow 
revenue. The incentives paid have been generated through the achievement of the elements of the incentive system which has 
clearly reflected the alignment of shareholder and employee interests as outlined above.

The LTIP options and rights granted under the previous incentive structure in 2006, 2007, and 2008 are in the vesting 
window for testing and retesting. The 2006 grant was retested for a final time in November 2011. The 2007 grant was tested 
for the first time in November 2010 and retested in May 2011, November 2011 and May 2012. The 2008 grant was tested for 
the first time in November 2011 and retested in May 2012. The graph below reflects this result.

TSR 50th Percentile Index – Tatts Group Limited vs ASX Peer Group
(30 November 2006 Index = 100)
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The 2006 grant was retested at November 2011 for a final time at which time the Company’s TSR reached the 61.79 
percentile of the peer group, hence exceeding the 57.72 percentile level reached in the previous financial year, and 
resulted in an increase to 73.58% from 65.44% of the options and rights vesting in participants. No further testing 
of this grant will take place as the vesting period ended on 30 November 2011.

The 2007 grant was retested at November 2011 and May 2012. In the November 2011 test the Company’s TSR outcome 
reached the 71.43 percentile of the peer group, hence exceeding the 61.03 percentile level reached in the previous financial 
year, and resulted in an increase to 92.86% from 72.06% of options vesting in participants. In the May 2012 test the 
Company’s TSR outcome reached the 82.03 percentile of the peer group, hence exceeding the 71.43 percentile level 
reached in the November 2011 test, and resulted in an increase to 100% from 92.86% of options vesting in participants.

The 2008 grant subject to the TSR condition reached the three year vesting timeline in November 2011 with a retest in May 
2012. In the initial November 2011 test the Company’s TSR outcome reached the 62.49 percentile of the peer group, hence 
exceeding the 50th percentile level TSR ASX Peer Group, and resulted in 74.98% of the granted options in this portion of 
the tranche vesting at that date. The 2008 grant subject to the TSR condition was retested in May 2012 at which time the 
Company’s TSR reached the 73.95 percentile, hence exceeding the 62.49 percentile level reached in the November 2011 
test, and resulted in an increase to 97.90% from 74.98% of options vesting in participants.

The portion of the 2008 grant that was subject to the EPS condition reached the three year vesting timeline in November 
2011. In the November 2011 test, an EPS outcome of 3.9% was achieved, hence falling below the 25% performance hurdle 
set at grant resulting in no vesting of options in participants. There is no retesting of this element of the grant.
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(ii) Details of remuneration – performance options and rights
For each grant of options and rights as set out below, the percentage of the maximum grant that was paid, or that vested, 
in the financial year is provided.

Performance Options/Rights

Name

Financial Year 
Granted or in 
Respect of

Vested 
%

Forfeited 
%

Financial 
Years in which 

Options/Rights 
May Vest

Minimum 
Total Value of 

Options/Rights 
Grant Yet 

to Vest 
$

Maximum 
Total Value of 

Options/Rights 
Grant Yet to 

Vest 
$

Dick McIlwain 2012 - - 30/06/2015 Nil 383,750
2011 - - 30/06/2014 Nil 428,750
2010 - - 30/06/2013 Nil 422,500
2007 73.58% 26.42% - Nil -

Barrie Fletton 2012 - - 30/06/2014 Nil 125,000
2011 - - 30/06/2013 Nil 23,291
2010 - - 30/06/2013 Nil 156,510
2009 97.90% - 30/06/2012 Nil 12,882
2008 100.00% - Nil -
2007 73.58% 26.42% - Nil -

Ray Gunston 2012 - - 30/06/2014 Nil 305,000
2011 - - 30/06/2013 Nil 81,517
2010 - - 30/06/2013 Nil 254,743
2009 97.90% - 30/06/2012 Nil 20,301
2008 100.00% - Nil -
2007 73.58% 26.42% - Nil -
2006 84.72% 15.28% - Nil -

Stephen Lawrie 2012 - - 30/06/2014 Nil 160,000
2011 - - 30/06/2013 Nil 25,619
2010 - - 30/06/2013 Nil 166,500
2009 97.90% - 30/06/2012 Nil 13,299
2008 100.00% - - Nil -
2007 73.58% 26.42% - Nil -

Bill Thorburn 2012 - - 30/06/2014 Nil 150,000
2011 - - 30/06/2013 Nil 46,582
2010 - - 30/06/2013 Nil 149,946
2009 97.90% - 30/06/2012 Nil 11,620
2008 100.00% - - Nil -
2007 73.58% 26.42% - Nil -

No options were exercised during the year and therefore no shares were issued. 12,098 rights that vested were exercised during 
the year. 5,894 rights that vested in prior years were exercised during the year – refer to Section L of the Remuneration 
Report for further details.
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(iii) Share based compensation: options and rights

Name

A 
Remuneration 
Consisting of 

Options and Rights 
%

B 
Value at 

Grant Date 
$

C 
Value at 

Exercise Date 
$

D 
Value at 

Lapse Date 
$

Dick McIlwain 9 383,750 - 528,400
Barrie Fletton 24 125,000 3,269 104,606
Ray Gunston 27 305,000 4,943 163,213
Stephen Lawrie 25 160,000 3,041 105,399
Bill Thorburn 25 150,000 - 71,330

A  The percentage of the value of remuneration consisting of options and rights, based on the value of options and rights 
expensed during the current year.

B  The accounting and/or cash value at grant date of options and rights granted during or in respect of the year as part 
of remuneration.

C  The value at exercise date of options and rights that were granted as part of remuneration and were exercised during 
the year, being the intrinsic value of the options and rights at that date.

D  The value at lapse date of options and rights that were granted as part of remuneration and that lapsed during the year 
because a vesting condition was not satisfied. The value is determined at the time of lapsing, but assuming the condition 
was satisfied.

There were no options granted as remuneration in the 2012 financial year.

Loans to Directors and executives
There were no loans to Directors and executives during the financial year.

Shares under options and rights
Unissued ordinary shares of the Company under options or rights at the date of this report are as follows:

Award Type Grant Date Expiry Date Exercise Price
Number Under 

Options/Rights
Performance option 16 December 2005 07 July 2012 $3.10 174,727
Performance right 16 December 2005 07 July 2012 N/A -
Performance option 30 November 2006 30 November 2013 $3.13 1,471,600
Performance option 30 November 2006 30 November 2013 $3.65 383,640
Performance right 30 November 2006 30 November 2013 N/A 3,554
Performance option 30 November 2007 30 November 2014 $3.99 1,129,969
Performance option 30 November 2008 30 November 2015 $2.56 1,791,000
Performance right 30 october 2009 10 January 2013 N/A 125,000
Performance right 30 october 2009 10 January 2014 N/A 125,000
Performance right 30 November 2009 30 November 2016 N/A 1,097,607
Performance right 29 october 2010 10 January 2014 N/A 125,000
Performance right 29 october 2010 10 January 2015 N/A 125,000
Performance right 26 September 2011 27 october 2012 N/A 158,227
Performance right 27 october 2011 10 January 2015 N/A 125,000
Performance right 27 october 2011 10 January 2016 N/A 125,000
Performance right September 2012 october 2013 N/A 481,937
Total 7,442,261

Shares issued on the exercise of rights
During the year ended 30 June 2012, 17,992 rights that vested were exercised – refer to Section L of the Remuneration 
Report for further details.
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Indemnities and insurance
Article 7.3 of the Company’s Constitution provides that every person who is or has been a Director or Secretary of the 
Company or of a subsidiary of the Company may be indemnified by the Company, to the extent permitted by law, against 
liabilities:

•	 incurred by the person as an officer (as defined in the Corporations Act 2001) of the Company or a subsidiary of the 
Company; and

•	 for legal costs incurred by the person in defending an action for a liability incurred by that person as an officer of the 
Company or a subsidiary of the Company.

The Company has executed Deeds of Indemnity, Insurance and Access, consistent with this Article, in favour of all current 
and former Directors of the Company, certain current and former Directors of related bodies corporate of the Company, 
and the current and certain former Secretaries of the Company. Each Deed indemnifies those persons for the full amount 
of all such liabilities including costs and expenses.

For the year ended 30 June 2012, no amounts have been paid pursuant to indemnities (2011: $Nil).

The Company’s Constitution also allows the Company to pay insurance premiums for contracts insuring the officers 
of the Company in relation to any such liabilities and legal costs.

During or since the end of the financial year, consistent with the Company’s Constitution, the Company has paid the 
premium in respect of a contract insuring each of the Directors and the Secretary named in this Directors’ Report, the 
former Directors, and the officers of the Company and its subsidiaries as permitted by the Corporations Act 2001. The 
class of officers insured by the policy includes all officers involved in the management of the Group. The terms of the 
contract of insurance prohibit the disclosure of the nature of the liabilities insured against and the amount of the premium.

Pursuant to the terms of the Company’s standard engagement letter with PricewaterhouseCoopers (PwC), it indemnifies 
PwC against any liabilities, including legal costs, that PwC incurs, in connection with any claim by a third party arising out 
of or in relation to the provision of services or the use of any work performed under, or a breach of, the engagement letter. 
The indemnity is for the full amount of all such liabilities including costs and expenses. The indemnity does not apply if 
prohibited by the Corporations Act 2001.

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

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

Non-audit services
The Company may decide to employ the auditor on assignments additional to their statutory audit duties where the 
auditor’s expertise and experience with the Group is important.

Details of the amounts paid or payable to the auditor (PwC) for non-audit services provided in respect of the Group during 
the year are set out below.

The Board of Directors has considered the position and, in accordance with the advice received from the Audit, Risk and 
Compliance Committee, is satisfied that the provision of the non-audit services is compatible with the general standard of 
independence for auditors imposed by the Corporations Act 2001. The Directors are satisfied that the provision of non-audit 
services by the auditor, as set out below, given the amounts paid and the type of work undertaken, did not compromise the 
auditor independence requirement of the Corporations Act 2001 for the following reasons:

•	 all non-audit services have been reviewed by the Audit, Risk and Compliance Committee to ensure they do not impact 
the impartiality and objectivity of the auditor; and

•	 none of the services undermine the general principles relating to auditor independence as set out in APES 110 Code of 
Ethics for Professional Accountants, including reviewing or auditing the auditor’s own work, acting in a management or 
decision making capacity for the Group, acting as advocate for the Group or jointly sharing economic risk and rewards.
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During the year the following fees were paid or payable to PricewaterhouseCoopers for the provision of non-audit services:

Consolidated
2012 

$
2011 

$
Non-audit services
(a) Assurance services
Fees paid to PricewaterhouseCoopers Australian firm:
 Audit of regulatory returns 57,100 69,000
 Technology compliance review 57,000 -
 Due diligence services 110,000 -
Fees paid to related practices of PricewaterhouseCoopers Australian firm
 Due diligence services - -
Total remuneration for assurance services 224,100 69,000

(b) Taxation services
Fees paid to PricewaterhouseCoopers Australian firm:
 Provision of tax training materials 4,200 4,178
Total remuneration for taxation services 4,200 4,178

Total remuneration for non-audit services 228,300 73,178

Subject to maintaining their independence, it is the Group’s policy to employ the services of PwC on assignments additional 
to their statutory audit duties where PwC’s expertise and experience with the Group is important.

Auditor’s independence
A copy of the auditor’s independence declaration as required under section 307C of the Corporations Act 2001 is set out 
on page 57, and forms part of the Directors’ Report for the financial year ended 30 June 2012.

Rounding of amounts
The Company is of a kind referred to in Class order 98/100, issued by the Australian Securities and Investments Commission, 
relating to the ‘rounding off’ of amounts in the Directors’ Report. Amounts in the Directors’ Report have been rounded off 
in accordance with that Class order to the nearest thousand dollars, or in certain cases, to the nearest dollar.

Directors’ resolution
This Directors’ Report is made in accordance with a resolution of the Directors.

Harry Boon Dick McIlwain
Chairman Managing Director/Chief Executive

Melbourne
23 August 2012
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AuDITOR’S INDEPENDENCE 
DECLARATION

PricewaterhouseCoopers, ABN 52 780 433 757
Freshwater Place, 2 Southbank Boulevard, SOUTHBANK VIC 3006, GPO Box 1331, MELBOURNE VIC
3001
T: 61 3 8603 1000, F: 61 3 8603 1999, www.pwc.com.au

Liability limited by a scheme approved under Professional

Auditor’s Independence Declaration

As lead auditor for the audit
that to the best of my knowledge and belief, there have

a) no contraventions of the auditor independence requirements of the

2001 in relation to the

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

This declaration is in respect of
period.

Anton Linschoten
Partner
PricewaterhouseCoopers

PricewaterhouseCoopers, ABN 52 780 433 757
Freshwater Place, 2 Southbank Boulevard, SOUTHBANK VIC 3006, GPO Box 1331, MELBOURNE VIC

T: 61 3 8603 1000, F: 61 3 8603 1999, www.pwc.com.au

Liability limited by a scheme approved under Professional Standards Legislation.

Auditor’s Independence Declaration

audit of Tatts Group Limited for the year ended 30 June 201
that to the best of my knowledge and belief, there have been:

no contraventions of the auditor independence requirements of the Corporations Act

in relation to the audit; and

no contraventions of any applicable code of professional conduct in relation to the

This declaration is in respect of Tatts Group Limited and the entities it controlled

Freshwater Place, 2 Southbank Boulevard, SOUTHBANK VIC 3006, GPO Box 1331, MELBOURNE VIC

30 June 2012, I declare

Corporations Act

no contraventions of any applicable code of professional conduct in relation to the audit

and the entities it controlled during the

Melbourne
23 August 2012
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CONSOLIDATED INCOME STATEMENT
FoR THE yEAR ENDED 30 JUNE 2012

Notes
2012 

$’000
2011 

$’000
Revenue from continuing operations 5 3,901,928 3,669,265

Statutory outgoings

Government share (1,897,954) (1,768,319)
Venue share/commission (707,067) (680,878)
Product/program fees (193,226) (188,269)

Other income 6 25 30

Other expenses from ordinary activities

Employee expenses (189,749) (176,279)
operating fees and direct costs (68,918) (69,578)
Telecommunications and technology (40,566) (39,014)
Marketing and promotions (39,673) (34,773)
Information services (15,624) (13,841)
Property expenses (45,117) (44,334)
Restructuring costs 7 (18,851) (5,251)
other expenses (35,140) (32,630)
Share of net profit of associates and joint ventures 
accounted for using the equity method 35(b) 169 127

Profit before interest, income tax, depreciation and amortisation 650,237 616,256

Depreciation and amortisation 7 (100,480) (119,415)
Interest income 5,247 4,642
Finance costs 7 (104,487) (102,565)

Profit before income tax 450,517 398,918

Income tax expense 8 (131,378) (123,490)

Profit for the year 319,139 275,428

Earnings per share for profit from continuing operations 
attributable to the ordinary equity owners of the Company: Cents Cents
Basic earnings per share 38 23.8 21.2
Diluted earnings per share 38 23.8 21.2

Earnings per share for profit attributable to 
the ordinary equity owners of the Company: Cents Cents
Basic earnings per share 38 23.8 21.2
Diluted earnings per share 38 23.8 21.2

The above Consolidated income statement should be read in conjunction with the accompanying notes.
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Notes
2012 

$’000
2011 

$’000
Profit for the year 319,139 275,428

Other comprehensive income
Changes in the fair value of available-for-sale financial assets, net of tax 25(a) (282) 705
Changes in the value of net investment hedges 25(a) (1,697) 12,914
Changes in the value of cross currency interest rate swaps, net of tax 25(a) 485 (6,180)
Actuarial gain/(loss) on retirement benefit obligation, net of tax 25(b) (6,585) 1,014
Changes in the value of interest rate swaps, net of tax 25(a) (7,838) 6,715
Changes in the value of forward foreign exchange contracts, net of tax 25(a) 737 392
Exchange differences on translation of foreign operations 25(a) 978 (10,324)

Other comprehensive income for the year, net of tax (14,202) 5,236

Total comprehensive income for the year attributable to the owners 
of Tatts Group Limited 304,937 280,664

The above Consolidated statement of comprehensive income should be read in conjunction with the accompanying notes.

CONSOLIDATED STATEMENT Of 
COMPREhENSIvE INCOME
FoR THE yEAR ENDED 30 JUNE 2012
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CONSOLIDATED BALANCE ShEET
AS AT 30 JUNE 2012

Notes
2012 

$’000
2011 

$’000
Assets
Current assets
Cash and cash equivalents 9 290,140 262,148
Trade and other receivables 10 182,609 130,168
Inventories 11 16,076 7,859
Property, plant and equipment 14 39,392 -
Total current assets 528,217 400,175

Non-current assets
Trade and other receivables 10 7,734 96
Investments accounted for using the equity method 35 2,481 2,312
Available-for-sale financial assets 12 34,831 33,824
Property, plant and equipment 14 186,947 236,683
Investment properties 15 37,354 47,134
Intangible assets 16 4,098,084 4,013,121
Deferred tax assets 17 47,027 33,746
other non-current assets 18 1,318 1,403
Total non-current assets 4,415,776 4,368,319

Total assets 4,943,993 4,768,494

Liabilities
Current liabilities
Trade and other payables 19 578,185 549,915
Interest bearing liabilities 20 447,452 -
Derivative financial instruments 13 5,132 1,117
Tax liabilities 39,068 19,331
Provisions 21 21,160 19,229
Total current liabilities 1,090,997 589,592

Non-current liabilities
Trade and other payables 19 73,190 70,293
Interest bearing liabilities 20 859,705 1,271,087
Derivative financial instruments 13 19,582 50,962
Deferred tax liabilities 22 214,422 219,392
Provisions 21 4,930 5,068
Retirement benefit obligations 23 17,526 7,961
Total non-current liabilities 1,189,355 1,624,763

Total liabilities 2,280,352 2,214,355

Net assets 2,663,641 2,554,139

Equity
Contributed equity 24 2,542,875 2,444,886
Reserves 25(a) (15,878) (7,377)
Retained earnings 25(b) 136,644 116,630
Capital and reserves attributable to owners of Tatts Group Limited 2,663,641 2,554,139

Total equity 2,663,641 2,554,139

The above Consolidated balance sheet should be read in conjunction with the accompanying notes.
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CONSOLIDATED STATEMENT Of ChANgES 
IN EquITy FoR THE yEAR ENDED 30 JUNE 2012

Attributable to Owners of Tatts Group Limited
Contributed 

Equity 
$’000

Reserves 
$’000

Retained 
Earnings 

$’000

Total 
Equity 
$’000

Balance at 1 July 2010 2,362,593 (12,616) 117,827 2,467,804

Profit for the year - - 275,428 275,428
other comprehensive income - 4,222 1,014 5,236

Total comprehensive income for the year - 4,222 276,442 280,664

Transactions with owners in their capacity as owners
Dividend Reinvestment Plan issues 81,993 - - 81,993
Dividends provided for or paid - - (277,639) (277,639)
Employee performance rights issues 300 (300) -
Employee share options - 1,317 - 1,317

82,293 1,017 (277,639) (194,329)

Balance at 30 June 2011 2,444,886 (7,377) 116,630 2,554,139

Profit for the year - - 319,139 319,139
other comprehensive income - (7,617) (6,585) (14,202)

Total comprehensive income for the year - (7,617) 312,554 304,937

Transactions with owners in their capacity as owners
Dividend Reinvestment Plan issues 97,953 - - 97,953
Dividends provided for or paid - - (292,540) (292,540)
Employee performance rights issues 36 365 - 401
Employee share options - (1,249) - (1,249)

97,989 (884) (292,540) 195,435

Balance at 30 June 2012 2,542,875 (15,878) 136,644 2,663,641

The above Consolidated statement of changes in equity should be read in conjunction with the accompanying notes.
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CONSOLIDATED STATEMENT Of CASh fLOwS
FoR THE yEAR ENDED 30 JUNE 2012

Notes
2012 

$’000
2011 

$’000
Cash flows from operating activities
Receipts from customers (inclusive of GST) net of prizes paid/cash returns 
to customers 3,893,977 3,722,516
Payments to suppliers and employees (inclusive of GST) (466,014) (427,367)
Payments to government (1,877,726) (1,775,952)
Payments to venues/commissions (707,526) (680,878)
Payments for product and program fees (211,730) (193,715)

630,981 644,604
Dividends received 598 655
Interest received 4,016 4,277
Interest paid (98,870) (102,169)
Income taxes paid (146,438) (155,513)
Net cash inflow from operating activities 36 390,287 391,854

Cash flows from investing activities
Payments for acquisition of subsidiary, net of cash acquired 32 (96,767) -
Payments for interests in and loans to joint venture entities (3,620) (3,586)
Payments for property, plant and equipment (59,686) (59,181)
Payments for investment properties (434) (16,919)
Payments for intangibles (5,670) (2,666)
Proceeds from sale of property, plant and equipment 905 518
Proceeds from disposal of subsidiary, net of cash disposed - 18,076

Net cash outflow from investing activities (165,272) (63,758)

Cash flows from financing activities
Dividends paid (194,580) (195,660)
Proceeds from borrowings 392,713 390,208
Repayment of borrowings (395,000) (648,560)

Net cash outflow from financing activities (196,867) (454,012)

Net increase/(decrease) in cash and cash equivalents 28,148 (125,916)
Cash and cash equivalents at beginning of the financial year 262,148 392,664
Effect of exchange rate movements on cash and cash equivalents (156) (4,600)

Cash and cash equivalents at end of the financial year 9 290,140 262,148

The above Consolidated statement of cash flows should be read in conjunction with the accompanying notes.
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NOTES TO ThE CONSOLIDATED 
fINANCIAL STATEMENTS 
FoR THE yEAR ENDED 30 JUNE 2012

Note 1. Summary of significant accounting policies
The principal accounting policies adopted in the preparation of these consolidated financial statements are set out below. 
These policies have been consistently applied to all the years presented, unless otherwise stated. The financial statements 
are for the consolidated entity consisting of Tatts Group Limited and its subsidiaries. Tatts Group Limited (the Company or 
the Parent Entity) and its subsidiaries together are referred to in this financial report as the Group or the Consolidated Entity.

(a) Basis of preparation 
These general purpose financial statements have been prepared in accordance with Australian Accounting Standards 
and Interpretations issued by the Australian Accounting Standards Board and the Corporations Act 2001. The Group 
is a for-profit entity for the purpose of preparing the financial statements.

(i) Compliance with IFRS
The consolidated financial statements of the Group also comply with the International Financial Reporting Standards 
(IFRS) as issued by the International Accounting Standards Board (IASB).

(ii) New and amended standards adopted by the Group
None of the new standards and amendments to standards that are mandatory for the first time for the financial year 
beginning 1 July 2011 affected any of the amounts recognised in the current period or any prior period and are not likely 
to affect future periods. 

(iii) Early adoption of standards
The Group has not elected to apply any pronouncements before their operative date in the annual reporting period 
beginning 1 July 2011.

(iv) Historical cost convention
These financial statements have been prepared under the historical cost convention, as modified by the revaluation of 
available-for-sale financial assets, financial assets and liabilities (including derivative instruments) at fair value through 
profit and loss and investment property. 

(v) Critical accounting estimates
The preparation of financial statements requires the use of certain critical accounting estimates. It also requires management 
to exercise its judgement in the process of applying the Group’s accounting policies. The areas involving a higher degree of 
judgement or complexity, or areas where assumptions and estimates are significant to the financial statements are disclosed 
in Note 3.

(b) Principles of consolidation
(i) Subsidiaries
The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of the Company as at 30 June 
2012 and the results of all subsidiaries for the year then ended.

Subsidiaries are all those entities (including special purpose entities) over which the Group has the power to govern the 
financial and operating policies, generally accompanying a shareholding of more than one-half of the voting rights. The 
existence and effect of potential voting rights that are currently exercisable or convertible are considered when assessing 
whether the Group controls another entity.

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

The acquisition method of accounting is used to account for the business combinations by the Group (refer Note 1(h)).

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

Non-controlling interests in the results and equity of subsidiaries are shown separately in the consolidated income statement, 
statement of comprehensive income, statement of changes in equity and balance sheet respectively.
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NOTES TO ThE CONSOLIDATED 
fINANCIAL STATEMENTS CoNTINUED 
FoR THE yEAR ENDED 30 JUNE 2012

Note 1. Summary of significant accounting policies (continued)
European Gaming Group
The investment in the European Gaming Group has been partially financed by a loan denominated in United Kingdom 
Pound Sterling (GBP). The loan has been designated as a net investment hedge within the consolidated financial statements.

In the Company, the investment is designated as a fair value hedge of the foreign currency risk associated with the loan. 
The investment that is hedged has been revalued based on the closing GBP/AUD exchange rate with the gain/loss on 
revaluation being recognised in the statement of comprehensive income in line with the corresponding gain/loss arising 
on the revaluation of the GBP loan.

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

The Group’s share of its associates’ post-acquisition profits or losses is recognised in profit or loss, and its share of 
post-acquisition other comprehensive income is recognised in the statement of comprehensive income. The cumulative 
post-acquisition movements are adjusted against the carrying amount of the investment. Dividends receivable from 
associates are recognised as a reduction in the carrying amount of the investment. 

When the Group’s share of losses in an associate equals or exceeds its interest in the associate, including any other 
unsecured long term receivables, the Group does not recognise further losses, unless it has incurred obligations or 
made payments on behalf of the associate.

Unrealised gains on transactions between the Group and its associates are eliminated to the extent of the Group’s interest 
in the associates. Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the 
asset transferred. Accounting policies of associates have been changed where necessary to ensure consistency with the 
policies adopted by the Group.

(iii) Joint ventures
Interests in joint venture entities and partnerships are accounted for using the equity method after initially being recognised 
at cost. Under the equity method, the share of the profits or losses of the joint venture is recognised in profit or loss, and the 
share of post-acquisition movements in reserves is recognised in the statement of comprehensive income. Details relating to 
the joint venture entities are set out in Note 35.

Profits or losses on transactions establishing joint venture entities and transactions with the joint venture entities are 
eliminated to the extent of the Group’s ownership interest until such time as they are realised by the joint venture entity 
on consumption or sale. However, a loss on the transaction is recognised immediately if the loss provides evidence of a 
reduction in the net realisable value of current assets, or an impairment loss. 

(iv) Changes in ownership interests
The Group treats transactions with non-controlling interests that do not result in a loss of control as transactions with 
equity owners of the Group. A change in ownership interest results in an adjustment between the carrying amounts of 
the controlling and non-controlling interests to reflect their relative interests in the subsidiary. Any difference between 
the amount of the adjustment to non-controlling interests and any consideration paid or received is recognised in a 
separate reserve within equity attributable to owners of the Company. 

When the Group ceases to have control, joint control or significant influence, any remaining interest in the entity is 
remeasured to its fair value and any subsequent gain or loss is to be recognised in the income statement. The fair value 
is the initial carrying amount for the purposes of subsequently accounting for the retained interest as an associate, jointly 
controlled entity or financial asset.

(c) Segment reporting
operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision 
maker. The chief operating decision maker, who is responsible for allocating resources and assessing performance of the 
operating segments, has been identified as the Managing Director/Chief Executive.
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(d) Foreign currency translation
(i) Functional and presentation currency
Items included in the financial statements of each of the Group’s entities are measured using the currency of the primary 
economic environment in which the entity operates (‘the functional currency’). The consolidated financial statements are 
presented in Australian Dollars (AUD), which is the Company’s functional and presentation currency.

(ii) Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates 
of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the 
translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised 
in profit or loss, except when deferred in equity as qualifying cash flow hedges and qualifying net investment hedges or are 
attributable to part of the net investment in a foreign operation. Foreign exchange gains and losses that relate to borrowings 
are presented in the income statement, within finance costs. All other foreign exchange gains and losses are presented in the 
income statement on a net basis within other income or other expenses.

Translation differences on non-monetary items, such as equities held at fair value through profit or loss, are reported as part 
of the fair value gain or loss. Translation differences on non-monetary items, such as equities classified as available-for-sale 
financial assets, are recognised in the statement of comprehensive income.

(iii) Group companies
The results and financial position of foreign operations (none of which has the currency of a hyperinflationary economy) that 
have a functional currency different from the presentation currency are translated into the presentation currency as follows:

•	 assets and liabilities for each balance sheet presented are translated at the closing rate at the date of that balance sheet;

•	 income and expenses for each income statement and statement of comprehensive income are translated at average 
exchange rates (unless this is not a reasonable approximation of the cumulative effect of the rates prevailing on the 
transaction dates, in which case income and expenses are translated at the dates of the transactions); and,

•	 all resulting exchange differences are recognised in other comprehensive income.

on consolidation, exchange differences arising from the translation of any net investment in foreign entities, and 
of borrowings and other currency instruments designated as hedges of such investments, are recognised in other 
comprehensive income. When a foreign operation is sold or borrowings forming part of the net investment are 
repaid, the associated exchange differences are reclassified to profit or loss, as part of the gain or loss on sale.

Goodwill and fair value adjustments arising on the acquisition of a foreign operation are treated as assets and liabilities 
of the foreign operation and translated at the closing rate.

(e) Revenue recognition
Revenue is measured at the fair value of the consideration received or receivable. Revenue is recognised for the major 
business activities as follows:

(i) Gaming revenue
Gaming gross turnover less prizes returned to the player is recorded as revenue at the point when the game has been 
completed in relation to Victorian and Talarius gaming operations. Revenue for Club Keno was recognised when the official 
draw for each game was completed.

(ii) Gaming monitoring revenue
Gaming revenue in relation to monitoring activities/services provided by Maxgaming in Queensland, New South Wales 
and Northern Territory is recognised when goods and/or services are provided. 

(iii) Lotteries revenue
Gross subscriptions received for lotteries less prizes payable are recognised as revenue when the official draw for each 
game is completed. Subscriptions received during the year which will be drawn in the next financial period, are deferred 
and recognised as revenue in the next financial period. Revenue from lottery card subscriptions is recognised over the 
life of the subscription. 

(iv) Wagering revenue
Wagering revenue is the residual value after deducting the statutory returns to customers from wagering turnover. 
Revenue is recognised at the point when the event on which the wagering investment is made is officially completed.
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Note 1. Summary of significant accounting policies (continued)
Fixed odds betting revenue is the residual value after deducting fixed odds returns to customers from fixed odds bets placed 
on specific events. The amounts bet on an event are recognised as an advance sale liability until the outcome of the event 
is determined, at which time the revenue is recognised in the income statement.

(v) Rendering of services
Revenue from the sale of goods or the rendering of a service is recognised upon the delivery of the goods or service 
to customers.

(vi) Interest income
Interest income is recognised on a time proportion basis using the effective interest method. Interest income earned on prize 
reserves and unpaid prizes is included in revenue from continuing operations with the exception of interest earned on prize 
reserves by New South Wales Lotteries Corporation Pty Limited. Interest income from all other interest generating balances 
is included in interest income.

(vii) Other revenue
Dividend revenue is recognised when the right to receive a dividend has been established.

(f) Income tax
The income tax expense or revenue for the year is the tax payable on the current year’s taxable income based on the income 
tax rate for each jurisdiction adjusted by changes in deferred tax assets and liabilities attributable to temporary differences 
and to unused tax losses.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the end of the 
reporting period in the countries where the Company’s subsidiaries and associates operate and generate taxable income. 
Management periodically evaluates positions taken in tax returns with respect to situations in which applicable tax regulation 
is subject to interpretation. It establishes provisions where appropriate on the basis of amounts expected to be paid to the 
tax authorities.

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax bases 
of assets and liabilities and their carrying amounts in the consolidated financial statements. However, deferred tax liabilities 
are not recognised if they arise from the initial recognition of goodwill. Deferred income tax is also not accounted for if it 
arises from initial recognition of an asset or liability in a transaction other than a business combination that at the time 
of the transaction affects neither accounting nor taxable profit or loss. Deferred income tax is determined using tax rates 
(and laws) that have been enacted or substantially enacted by the end of the reporting period and are expected to apply 
when the related deferred income tax asset is realised or the deferred income tax liability is settled.

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

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

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets and liabilities 
and when the deferred tax balances relate to the same taxation authority. Current tax assets and tax liabilities are offset where 
an entity has a legally enforceable right to offset and intends either to settle on a net basis, or to realise the asset and settle the 
liability simultaneously.

The Company and its wholly-owned Australian controlled entities have implemented the tax consolidation legislation. As a 
consequence, these entities are taxed as a single entity and the deferred tax assets and liabilities of these entities are set off 
in the consolidated financial statements.

Current and deferred tax is recognised in profit or loss, except to the extent that it relates to items recognised in other 
comprehensive income or directly in equity. In this case, the tax is also recognised in other comprehensive income or 
directly in equity, respectively.

NOTES TO ThE CONSOLIDATED 
fINANCIAL STATEMENTS CoNTINUED 
FoR THE yEAR ENDED 30 JUNE 2012
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(g) Leases
Leases of property, plant and equipment where the Group, as lessee, has substantially all the risks and rewards of ownership 
are classified as finance leases. Finance leases are capitalised at the lease’s inception at the fair value of the leased asset or, 
if lower, the present value of the minimum lease payments. The corresponding rental obligations, net of finance charges, 
are included in interest bearing liabilities. Each lease payment is allocated between the liability and finance cost. The finance 
cost is charged to profit or loss over the lease period so as to produce a constant periodic rate of interest on the remaining 
balance of the liability for each period. Leased assets acquired under a finance lease are depreciated over the asset’s useful 
life or over the shorter of the asset’s useful life and the lease term if there is no reasonable certainty that the Group will 
obtain ownership at the end of the lease term.

Leases in which a significant portion of the risks and rewards of ownership are not transferred to the Group as lessee are 
classified as operating leases (Note 30). Payments made under operating leases (net of any incentives received from the 
lessor) are charged to profit or loss on a straight-line basis over the period of the lease.

Lease income from operating leases where the Group is a lessor is recognised in income on a straight-line basis over 
the lease term (Note 15). The respective leased assets are included in the balance sheet based on their nature.

(h) Business combinations
The acquisition method of accounting is used to account for all business combinations, regardless of whether equity 
instruments or other assets are acquired. The consideration transferred for the acquisition of a subsidiary comprises the 
fair values of the assets transferred, the liabilities incurred and the equity interests issued by the Group. The consideration 
transferred also includes the fair value of any asset or liability resulting from a contingent consideration arrangement 
and the fair value of any pre-existing equity interest in the subsidiary. Acquisition-related costs are expensed as incurred. 
Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are, with limited 
exceptions, measured initially at their fair values at the acquisition date.

on an acquisition-by-acquisition basis, the Group recognises any non-controlling interest in the acquiree either at fair 
value or at the non-controlling interest’s proportionate share of the acquiree’s net identifiable assets.

The excess of the consideration transferred and the amount of any non-controlling interest in the acquiree over the fair 
value of the net identifiable assets acquired is recorded as goodwill. If those amounts are less than the fair value of the 
net identifiable assets of the subsidiary acquired and the measurement of all amounts has been reviewed, the difference 
is recognised directly in profit or loss as a bargain purchase.

Where settlement of any part of cash consideration is deferred, the amounts payable in the future are discounted to their 
present value as at the date of exchange. The discount rate used is the Group’s incremental borrowing rate, being the rate 
at which a similar borrowing could be obtained from an independent financier under comparable terms and conditions.

Contingent consideration is classified either as equity or a financial liability. Amounts classified as a financial liability are 
subsequently remeasured to fair value with changes in fair value recognised in profit or loss.

(i) Impairment of assets
Goodwill and intangible assets that have an indefinite useful life are not subject to amortisation and are tested six monthly 
for impairment or more frequently if events or changes in circumstances indicate that they may be impaired. other assets 
are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount may not be 
recoverable. An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its recoverable 
amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. For the purposes 
of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cash flows 
(cash-generating units). Non-financial assets other than goodwill that suffered an impairment are reviewed for possible 
reversal of the impairment at the end of each reporting period.

(j) Cash and cash equivalents
For the purpose of presentation in the statement of cash flows, cash and cash equivalents includes cash on hand, deposits 
held at call with financial institutions, other short term, highly liquid investments with original maturities of three months or 
less that are readily convertible to known amounts of cash and which are subject to an insignificant risk of changes in value, 
and bank overdrafts. Bank overdrafts are shown within interest bearing liabilities in current liabilities in the balance sheet.
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Note 1. Summary of significant accounting policies (continued)
(k) Trade receivables
Trade receivables are recognised initially at fair value and subsequently reviewed for impairment. Trade receivables are 
generally due for settlement, unless through prior arrangement, between no more than two to 30 days from the date 
of recognition. They are presented as current assets unless collection is not expected for more than 12 months after 
the reporting date.

Collectability of trade receivables is reviewed on an ongoing basis. Debts which are known to be uncollectable are written 
off by reducing the carrying amount directly. A provision for the impairment of trade receivables is established when there 
is objective evidence that the Group will not be able to collect all amounts due according to the original terms of receivables. 
Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or financial reorganisation, 
and default or delinquency in payments (more than 30 days overdue) are considered indicators that the trade receivable is 
impaired. The amount of the impairment allowance is the difference between the asset’s carrying amount and the present 
value of estimated future cash flows, discounted at the original effective interest rate. Cash flows relating to short term 
receivables are not discounted if the effect of discounting is immaterial.

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

(l) Inventories
Stores, work-in-progress and finished goods are stated at the lower of cost and net realisable value. Inventories of spare 
parts are measured at cost, less accumulated depreciation. Depreciation of spare parts is based upon their estimated useful 
life. Costs are assigned on a first in first out basis and comprise direct materials. Net realisable value is the estimated selling 
price in the ordinary course of business less the estimated costs of completion and the estimated costs necessary to make 
the sale.

(m) Non-current assets held for sale and discontinued operations
Non-current assets are classified as held for sale if their carrying amount will be recovered principally through a sale 
transaction rather than through continuing use and a sale is considered highly probable. 

They are measured at the lower of their carrying amount and fair value less costs to sell, except for assets such as deferred 
tax assets, assets arising from employee benefits, financial assets and investment property that are carried at fair value and 
contractual rights under insurance contracts, which are specifically exempt from this requirement.

An impairment loss is recognised for any initial or subsequent write-down of the asset (or disposal group) to fair value less 
costs to sell. A gain is recognised for any subsequent increases in fair value less costs to sell of an asset (or disposal group), 
but not in excess of any cumulative impairment loss previously recognised. A gain or loss not previously recognised by the 
date of the sale of the non-current asset is recognised at the date of derecognition.

Non-current assets are not depreciated or amortised while they are classified as held for sale. Interest and other expenses 
attributable to the liabilities of a disposal group classified as held for sale continue to be recognised.

Non-current assets classified as held for sale and the assets of a disposal group classified as held for sale are presented 
separately from the other assets in the balance sheet. The liabilities of a disposal group classified as held for sale are 
presented separately from other liabilities in the balance sheet.

A discontinued operation is a component of the entity that has been disposed of or is classified as held for sale and that 
represents a separate major line of business or geographical area of operations, is part of a single co-ordinated plan to 
dispose of such a line of business or area of operations, or is a subsidiary acquired exclusively with a view to resale. The 
results of discontinued operations are presented separately in the income statement.

(n) Investments and other financial assets
Classification
The Group classifies its investments in the following categories: financial assets at fair value through profit or loss, loans and 
receivables, held-to-maturity investments, and available-for-sale financial assets. The classification depends on the purpose 
for which the investments were acquired. Management determines the classification of its investments at initial recognition 
and in the case of assets classified as held-to-maturity, re-evaluates this designation at the end of each reporting date.
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(i) Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an 
active market. They are included in current assets, except for those with maturities greater than 12 months after the balance 
sheet date which are classified as non-current assets. Loans and receivables are included in trade and other receivables in 
the balance sheet (Note 10).

(ii) Held-to-maturity investments
Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed maturities 
that the Group’s management has the positive intention and ability to hold to maturity. If the Group were to sell other 
than an insignificant amount of held-to-maturity financial assets, the whole category would be tainted and reclassified 
as available-for-sale. Held-to-maturity financial assets are included in non-current assets, except for those with maturities 
less than 12 months from the end of the reporting period, which are classified as current assets.

Effective interest rates for financial assets reclassified to loans and receivables and held-to-maturity categories are 
determined at the reclassification date. 

Further increases in estimates of cash flows adjust effective interest rates prospectively.

Recognition and derecognition
Purchases and sales of financial assets are recognised on trade-date – the date on which the Group commits to purchase 
or sell the asset. Financial assets are derecognised when the rights to receive cash flows from the financial assets have 
expired or have been transferred and the Group has transferred substantially all the risks and rewards of ownership. 

When securities classified as available-for-sale are sold, the accumulated fair value adjustments recognised in other 
comprehensive income are reclassified to profit or loss as gains and losses from investment securities. 

Measurement
At initial recognition, the Group measures a financial asset at its fair value plus, in the case of a financial asset not at 
fair value through profit or loss, transaction costs that are directly attributable to the acquisition of the financial asset. 
Transaction costs of financial assets carried at fair value through profit or loss are expensed in profit or loss.

Loans and receivables and held-to-maturity investments are subsequently carried at amortised cost using the effective 
interest method.

Available-for-sale financial assets and financial assets at fair value through profit or loss are subsequently carried at fair value. 
Gains or losses arising from changes in the fair value of the ‘financial assets at fair value through profit or loss’ category are 
presented in profit or loss within other income or other expenses in the period in which they arise. Dividend income from 
financial assets at fair value through profit or loss is recognised in profit or loss as part of revenue from continuing operations 
when the Group’s right to receive payments is established. Interest income from these financial assets is included in the net 
gains/(losses).

Changes in the fair value of monetary securities denominated in a foreign currency and classified as available-for-sale are 
analysed between translation differences resulting from changes in amortised cost of the security and other changes in the 
carrying amount of the security. The translation differences related to changes in the amortised cost are recognised in profit 
or loss, and other changes in carrying amount are recognised in other comprehensive income. Changes in the fair value of 
other monetary and non-monetary securities classified as available-for-sale are recognised in other comprehensive income. 

Details on how the fair value of financial instruments is determined are disclosed in Note 2.

Impairment
The Group assesses at the end of each reporting period whether there is objective evidence that a financial asset or group 
of financial assets is impaired. A financial asset or a group of financial assets is impaired and impairment losses are incurred 
only if there is objective evidence of impairment as a result of one or more events that occurred after the initial recognition 
of the asset (a ‘loss event’) and that loss event (or events) has an impact on the estimated future cash flows of the financial 
asset or group of financial assets that can be reliably estimated. In the case of equity investments classified as available-for-
sale, a significant or prolonged decline in the fair value of the security below its cost is considered an indicator that the 
assets are impaired.
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Note 1. Summary of significant accounting policies (continued)
(i) Assets carried at amortised cost
For loans and receivables, the amount of the loss is measured as the difference between the asset’s carrying amount and 
the present value of estimated future cash flows (excluding future credit losses that have not been incurred) discounted 
at the financial asset’s original effective interest rate. The carrying amount of the asset is reduced and the amount of the 
loss is recognised in profit or loss. If a loan or held-to-maturity investment has a variable interest rate, the discount rate for 
measuring any impairment loss is the current effective interest rate determined under the contract. As a practical expedient, 
the Group may measure impairment on the basis of an instrument’s fair value using an observable market price.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an 
event occurring after the impairment was recognised (such as an improvement in the debtor’s credit rating), the reversal 
of the previously recognised impairment loss is recognised in profit or loss.

Impairment testing of trade receivables is described in Note 1(k).

(ii) Assets classified as available-for-sale
If there is objective evidence of impairment for available-for-sale financial assets, the cumulative loss – measured as 
the difference between the acquisition cost and the current fair value, less any impairment loss on that financial asset 
previously recognised in profit or loss – is removed from equity and recognised in profit or loss. 

Impairment losses on equity instruments that were recognised in profit or loss are not reversed through profit or loss 
in a subsequent period. 

(o) Derivatives and hedging activities
Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently 
remeasured to their fair value at the end of each reporting period. The accounting for subsequent changes in the fair 
value depends on whether the derivative is designated as a hedging instrument, and if so, the nature of the item being 
hedged. The Group designates derivatives as either:

•	 hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedges); 

•	 hedges of a particular risk associated with the cash flows of recognised assets and liabilities and highly probable 
forecast transactions (cash flow hedges); or, 

•	 hedges of a net investment in a foreign operation (net investment hedges).

The Group documents at the inception of the hedging transaction the relationship between hedging instruments and 
hedged items, as well as its risk management objective and strategy for undertaking various hedge transactions. The Group 
also documents its assessment, both at hedge inception and on an ongoing basis, of whether the derivatives that are used 
in hedging transactions have been and will continue to be highly effective in offsetting changes in fair values or cash flows 
of hedged items.

The fair values of various derivative financial instruments used for hedging purposes are disclosed in Note 13. Movements 
in the hedging reserve in shareholders’ equity are shown in Note 25. The full fair value of a hedging derivative is classified 
as a non-current asset or liability when the remaining maturity of the hedged items is more than 12 months; it is classified 
as a current asset or liability when the remaining maturity of the hedged item is less than 12 months. Trading derivatives 
are classified as a current asset or liability.

(i) Fair value hedge
Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recorded in the statement 
of comprehensive income, together with any changes in the fair value of the hedged asset or liability that are attributable 
to the hedged risk. The gain or loss relating to the effective portion of interest rate swaps hedging fixed rate borrowings is 
recognised in profit or loss within finance costs, together with changes in the fair value of the hedged fixed rate borrowings 
attributable to interest rate risk. The gain or loss relating to the ineffective portion is recognised in profit or loss within other 
income or other expenses.

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying amount of a hedged item 
for which the effective interest method is used is amortised to profit or loss over the period to maturity using a recalculated 
effective interest rate.
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(ii) Cash flow hedge
The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges is 
recognised in other comprehensive income and accumulated in reserves in equity. The gain or loss relating to the ineffective 
portion is recognised immediately in profit or loss within other income or other expenses.

Amounts accumulated in equity are reclassified to profit or loss in the periods when the hedged item affects profit or loss 
(for instance when the forecast sale that is hedged takes place). The gain or loss relating to the effective portion of interest 
rate swaps hedging variable rate borrowings is recognised in profit or loss within ‘finance costs’. However, when the forecast 
transaction that is hedged results in the recognition of a non-financial asset (for example, inventory or fixed assets) the gains 
and losses previously deferred in equity are reclassified from equity and included in the initial measurement of the cost of the 
asset. The deferred amounts are ultimately recognised in profit or loss as cost of goods sold in the case of inventory, or as 
depreciation or impairment in the case of fixed assets.

When a hedging instrument expires or is sold or terminated, or when a hedge no longer meets the criteria for hedge 
accounting, any cumulative gain or loss existing in equity at that time remains in equity and is recognised when the forecast 
transaction is ultimately recognised in profit or loss. When a forecast transaction is no longer expected to occur, the 
cumulative gain or loss that was reported in equity is immediately reclassified to profit or loss.

(iii) Net investment hedge
Hedges of a net investment in foreign operations are accounted for similarly to cash flow hedges. 

Any gain or loss on the hedging instrument relating to the effective portion of the hedge are recognised in other 
comprehensive income and accumulated reserves in equity. The gain or loss relating to the ineffective portion is 
recognised immediately in profit or loss within other income or other expenses. 

Gains and losses accumulated in equity are reclassified to profit or loss when the foreign operation is partially disposed 
of or sold.

(iv) Derivatives that do not qualify for hedge accounting
Certain derivative instruments do not qualify for hedge accounting. Changes in the fair value of any derivative instrument 
that does not qualify for hedge accounting are recognised immediately in profit or loss and are included in other income 
or other expenses.

(p) Financial guarantee contracts
Financial guarantee contracts are recognised as a contingent financial liability at the time the guarantee is issued. The liability 
is initially measured at fair value and subsequently at the higher of the amount determined in accordance with AASB 137 
Provisions, Contingent Liabilities and Contingent Assets and the amount initially recognised less cumulative amortisation, 
where appropriate.

(q) Property, plant and equipment
Property, plant and equipment (including Investment properties, refer to Note 1(r)) is stated at historical cost less 
depreciation. Historical cost includes expenditure that is directly attributable to the acquisition of the items. Cost may 
also include transfers from equity of any gains/losses on qualifying cash flow hedges of foreign currency purchases of 
property, plant and equipment. 

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when 
it is probable that future economic benefits associated with the item will flow to the Group and the cost of the item can 
be measured reliably. All other repairs and maintenance are charged to the income statement during the financial period 
in which they are incurred.

Land is not depreciated. Depreciation on other assets is calculated using the straight-line method to allocate their cost 
or revalued amounts, net of their residual values, over their useful lives, as follows:

Buildings 25-50 years
Freehold improvements 25-40 years
Plant and equipment1 0-10 years
Leasehold improvements 7 years

1. The Group entered into agreements with third parties to sell its gaming machines classified as plant and equipment with the effective date 
of sale of these machines being the date when the Gaming operator Licence expired on 15 August 2012. As a result of the sale agreements, 
the Group changed the depreciation estimate of the gaming machines to a zero depreciation rate from 31 March 2011 as the sale value of the 
gaming machines exceed their written down book value. The remainder of the gaming assets classified under Plant and Equipment relating 
to the Gaming operator Licence continued to be depreciated at existing rates up to the expiry of the licence on 15 August 2012.

 Refer to Note 3 for the effects on the change in accounting estimate on the gaming machines. 

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each reporting period.
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Note 1. Summary of significant accounting policies (continued)
An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater 
than its estimated recoverable amount (Note 1(i)).

Plant and equipment under development is not depreciated. Depreciation will commence on completion of the development 
when the assets are available for use.

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are included in profit or loss. 

(r) Investment properties
Investment properties, principally comprising land and buildings of gaming venues and freehold commercial buildings, are 
held for long term rental yields and are not occupied by the Group. Investment properties are carried at cost less subsequent 
depreciation. Depreciation is calculated using the straight-line method in accordance with the accounting policy for property, 
plant and equipment (refer Note 1(q)). A property’s carrying amount is written down immediately to its recoverable amount 
if the property’s carrying amount is greater than its recoverable amount (refer Note 1(i)).

(s) Intangible assets
(i) Goodwill
Goodwill is measured as described in Note 1(i). Goodwill on acquisitions of subsidiaries is included in intangible assets. 
Goodwill is not amortised but is tested for impairment six monthly, or more frequently if events or changes in circumstances 
indicate that it might be impaired, and is carried at cost less accumulated impairment losses. Gains and losses on the 
disposal of an entity include the carrying amount of goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of impairment testing. The allocation is made to those 
cash-generating units or groups of cash-generating units that are expected to benefit from the business combination 
in which the goodwill arose, identified according to operating segments (Note 4).

(ii) Licences
Licences that have a finite useful life are carried at cost less accumulated amortisation and impairment losses. Amortisation 
is calculated using the straight-line method to allocate the cost of licences over their estimated useful lives.

The expected useful lives used for licences are as follows:

Race wagering licence – Queensland 92 years Expires 2098
Sports wagering licence – Queensland 25 years Expires 2037
Totalisator licence – Northern Territory 9 years Expires 2015
Sports bookmaker licence – Northern Territory 9 years Expires 2015
Major betting operations licence – South Australia 94 years Expires 2100
Gaming machine monitoring operator’s licence – Queensland 10 years Expires 2017
Monitoring provider’s licence – Northern Territory 5 years Expires 2016
Centralised monitoring system licence – New South Wales 10 years Expires 2016
Inter-club linked gaming system licence – New South Wales 11 years Expires 2017
Inter-hotel linked gaming system licence – New South Wales 13 years Expires 2019
Radio licences – Queensland 11 years Expires 2014
Lotteries licence – Victoria 10 years Expires 2018
Lotteries licence – New South Wales 40 years Expires 2050
Race and sports wagering licence – Tasmania 50 years Expires 20621

1. The race and sports wagering licence in Tasmania has an option to be extended for a further 49 years. 
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The Victorian gaming licence, which expired on 15 August 2012, was not amortised as the licence expiry payment which 
may be paid to the Group at the end of the licence period was expected to be not less than the carrying value of the asset. 
The licence has now been fully impaired.

The carrying value of licences is reviewed annually and any balance representing future benefits for which realisation 
is considered to be no longer probable is written off. 

(iii) Brand
The Tattersall’s brand was carried at cost by the Company. Due to AASB 3 Business Combinations requirements the balance 
was eliminated on consolidation. The Tattersall’s brand has now been fully impaired.

The TAB brand is an indefinite life asset carried at cost being the fair value on acquisition of TattsBet Limited. It is reviewed 
annually by reference to future cash flows to ensure it is not carried in excess of recoverable amount.

Brands with a finite useful life are carried at cost less accumulated amortisation and impaired losses. Amortisation is 
calculated using the straight-line method to allocate the cost of the brands over their estimated useful lives.

The expected useful lives used for brands are as follows:

TAB Brand – South Australia 16 years Expires 2022
Golden Casket Brands – Queensland 65 years Expires 2072

(iv) Research and development
Expenditure on research activities, undertaken with the prospect of obtaining new technical knowledge and understanding, 
is recognised in the income statement as an expense when it is incurred.

(v) IT development and software
Costs incurred in developing products or systems that will contribute to future period financial benefits through revenue 
generation and/or cost reduction are capitalised to software. Costs capitalised include external direct costs of materials 
and service, direct payroll and payroll related costs of employees’ time spent on the project.

Capitalised software is carried at cost less accumulated amortisation and impaired losses. Amortisation is calculated using 
the straight-line method to allocate the cost of the software over its estimated useful life of two to 14 years.

(vi) Other
The cost associated with the Golden Casket Lottery operator Agreement is carried at cost less accumulated amortisation 
and impaired losses. Amortisation is calculated using the straight-line method to allocate the cost of the agreement over 
the term of 65 years, expiring in 2072.

on 20 June 2012, Tatts NT Lotteries Pty Ltd entered an agreement with the Northern Territory Government to conduct lotteries. 
The cost associated with the agreement will be amortised over the 20 year life of the agreement which expires in 2032.

(t) Trade and other payables
These amounts represent liabilities for goods and services provided to the Group prior to the end of the financial year 
which are unpaid. The amounts are unsecured and are usually paid within 30 days of recognition. Trade and other payables 
are presented as current liabilities unless payment is not due within 12 months from the reporting date. They are recognised 
initially at their fair value and subsequently measured at amortised cost using the effective interest method.

Prizes payable to the ‘Set for Life’, ‘Made for Life’ and ‘Win for Life’ lottery major prize winners are payable over periods 
exceeding 12 months and are valued at the net present value of the future expected cash flows. The portion of this liability 
which is payable more than 12 months post balance date is reported as a non-current liability.
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Note 1. Summary of significant accounting policies (continued)
(u) Interest bearing liabilities
Interest bearing liabilities, such as loans, are initially recognised at fair value, net of transaction costs incurred and 
subsequently measured at amortised cost. Any difference between the proceeds (net of transaction costs) and the 
redemption amount is recognised in profit and loss over the period of the borrowings using the effective interest method.

Fees paid on the establishment of loan facilities are recognised as transaction costs of the loan to the extent that it is 
probable that some or all of the facility will be drawn down. In this case, the fee is deferred until the draw down occurs. 
To the extent there is evidence that it is probable that some or all of the facility will be drawn down, the fee is capitalised 
as a prepayment for liquidity services and amortised over the period of the facility to which it relates.

Interest bearing liabilities are classified as current liabilities unless the Group has an unconditional right to defer settlement 
of the liability for at least 12 months after the reporting period. 

(v) Finance costs
Finance costs incurred for the acquisition, construction or production of any qualifying asset are capitalised during the 
period of time that is required to complete and prepare the asset for its intended use or sale. other finance costs are 
expensed.

(w) Provisions
Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events, it is 
probable that an outflow of resources will be required to settle the obligation, and the amount has been reliably estimated. 
Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement is determined 
by considering the class of obligations as a whole. A provision is recognised even if the likelihood of an outflow with respect 
to any one item included in the same class of obligations may be small.

Provisions are measured at the present value of management’s best estimate of the expenditure required to settle the 
present obligation at the end of the reporting period.

(x) Employee benefits
(i) Wages, salaries and annual leave
Liabilities for wages and salaries, including non-monetary benefits and annual leave expected to be settled within 
12 months after the end of the period in which the employees render the related service are recognised in respect of 
employees’ services up to the end of the reporting period and are measured at the amounts expected to be paid when 
the liabilities are settled. The liability for annual leave is recognised in the provision for employee benefits. All other 
short term employee benefit obligations are presented as payables.

(ii) Long service leave
The liability for long service leave is recognised in the provision for employee benefits and measured as the present value 
of expected future payments to be made in respect of services provided by employees up to the end of each reporting 
period using the projected unit credit method. Consideration is given to expected future wage and salary levels, experience 
of employee departures and periods of service. Expected future payments are discounted using market yields at the end of 
each reporting period on national government bonds with terms to maturity and currency that match, as closely as possible, 
the estimated future cash outflows.

The obligations are presented as current liabilities in the balance sheet if the entity does not have an unconditional right to 
defer settlement for at least 12 months after the reporting date, regardless of when the actual settlement is expected to occur.

(iii) Retirement benefit obligations
All Group employees are entitled to become members of the Group’s accumulation (defined contribution) plan, whilst some 
employees employed by Golden Casket Lottery Corporation Limited have previously elected into the plans as outlined below. 
The accumulation plan receives superannuation guarantee contributions from Group companies and the Group’s legal or 
constructive obligation is limited to these contributions. 
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Golden Casket Lottery Corporation Limited contributes to the Queensland State Public Sector Superannuation Scheme 
(Q-Super), with all contributions recognised as an expense when incurred. Benefits are provided to employees on either 
a defined benefit basis or through an accumulation fund. Both funds are administered by the Queensland Government 
Superannuation office. No liability is recognised for superannuation benefits in respect of defined benefit and accumulation 
plans to which Golden Casket Lottery Corporation Limited contributes as this liability is held on a Whole of Government 
basis and reported in the Whole of Government financial statements.

New South Wales Lotteries Corporation Pty Limited was acquired on 31 March 2010. Remaining employees were transferred 
into Tatts Employment Co. (NSW) Pty Limited, a wholly-owned subsidiary of the Company.

In respect of defined contribution superannuation funds, Tatts Employment Co. (NSW) Pty Limited’s obligations are 
determined by the amounts to be contributed for that reporting period so no actuarial assumptions are required to 
measure the obligation or the expense and there is no possibility of any actuarial gain or loss.

Tatts Employment Co. (NSW) Pty Limited also contributes to three defined benefit superannuation funds. Sub funds have 
been created in relation to the transferred employees who are members of the following New South Wales public sector 
superannuation schemes:

•	 State Authorities Superannuation Scheme (SASS);

•	 State Superannuation Scheme (SSS); and

•	 State Authorities Non-contributory Superannuation Scheme (SANCS).

Its net obligations to these funds are calculated separately for each fund by estimating the amount of future benefit that 
employees have accrued in return for their services in the current and prior reporting periods, discounted to present value 
based on the long term Commonwealth Government bond rate less the fair value of any assets of the funds. All three funds 
are closed to new members. To the extent that a surplus or deficit is generated due to variations in actuarial valuations, these 
variances will be reflected in the balance sheet as an asset or liability and recognised in the statement of comprehensive 
income as income or expense and associated income tax effect. A surplus resulting in a superannuation asset may allow 
Tatts Employment Co. (NSW) Pty Limited to have a reduction in its contributions. A deficit resulting in a superannuation 
liability may require Tatts Employment Co. (NSW) Pty Limited to increase the level of its contributions. 

A liability or asset in respect of defined benefit superannuation plans is recognised in the balance sheet, and is measured 
as the present value of the defined benefit obligation at the end of each reporting period less the fair value of the 
superannuation fund’s assets at that date and any unrecognised past service cost. The present value of the defined 
benefit obligation is based on expected future payments which arise from membership of the fund to the end of each 
reporting period, calculated annually by independent actuaries using the projected unit credit method. Consideration 
is given to expected future wage and salary levels, experience of employee departures and periods of service.

Expected future payments are discounted using market yields at the end of each reporting period on Commonwealth 
Government bonds with terms to maturity and currency that match, as closely as possible, the estimated future cash outflows.

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are recognised in the 
period in which they occur, directly in the statement of comprehensive income.

Past service costs are recognised immediately in the income statement, unless the changes to the superannuation fund are 
conditional on the employees remaining in service for a specified period of time (the vesting period). In this case, the past 
service costs are amortised on a straight-line basis over the vesting period.

Future taxes that are funded by the entity as part of the provision of the existing benefit obligation (e.g. taxes on investment 
income and employer contributions) are taken into account in measuring the net liability or asset.

Contributions to defined contribution funds are recognised as an expense as they become payable. Prepaid contributions 
are recognised as an asset to the extent that a cash refund or a reduction in the future payments is available.

(iv) Performance-based incentives
Permanent employees of the Group participate in an annual incentive scheme under which employees receive cash, and 
for certain executives a combination of cash and share-based compensation benefits. The total incentive amount paid 
annually is determined by a calculation based on revenue growth, EBIT margin growth, and EPS growth, applied to market 
benchmarked target incentives of the Group’s permanent employees.
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Note 1. Summary of significant accounting policies (continued)
For the amount payable in cash, the Group recognises a liability and an expense for such cash incentives arising from these 
calculations, and for any Special Circumstance incentive amounts paid or payable outside of the incentive pool arising from 
the calculations. The Group recognises a provision where contractually obliged or where there is a past practice that has 
created a constructive obligation. Share-based payments under this annual incentive scheme are outlined in the next section.

(v) Share-based payments
Share-based compensation benefits are provided to certain executives who have greater potential impact on share price and 
long term value generation as part of any annual incentive awarded to them in the form of rights exercisable in 12 months 
from grant date into restricted shares, provided the executive remains employed with the Group.

The fair value of the rights granted under this incentive scheme is recognised as an employee benefit expense with the 
corresponding increase in the share based equity reserve. The fair value is the VWAP (Volume Weighted Average Price) 
of the 10 trading days prior to the day the Remuneration Committee decides to recommend to the Board that it award the 
rights (determination date) recognising the 12 month exercise date, and fully charged to the period to which the performance 
incentive applies. The market value of shares provided to employees for no cash consideration under this incentive scheme is 
charged to the share-based equity reserve when the employee exercises the right and becomes entitled to the restricted shares.

Share-based compensation benefits prior to the 2011 financial year were provided to employees via the Long Term Incentive 
Plan (LTIP), an equity settled plan.

The fair value of performance options and rights granted under the LTIP was recognised as an employee benefit expense 
with a corresponding increase in equity. The fair value was measured at determination date and is recognised over the period 
during which the employees become unconditionally entitled to the options and rights.

The assessed fair value at determination date of options and rights granted to the individuals is allocated equally over a 
three year period from determination date. Fair values at determination date were determined using a Monte-Carlo Simulation 
Valuation methodology that takes into account the exercise price, the term of the option and right, the impact of dilution, 
the share price at determination date and expected price volatility of the underlying share, the expected dividend yield and 
the risk-free interest rate for the term of the option and right.

The fair value of the options and rights granted under the LTIP excludes the impact of any non-market vesting conditions 
(for example, profitability and sales and growth targets). Non-market vesting conditions are included in assumptions about 
the number of options and rights that are expected to become exercisable. At each reporting period date, the Group revises 
its estimates of the number of options and rights that are expected to become exercisable.

Upon the exercise of options or rights under the LTIP, the balance of the share-based payments reserve relating to those 
options and rights is transferred to share capital.

The market value of shares issued to employees for no cash consideration under the LTIP is recognised as an employee 
benefit expense with a corresponding increase amortised over the vesting period in equity when the employees become 
entitled to the shares.

(vi) Termination benefits
Termination benefits are payable when employment is terminated before the normal retirement date, or when an 
employee accepts voluntary redundancy in exchange for these benefits. The Group recognises termination benefits 
when it is demonstrably committed to either terminating the employment of current employees according to a detailed 
formal plan without possibility of withdrawal or providing termination benefits as a result of an offer made to encourage 
voluntary redundancy.

(y) Contributed equity
ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares or options/rights are shown in equity as a deduction, 
net of tax, from the proceeds. Incremental costs directly attributable to the issue of new shares or options/rights, for 
the acquisition of a business, are not included in the cost of the acquisition as part of the purchase consideration.
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(z) Dividends
Provision is made for the amount of any dividend determined, being appropriately authorised and no longer at the discretion 
of the Company, on or before the end of the reporting period but not distributed at the end of the reporting period.

(aa) Earnings per share
(i) Basic earnings per share
Basic earnings per share is calculated by dividing the profit attributable to owners of the Company, excluding any costs 
of servicing equity other than ordinary shares, by the weighted average number of ordinary shares outstanding during 
the financial year, adjusted for bonus elements in ordinary shares issued during the year.

(ii) Diluted earnings per share
Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to take into account 
the after income tax effect of interest and other financial costs associated with dilutive potential ordinary shares and the 
weighted average number of additional ordinary shares that would have been outstanding assuming the conversion of all 
dilutive ordinary shares.

(ab) Goods and Services Tax (GST)
Revenues, expenses and assets are recognised net of the amount of the associated GST, unless the GST incurred is not 
recoverable from the taxation authority. In this case it is recognised as part of the cost of acquisition of the asset or as 
part of the expense. 

Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net amount of GST 
recoverable from, or payable to, the taxation authority is included with other receivables or payables in the balance sheet.

Cash flows are presented on a gross basis. The GST components of cash flows arising from investing or financing activities 
which are recoverable from, or payable to, the taxation authority, are presented as operating cash flows.

(ac) Rounding of amounts
The Company is of a kind referred to in Class order 98/100, issued by the Australian Securities and Investments Commission, 
relating to the ‘rounding-off’ of amounts in the financial statements. Amounts in the financial statements have been rounded-
off in accordance with that Class order to the nearest thousand dollars, or in certain cases, the nearest dollar.

(ad) New accounting standards and AASB interpretations
Certain new accounting standards and interpretations have been published that are not mandatory for 30 June 2012 
reporting periods. The Group’s assessment of the impact of these new standards and interpretations is set out below.

(i) AASB 9 Financial Instruments, AASB 2009-11 Amendments to Australian Accounting Standards arising from 
AASB 9 and AASB 2010-7 Amendments to Australian Accounting Standards arising from AASB 9 (December 2010) 
(effective from 1 January 2013*)
AASB 9 Financial Instruments addresses the classification, measurement and derecognition of financial assets and financial 
liabilities. The standard is not applicable until 1 January 2013* but is available for early adoption. When adopted, the standard 
will affect in particular the Group’s accounting for its available-for-sale financial assets, since AASB 9 only permits the 
recognition of fair value gains and losses in other comprehensive income if they relate to equity investments that are not 
held for trading. Fair value gains and losses on available-for-sale debt investments, for example, will therefore have to be 
recognised directly in profit or loss.

There will be no impact on the Group’s accounting for financial liabilities, as the new requirements only affect the accounting 
for financial liabilities that are designated at fair value through profit or loss and the Group does not have any such liabilities. 
The derecognition rules have been transferred from AASB 139 Financial Instruments: Recognition and Measurement and have 
not been changed. The Group has not yet decided when to adopt AASB 9.

* In December 2011, the IASB delayed the application date of IFRS 9 to 1 January 2015. The AASB is expected to make an equivalent 
amendment to AASB 9 shortly.
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Note 1. Summary of significant accounting policies (continued)
(ii) AASB 10 Consolidated Financial Statements, AASB 11 Joint Arrangements, AASB 12 Disclosure of Interests in 
Other Entities, revised AASB 127 Separate Financial Statements and AASB 128 Investments in Associates and Joint 
Ventures and AASB 2011-7 Amendments to Australian Accounting Standards arising from the Consolidation and 
Joint Arrangements Standards (effective 1 January 2013)
In August 2011, the AASB issued a suite of five new and amended standards which address the accounting for joint 
arrangements, consolidated financial statements and associated disclosures. AASB 10 replaces all of the guidance on 
control and consolidation in AASB 127 Consolidated and Separate Financial Statements, and Interpretation 12 Consolidation 
– Special Purpose Entities. The core principle that a consolidated entity presents a parent and its subsidiaries as if they are a 
single economic entity remains unchanged, as do the mechanics of consolidation. However, the standard introduces a single 
definition of control that applies to all entities. It focuses on the need to have both power and rights or exposure to variable 
returns. Power is the current ability to direct the activities that significantly influence returns. Returns must vary and can be 
positive, negative or both. Control exists when the investor can use its power to affect the amount of its returns. There is also 
new guidance on participating and protective rights and on agent/principal relationships. 

The Group does not expect the new standard to have any impact on its composition.

AASB 11 introduces a principles based approach to accounting for joint arrangements. The focus is no longer on the legal 
structure of joint arrangements, but rather on how rights and obligations are shared by the parties to the joint arrangement. 
Based on the assessment of rights and obligations, a joint arrangement will be classified as either a joint operation or a joint 
venture. Joint ventures are accounted for using the equity method, and the choice to proportionately consolidate will no 
longer be permitted. Parties to a joint operation will account their share of revenues, expenses, assets and liabilities in 
much the same way as under the previous standard. AASB 11 also provides guidance for parties that participate in joint 
arrangements but do not share joint control.

The Group’s investments in joint venture partnerships will continue to be classified as a joint venture under the new rules. 
As the Group already applies the equity method in accounting for this investment, AASB 11 will not have any impact on the 
amounts recognised in its financial statements.

AASB 12 sets out the required disclosures for entities reporting under the two new standards, AASB 10 and AASB 11, and 
replaces the disclosure requirements currently found in AASB 127 and AASB 128. Application of this standard by the Group 
will not affect any of the amounts recognised in the financial statements. Amendments to AASB 128 provide clarification that 
an entity continues to apply the equity method and does not remeasure its retained interest as part of ownership changes 
where a joint venture becomes an associate, and vice versa. The amendments also introduce a ‘partial disposal’ concept. The 
Group does not expect to adopt the new standards before their operative date. They would therefore be first applied in the 
financial statements for the annual reporting period ending 30 June 2014.

(iii) AASB 13 Fair Value Measurement and AASB 2011-8 Amendments to Australian Accounting Standards arising 
from AASB 13 (effective 1 January 2013)
AASB 13 was released in September 2011. It explains how to measure fair value and aims to enhance fair value disclosures. 
The Group has yet to determine which, if any, of its current measurement techniques will have to change as a result of the 
new guidance. It is therefore not possible to state the impact, if any, of the new rules on any of the amounts recognised in the 
financial statements. However, application of the new standard will impact the type of information disclosed in the notes to 
the financial statements. 

The Group does not intend to adopt the new standard before its operative date, which means that it would be first applied 
in the annual reporting period ending 30 June 2014. 

(iv) Revised AASB 119 Employee Benefits, AASB 2011-10 Amendments to Australian Accounting Standards arising 
from AASB 119 (September 2011) and AASB 2011-11 Amendments to AASB 119 (September 2011) arising from 
Reduced Disclosure Requirements (effective 1 January 2013)
In September 2011, the AASB released a revised standard on accounting for employee benefits. It requires the recognition 
of all remeasurements of defined benefit liabilities/assets immediately in other comprehensive income (removal of the 
so-called ‘corridor’ method) and the calculation of a net interest expense or income by applying the discount rate to the net 
defined benefit liability or asset. This replaces the expected return on plan assets that is currently included in profit or loss. 
The standard also introduces a number of additional disclosures for defined benefit liabilities/assets and could affect the 
timing of the recognition of termination benefits. The amendments will have to be implemented retrospectively. Had the 
Group adopted the new rules in the current reporting period, profit or loss would have remained unchanged. The Group 
has not yet decided when to adopt the new standard.
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There are no other standards that are not yet effective and that are expected to have a material impact on the entity 
in the current or future reporting periods and on foreseeable future transactions.

(ae) Parent entity financial information
The financial information for the parent entity, Tatts Group Limited, disclosed in Note 37 has been prepared on the same 
basis as the consolidated financial statements, except as set out below.

(i) Investments in subsidiaries, associates and joint venture entities
Investments in subsidiaries, associates and joint venture entities are accounted for at cost in the financial statements 
of the parent entity. Dividends received from associates are recognised in the parent entity’s profit and loss, rather than 
being deducted from the carrying amount of these investments.

(ii) Tax consolidation legislation
The parent entity and its wholly-owned Australian controlled entities have implemented the tax consolidation legislation. 
on adoption of the tax consolidation legislation, the entities in the tax consolidated group entered into a tax sharing 
agreement which, in the opinion of the Directors, limits the joint and several liability of the wholly-owned entities in the 
case of a default by the head entity, Tatts Group Limited.

The head entity and its controlled entities in the tax consolidated group account for their own current and deferred tax 
amounts. These tax amounts are measured as if each entity in the tax consolidated group continues to be a stand-alone 
taxpayer in its own right.

In addition to its own current and deferred tax amounts, the head entity also recognises the current tax liabilities (or assets) 
and the deferred tax assets arising from the unused tax losses and unused tax credits assumed from controlled entities in 
the tax consolidated group.

The entities have also entered into a tax funding agreement under which the wholly-owned entities fully compensate the 
head entity for any current tax payable assumed and are compensated by the head entity for any current tax receivable 
and deferred tax assets relating to the unused tax losses or unused tax credits that are transferred to the head entity 
under the tax consolidation legislation. The funding amounts are determined by reference to the amounts recognised 
in the wholly-owned entities’ financial statements. 

The amounts receivable/payable under the tax funding agreement are due upon receipt of the funding advice from the 
head entity, which is issued as soon as practicable after the end of each financial year. The head entity may also require 
payment of interim funding amounts to assist with its obligation to pay tax instalments.

Assets or liabilities arising under tax funding agreements with the tax consolidated entities are recognised as amounts 
receivable as a contribution to (or distribution from) wholly-owned tax consolidated entities.

Note 2. financial risk management
Financial risk management is carried out by a central treasury function (Group Treasury) under policies approved by 
the Board of Directors. Group Treasury identifies, monitors and manages financial risks in co-operation with the Group’s 
operating units. The Treasury and Investment Committee internally co-ordinates this process, and the Audit, Risk and 
Compliance Committee oversees the management and implementation of the risk management framework and policies.

The Group’s activities expose it to a variety of financial risks: market risk (including foreign exchange risk and price risk), 
credit risk, liquidity risk and fair value interest rate risk. The Group’s overall risk management program focuses on the 
unpredictability of financial markets and seeks to minimise potential adverse effects on the financial performance of the 
Group. The Group uses various risk management approaches, including where appropriate derivative financial instruments 
such as foreign exchange contracts and interest rate swaps, to hedge certain risk exposures. Derivatives, when utilised, are 
exclusively for hedging purposes, i.e. not for trading or other speculative purposes. The Group uses a variety of methods to 
measure the extent of different types of risk to which it is exposed, including market or fair value or face value as appropriate. 

The operation of this treasury activity is managed through segregation of duties, reporting requirements and structured 
authority levels, and is subject to ongoing internal and external audit review.
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Note 2. financial risk management (continued)
(a) Market risk
(i) Foreign exchange risk
The Group operates internationally and is exposed to foreign exchange risk arising predominately from currency exposures 
to the British Pound (GBP), United States Dollar (USD), and various other currencies from time to time.

Foreign exchange risk arises when future commercial transactions and recognised assets and liabilities are denominated in 
a currency that is not the entity’s functional currency, and from net investments in foreign operations. Management of foreign 
exchange risk is focused on minimising the volatility of Group financial results to adverse exchange rate movements by 
protecting the cash flows of the business and reducing large investment exposures to such exchange rate movements.

This is achieved through a combination of risk management approaches including forward foreign exchange contracts, cross 
currency interest rate swaps, holding foreign currency cash balances against exposures, and minimising offshore net asset 
holdings through foreign currency denominated debt.

The Group’s material exposure to foreign currency risk at the end of the reporting period was as follows:

30 June 2012 30 June 2011
GBP 
’000

USD 
’000

GBP 
’000

USD 
’000

Interest bearing liabilities 46,070 - 46,070 -
Derivative financial liability 3,583 - 5,068 -
Cross-currency interest rate swap – receivable - (225,000) - (225,000)
Loan notes (US Private Placement) - 225,000 - 225,000
Forward exchange contracts 
 – buy foreign currency (cash flow hedge) 880 - 2,650 -

50,533 - 53,788 -

The following relevant exchange rates applied during the year:
Average Rate Spot Rate – 30 June

Currency 2012 2011 2012 2011
British Pound (GBP) 0.65296 0.62697 0.65184 0.66788
United States Dollar (USD) 1.03737 1.00108 1.02380 1.07220

Sensitivity analysis
Based on the financial instruments held at 30 June 2012, had the Australian Dollar weakened/strengthened by 10% (2011: 
10%) against the British Pound with all other variables held constant, the Group’s post-tax profit for the year would have 
been the same as that reported in the income statement, while equity would have been $7.05 million higher/$8.6 million 
lower (2011: $7.3 million higher/$8.9 million lower) than that reported in the consolidated balance sheet.

The Group’s exposure to other foreign exchange movements is not material.
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(ii) Price risk
The Group is exposed to equity securities and managed fund securities price risk. This arises from investments held by 
the Group and classified in the consolidated balance sheet as available-for-sale financial assets (refer to Note 12 for further 
information). The Group is not directly exposed to commodity price risk.

Such equity and managed fund investments are not part of the usual business operations or strategies of the Group and 
do not represent a material exposure to the Group. As at 30 June 2012, the amount held is $34.8 million (2011: $33.8 million).

Sensitivity analysis
Based on the equity securities and managed fund securities held at 30 June 2012, had the price increased/decreased by 
10% (2011: 10%) with all other variables held constant, the Group’s post tax profit for the year would have been unaffected 
while equity would have been $3.5 million higher/lower (2011: $3.4 million higher/lower).

(iii) Cash flow and fair value interest rate risk
Refer to (d) below.

(b) Credit risk
Credit risk is the risk that the Group will suffer a financial loss due to the inability of a counter party to meet its financial and/
or contractual obligations. In relation to treasury activities, credit risk arises primarily from investments, and from the use of 
risk management derivative instruments. Business and trade related credit risk is managed through procurement policies in 
place for the Group. Treasury related credit risk is managed by ensuring all counterparties satisfy credit rating level 
requirements of a minimum investment grade of BBB+ or greater. 

As at 30 June 2012, all current counterparties for Treasury activities have an investment grade that exceeds this requirement. 
Through spreading transactions across a range of such counterparties to limit the amount of credit exposure to any one 
financial institution, the Group thereby avoids any significant concentration of credit risk.

(c) Liquidity risk
Liquidity risk is the risk that monies needed to fund the Group may not be available in sufficient quantities at some future 
date. Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of 
funding through an adequate amount of committed credit facilities, and the ability to close-out market positions. Group 
Treasury manages liquidity risk by continuously monitoring forecast and actual cash flows, matching the maturity profiles 
of financial assets and liabilities, and maintaining appropriate committed funding lines in anticipation of future requirements. 
The Group has a policy that ensures any surplus cash is invested using approved investment instruments with approved 
financial institutions on maturities that ensure short term liquidity availability. Due to the dynamic nature of the underlying 
businesses, Group Treasury aims at maintaining flexibility in funding by keeping committed credit lines available and ensuring 
compliance with borrowing facility covenants and undertakings. This approach is supported through the maintenance of 
good banking relationships with the Group’s core banks.

Maturity of financial assets
The financial assets of the Group, with the exception of available-for-sale financial assets disclosed in Note 12, have maturity 
periods ranging from two to 120 days. Weekly agents and venue sweeps receivables are generally on a two to seven day 
cash cycle. 

Maturities of financial liabilities
The following table analyses the financial liabilities into relevant maturity groupings based on the remaining period at end 
of each reporting date to the contractual maturity date. The amounts disclosed are undiscounted cash flows.
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Note 2. financial risk management (continued)
Total

Less than 6 to 1 to 2 to More than Contractual Carrying
Contractual maturities 6 Months 12 Months 2 Years 5 Years 5 Years Cash Flows4 Value
of financial liabilities $’000 $’000 $’000 $’000 $’000 $’000 $’000
At 30 June 2012
Non-derivatives
Trade and other payables1 573,671 4,504 19,179 35,753 23,785 656,892 651,375
Bank loans2 22,212 467,774 240,836 227,535 - 958,357 885,817
Tatts Bonds2 3,501 6,149 12,095 40,569 227,349 289,663 194,664
Loan notes (USPP)3 5,441 5,441 10,882 32,647 250,815 305,226 240,096
Total non-derivatives 604,825 483,868 282,992 336,504 501,949 2,210,138 1,971,952

Derivatives
Net settled (interest rate swaps) 62 5,006 10,343 14,179 - 29,590 29,590
Net settled (cross currency 
interest rate swaps) - - - - (4,941) (4,941) (4,941)
Gross settled (forward foreign 
exchange contracts 
– cash flow hedges)
 – (inflow) (1,363) - - - - (1,363) -
 – outflow 1,427 - - - - 1,427 64

64 - - - - 64 64

At 30 June 2011
Non-derivatives
Trade and other payables1 424,220 125,695 41,933 18,234 19,667 629,749 620,208
Bank loans2 33,081 33,474 522,341 749,577 - 1,338,473 1,068,702
Loan notes (USPP)3 5,196 5,196 10,391 31,174 249,885 301,842 202,385
Total non-derivatives 462,497 164,365 574,665 798,985 269,552 2,270,064 1,891,295

Derivatives
Net settled (interest rate swaps) - - 2,860 14,637 - 17,497 17,497
Net settled (cross currency 
interest rate swaps) - - - - 33,465 33,465 33,465
Gross settled (forward foreign 
exchange contracts 
– cash flow hedges)
 – (inflow) (4,019) - - - - (4,019) -
 – outflow 5,136 - - - - 5,136 1,117

1,117 - - - - 1,117 1,117

1. Non-interest bearing.

2. Floating interest rate.

3. Fixed interest rate.

4. Excludes the impact of financial derivatives.
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Financing arrangements
The Group’s existing debt facilities and their maturities are as follows:

•	 US$225.0 million from US Private Placement (USPP) raised in December 2010 which is comprised of two tranches:

 – US$55.0 million maturing in December 2017; and
 – US$170.0 million maturing in December 2020.

•	 A$1,489.0 million syndicated multi-currency revolving facility, which is comprised of:

 – A$300.0 million maturing in March 2013;
 – A$189.0 million maturing in June 2013;
 – A$350.0 million maturing in March 2014;
 – A$300.0 million maturing in March 2015; and
 – A$350.0 million maturing in March 2016.

•	 A$194.7 million Tatts Bonds issued June 2012, maturing July 2019.

The funds raised under the offer of Tatts Bonds (net of costs) were used to repay part of the Group’s syndicated multi-
currency revolving facility. The Group intends to maintain the capacity to redraw the undrawn bank facilities up until the 
relevant maturity dates. This assists the Group to maintain its capacity to access bank funding via this existing facility 
and thereby assists it to pursue potential future strategic growth initiatives.

Repaying existing bank debt with the net proceeds of the offer has the effect of lengthening the debt maturity profile of the 
Group. The resulting broader and longer debt maturity profile reduces the Group’s exposure to refinancing risk, including the 
associated exposure to market volatility, by increasing the number of time periods in which debt may need to be refinanced 
in the future.

In relation to the maturing syndicated bank debt of $489.0 million in March and June 2013, the Tatts Bonds raising has 
provided increased flexibility for refinancing of these maturities. The extent and/or need and timing for refinancing of this 
maturing syndicated bank debt will be determined by requirements, including potential funding for possible acquisitions.

Unrestricted access was available at balance date to the following lines of credit:

30 June 2012 30 June 2011

Available
Balance 

Drawn

Weighted 
Average 
Interest Available

Balance 
Drawn

Weighted 
Average 
Interest

Facility Down Rate1 Facility Down Rate1

$’000 $’000 % $’000 $’000 %
Syndicated multi-currency revolving facility 1,489,000 885,817 5.12 1,489,000 1,077,878 6.14
Loan notes (US Private Placement) 240,096 240,096 4.95 202,385 202,385 4.95
Tatts Bonds 194,664 194,664 6.63 - - -

Total 1,923,760 1,320,577 1,691,385 1,280,263

1. The weighted average rate represents the variable rate at which the funds have been borrowed. This excludes the overlay of any interest 
rate or cross currency swap derivatives at the end of each reporting period.

The domestic banks provided funds under the syndicated multi-currency revolving facility agreement, covered by financial 
undertakings that impose certain covenants on the Group. In relation to the USD funds raised in December 2010 from 
Private Placement Investors, the undertakings and covenants are similar to the syndicated multi-currency revolving facility 
agreement. The financial undertakings state that (subject to certain exceptions) the companies party to these facilities would 
not provide any other security over their assets, and will ensure that certain financial ratios are maintained. The financial 
ratios were maintained as at 30 June 2011 and 30 June 2012.

The Tatts Bonds are seven year senior and unsecured debt securities which are listed on the ASX and governed by 
a Trust Deed. No financial covenants apply to these Tatts Bonds.
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Note 2. financial risk management (continued)
Key financial disclosures for Tatts Bonds
In accordance with the requirements of ASIC Class order 10/321 and clause 13.2 of the Trust Deed, the following key financial 
disclosures are made:

•	 Tatts Bonds rank equally among themselves and at least equally with all other senior and unsecured creditors of the 
Group, other than those obligations mandatorily preferred by law;

•	 the Group has not materially breached any loan covenants or any debt obligations (whether or not relating to Tatts Bonds) 
during the period covered by this Report; and

•	 the key financial ratios for the Group calculated in accordance with section 713B of the Corporations Act are:

Leverage ratio =
Net debt

= 1.87
EBITDA

Gearing ratio =
Total liabilities

= 85.6%
Total equity

Working capital ratio =
Current assets

= 48.4%
Current liabilities

A description of these ratios and how they are calculated is included in section 2.3(b) of the Tatts Bonds Prospectus.

(d) Cash flow and fair value interest rate risk
Interest rate risk is the risk that the Group will suffer a financial or economic opportunity loss due to an unfavourable change 
in interest rates. The Group’s interest rate risk arises from the Group’s interest bearing assets and borrowings. 

Borrowings issued at variable rates expose the Group to cash flow interest rate risk, while borrowings issued at fixed rates 
expose the Group to fair value interest rate risk. The Group’s borrowings at variable rates were denominated in Australian 
Dollars and British Pounds. When required, the Group may enter into interest rate hedge instruments, ranging from 10.0% to 
100.0% of the interest rate exposure determined on the debt profile of the Group. Any decision to hedge interest rate risk will 
be assessed at the inception of each floating rate debt facility and/or at each rollover in light of the overall Group exposure, 
the prevailing interest rate market and any funding counterparty requirements.

The Group’s interest bearing assets are typically invested at fixed rates for terms ranging between 30 and 180 days due 
to potential liquidity requirements. As a result, the Group’s income and operating cash flows are not materially exposed 
to changes in market interest rates.

Group Treasury manages interest rate risk by establishing interest rate hedges in accordance with the Board approved policy.

At balance date, material exposure to interest rate risk is limited to the loans available under the funding arrangements 
as disclosed in (c) above and cash and cash equivalents as disclosed in Note 9.

All other financial assets and liabilities are either non-interest bearing or not subject to interest rate risk or exposures 
to such risk are not material.

Sensitivity analysis
At 30 June 2012, if interest rates had increased/decreased by 100 basis points (2011: 100 basis points) from the year-end 
rates with all other variables held constant, the post-tax profit for the year and equity for the Group would have been 
$7.1 million lower/higher (2011: $7.2 million lower/higher).
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(e) Fair value of financial assets and liabilities
other than those classes of financial assets and liabilities denoted as ‘listed’ (refer to Note 12), none of the classes of financial 
assets and liabilities are readily traded on organised markets in standardised form. The net fair value of financial assets 
and liabilities is exclusive of costs which would be incurred on realisation of an asset, and inclusive of costs which would 
be incurred on settlement of liability. The fair values of financial assets and liabilities of the Group are approximately the 
same as the carrying amount shown in the balance sheet. 

(i) On-balance sheet
The fair value of cash and cash equivalents, and non-interest bearing monetary financial assets and financial liabilities 
of the Group approximates their carrying amounts.

The fair value of other monetary financial assets and financial liabilities is based upon market prices where a market exists or 
by discounting the expected future cash flows by the current interest rates for assets and liabilities with similar risk profiles.

Equity investments traded in active markets have been valued by reference to market prices prevailing at balance sheet 
date. For non-traded equity investments, the fair value is an assessment by management based on the underlying net assets, 
future maintainable earnings and any special circumstances pertaining to a particular investment.

(ii) Off-balance sheet
The Company and certain controlled subsidiaries have potential financial liabilities which may arise from certain 
contingencies disclosed in Note 29. No material losses are anticipated in respect of any of those contingencies.

(iii) Derivative financial instruments
For forward foreign exchange contracts, the fair value is taken to be the unrealised gain or loss at balance sheet date 
calculated by reference to the current forward exchange rates for contracts with similar remaining maturity profiles.

For interest rate swaps, the fair value is taken to be the unrealised gain or loss at balance sheet date calculated by 
reference to the current interest rate curve with similar remaining maturity profiles.

For cross-currency interest rate swaps, the fair value is taken to be the unrealised gain or loss at balance sheet date 
calculated by reference to the current forward exchange rates and interest rate curve with similar maturity profiles.

(iv) Fair value hierarchy
The fair value of financial assets and financial liabilities must be estimated for recognition and measurement or for 
disclosure purposes.

AASB 7 Financial Instruments: Disclosures, requires disclosure of fair value measurements by level of the following fair 
value measurement hierarchy:

Level 1 –  the fair value is calculated using quoted prices in active markets;

Level 2 –  the fair value is estimated using inputs other than quoted prices included in Level 1 that are observable for 
the asset or liability, either directly (as prices) or indirectly (derived from prices); and

Level 3 – the fair value is estimated using inputs for the asset or liability that are not based on observable market data.
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Note 2. financial risk management (continued)
The following table presents the Group’s assets and liabilities measured and recognised at fair value at 30 June 2012 and 30 
June 2011:

Level 1 
$’000

Level 2 
$’000

Level 3 
$’000

Total 
$’000

At 30 June 2012
Assets
Available-for-sale financial assets
 Equity securities 6,625 - - 6,625
 Managed fund investment - 28,206 - 28,206
Total assets 6,625 28,206 - 34,831

Liabilities
Forward foreign exchange contracts - 64 - 64
Interest rate swap contracts - 29,591 - 29,591
Cross currency interest rate swaps - (4,941) - (4,941)
Total liabilities - 24,714 - 24,714

At 30 June 2011
Assets
Available-for-sale financial assets
 Equity securities 6,949 - - 6,949
 Managed fund investment - 26,875 - 26,875
Total assets 6,949 26,875 - 33,824

Liabilities
Forward foreign exchange contracts - 1,117 - 1,117
Interest rate swap contracts - 17,497 - 17,497
Cross currency interest rate swaps - 33,465 - 33,465
Total liabilities - 52,079 - 52,079

(f) Capital risk management
The Group’s policy is to maintain a capital structure for the business which ensures sufficient liquidity and support for 
business operations, maintains shareholder and market confidence, provides strong stakeholder returns, and positions 
the business for future growth.

The ongoing maintenance and pursuit of this policy is characterised by:

•	 maintaining a leverage ratio that ensures the investment grade positioning of the Group;

•	 maintaining appropriate sources of debt funding that ensures an appropriate maturity profile for the Group;

•	 a dividend policy aimed at dividend payout ratios of over 90% on a fully franked basis;

•	 investment criteria that consider earnings accretion and risk adjusted rate of return requirements based on the Group’s 
weighted average cost of capital; and

•	 ongoing cash flow forecast analysis and detailed budgeting processes which, combined with continual development of 
banking and investor relationships, is directed at providing a sound financial positioning for the Group’s operations and 
financial management activities.

The leverage ratios that management monitor as key metrics for capital management are calculated as net debt divided 
by total capital (balance sheet leverage ratio), and net debt divided by EBITDA (earnings leverage ratio). 

Net debt is calculated as total borrowings (interest bearing liabilities as shown in the balance sheet, plus derivative financial 
liabilities and bank guarantees) less cash and cash equivalents (less prize reserves and other committed cash amounts). 
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Total capital is calculated as ‘equity’ as shown in the balance sheet (including non-controlling interests) plus net debt. 
EBITDA (leverage) is the earnings before interest, tax, depreciation and amortisation as shown in the income statement, 
adjusted to reflect full year outcomes of continuing operations, adjusted for non-recurring significant or extraordinary items 
which are non-cash in nature, adjusted for acquisitions/disposals during the past financial year on a pro forma 12 month basis 
and with the addition of interest income. 

Two measures are used for leverage to provide both a balance sheet and earnings/cash flow perspective of the leverage 
of the business.

In addition, the interest cover ratio is used to monitor the annual earnings leverage in the income statement. Interest cover 
ratio is calculated as EBITDA (leverage) as outlined above less the acquisition/disposal adjustment (EBITDA (interest cover)), 
divided by interest expense as disclosed in the accounts adjusted for any non-recurring non-cash items.

2012 
$’000

2011 
$’000

EBITDA (leverage) 675,351  620,898
EBITDA (interest cover) 655,484 620,898
Interest expense 104,487 102,565

Interest bearing and other liabilities 1,348,465 1,334,400
Less: cash and cash equivalents (excluding prize reserves) (133,271) (90,505)
Net debt 1,215,194 1,243,895
Equity 2,663,641 2,554,139
Total capital 3,878,835 3,798,034

Balance sheet leverage ratio 31.33% 32.75%
Earnings leverage ratio 1.80:1 2.00:1
Interest cover ratio 6.27:1 6.05:1

The Board and management continually assess the relative merits of the potential for higher returns from increased leverage 
and the advantages that flow to markets and operational stability and strategic flexibility from a strong capital base.

There were no changes in the Group’s approach to capital management during the year.

Neither the Company nor any of its subsidiaries are subject to externally imposed capital requirements, other than normal 
banking requirements.

Note 3. Critical accounting estimates and judgements
Estimates and judgements are continually evaluated and are based on historical experience and other factors, including 
expectations of future events that may have a financial impact on the entity and that are believed to be reasonable under 
the circumstances.

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

(a) Estimated impairment of goodwill, licences and brands
The Group tests six monthly whether goodwill, licences and brands have suffered any impairment, in accordance with the 
accounting policy stated in Note 1(s). The recoverable amounts of cash-generating units have been determined based on 
fair value less costs to sell calculations. These calculations require the use of assumptions. Refer to Note 16 for details of 
these assumptions. 

(b) Income taxes
The Group is subject to income taxes in Australia and jurisdictions where it has foreign operations. Significant judgement is 
required in determining the provision for income taxes. There are certain transactions and calculations undertaken during the 
ordinary course of business for which the ultimate tax determination is uncertain. The Group estimates its tax liabilities based 
on the Group’s understanding of the tax law. Where the final tax outcome of these matters is different from the amounts that 
were initially recorded, such difference will impact the current and deferred income tax assets and liabilities in the period in 
which such determination is made.
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Note 3. Critical accounting estimates and judgements (continued)
In addition, the Group has recognised deferred tax assets relating to carried forward tax losses to the extent there are sufficient 
taxable temporary differences (deferred tax liabilities) relating to the same taxation authority and the same subsidiary against 
which the unused tax losses can be utilised. However, utilisation of the tax losses also depends on the ability of the entity, 
which is not part of the tax consolidated group, to satisfy certain tests at the time the losses are recouped.

(c) Sale of Gaming Machines and Gaming Assets
The Group entered into agreements with third parties to sell its gaming machines classified as plant and equipment with the 
effective date of sale of these machines being the date when the Gaming operator Licence expired on 15 August 2012. As a 
result of the sale agreements, the Group changed the depreciation estimate of the gaming machines to a zero depreciation 
rate from 31 March 2011 as the sale value of the gaming machines exceed their written down book value. The remainder of 
the gaming assets classified under plant and equipment relating to the Gaming operator Licence were depreciated at 
existing rates up to the expiry of the licence on 15 August 2012.

The change in accounting estimate for depreciation on gaming machines to zero from 31 March 2011 reduced the 
depreciation charge on this group of assets by $26.1 million for the 2012 financial year (2011: $6.5 million). A final reduction 
in the depreciation charge of $3.3 million will be accounted for in the 2013 financial year before the Gaming operator Licence 
expired on 15 August 2012. The net gain and cash proceeds on the sale of the gaming machines were recognised and 
received on 16 August 2012 when all conditions placed on the sale of the gaming machines were met.

These assets were not recognised as held for sale as they were not immediately available for sale at 30 June 2012. However, a 
transfer of $39.4 million has occurred from non-current to current plant and equipment for the year ended 30 June 2012, due 
to the short term nature of their value contribution to the Group. (Refer to Note 40 Events occurring after the reporting period).
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Note 4. Segment information
operating segments are reported in a manner that is consistent with the internal reporting provided to the chief operating 
decision maker. The chief operating decision maker has been identified as the Managing Director/Chief Executive.

Operating segments
The Group is organised on a global basis into the following divisions by product and service type. 

Division Product and service type

Tatts Pokies The operation of gaming machines and Club Keno in Victoria. on 15 August 2012, the Gaming operator 
Licence expired. The expiry of this licence resulted in Tatts Pokies ceasing gaming machine operations 
from 16 August 2012. Refer to Note 40 for further details. Club Keno ceased on 13 April 2012.

Tatts Lotteries The operation of lottery licences within the states of Victoria, New South Wales, Tasmania and 
Australian Capital Territory; the operation of a Lottery operator Agreement in Queensland; and 
an agreement in Northern Territory to conduct lotteries.

TattsBet Totalisator and fixed odds betting on thoroughbred, harness, greyhounds and other sporting events 
pursuant to licences in Queensland, South Australia, Northern Territory and Tasmania.

Maxgaming Gaming machine monitoring and value added services in Queensland, New South Wales and the 
Northern Territory.

Bytecraft Systems Warehousing, installation, relocation, repair and maintenance of gaming machines, lottery and 
wagering terminals and other transaction devices in Australia.

Talarius Gaming operations in the United Kingdom.

Unallocated This segment includes Shared Services and Investment properties. None of these activities constitutes 
a separately reportable business segment.

Geographical areas

Although the consolidated entity’s divisions are managed on a global basis they have operated in two main geographical 
areas during the current and comparative financial year (United Kingdom and Australia).

The total of non-current assets other than financial instruments and deferred tax assets located in Australia is $4,175.6 million 
(2011: $4,140.9 million) and the total of these non-current assets located in the UK is $158.4 million (2011: $159.9 million). 
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Note 4. Segment information (continued)
(a) Accounting policies
Segment information is prepared in conformity with the accounting policies of the Group disclosed in Note 1(c) and 
accounting standard AASB 8 Operating Segments, which states that disclosure of total assets and liabilities for each 
reportable segment is only required if such an amount is regularly provided to the chief operating decision maker 
(Managing Director/Chief Executive).
 
Segment revenues and expenses are those that are directly attributable to a segment and the relevant portion 
of corporate expenses that can be allocated to a segment on a reasonable basis.

(b) Inter-segment transfers
Segment revenues, expenses and results include transfers between segments. Such transfers are priced on an 
‘arm’s-length’ basis and are eliminated on consolidation.
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Note 5. Revenue
From continuing operations

2012 
$’000

2011 
$’000

Sales revenue
Entertainment products and services 3,720,698 3,520,945
Rendering of services 158,657 136,006

3,879,355 3,656,951
Other revenue
Rents and sub-lease rentals 6,884 3,563
Interest on unpaid prizes and prize reserves 5,598 5,191
Dividends and distributions 2,388 1,110
other revenue 7,703 2,450

3,901,928 3,669,265

Note 6. Other income
Net gain on disposal of property, plant and equipment 25 30

25 30
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Note 7. Expenses
2012 

$’000
2011 

$’000

(a) Net gains and expenses
Profit before income tax includes the following specific expenses:

Expenses
Depreciation
 Buildings 2,309 2,288
 Plant and equipment 41,925 58,293
 Leasehold improvements 5,738 5,627
 Freehold improvements 487 410
 Investment properties 917 386
Total depreciation 51,376 67,004

Amortisation
 Licences 14,115 14,115
 Brand 894 894
 Computer software 31,706 34,699
 other 2,389 2,176
Total amortisation 49,104 51,884

Finance costs
 Interest and finance charges paid/payable 104,487 102,565
Finance costs expensed 104,487 102,565

other items
 Minimum lease payments expense relating to operating leases 18,766 18,486
 Net foreign exchange losses 46 769
 Defined contribution superannuation expense 12,141 11,326
 Deferred expenditure 428 527

(b) Significant expenses
The following significant expense items are relevant in explaining the financial performance:

Restructuring costs:
 Restructuring costs – Tote Tasmania 12,579 -
  – other 6,272 5,251

18,851 5,251
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Note 8. Income tax expense
2012 

$’000
2011 

$’000

(a) Income tax expense
Current tax 149,027 133,171
Deferred tax (11,354) (14,215)
Adjustments for current tax of prior periods (6,295) 4,534

131,378 123,490

Income tax expense is attributable to:
 Profit from continuing operations 131,378 123,490

Deferred income tax expense included in income tax expense/(benefit) comprises:
 Decrease/(Increase) in deferred tax assets (Note 17) (6,385) (5,362)
 (Decrease)/Increase in deferred tax liabilities (Note 22) (4,970) (8,853)

(11,355) (14,215)

(b) Numerical reconciliation of income tax expense to prima facie tax payable
Profit from continuing operations before income tax expense 450,517 398,918

Tax at the Australian tax rate of 30% (2011: 30%) 135,154 119,675

Tax effect of amounts which are not deductible/(taxable) in calculating taxable income:
 Depreciation and amortisation 688 632
 Non-assessable income (149) (86)
 Non-deductible items 2,541 2,487
 Unrecognised tax losses - 199

138,234 122,907

Difference in overseas tax rates 486 50
Change in overseas tax rates 638 703
Under/(over) provision in prior years in current tax (6,295) 4,534
(over)/Under provision in prior years in deferred tax (1,685) (4,704)
Income tax expense 131,378 123,490

(c) Amounts recognised directly in equity
Aggregate current and deferred tax arising during the year and not recognised in net profit 
or loss or other comprehensive income but directly debited or credited to equity

Net deferred tax debited to equity - -

(d) Tax expense/(income) relating to items of other comprehensive income
Available-for-sale financial assets 97 (343)
Cash flow hedges 3,731 1,717
other 2,845 (14)

6,673 1,360
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(e) Tax losses
2012 

$’000
2011 

$’000
Unused tax losses for which no deferred tax asset has been recognised 32,878 31,877
Potential tax benefit at 25.59% (2011: 27.59%) 8,413 8,795

All unused tax losses were incurred by overseas entities that are not part of the tax consolidated group.

Tax consolidation legislation
Tatts Group Limited and its wholly-owned Australian controlled entities have adopted the tax consolidation legislation. 
The accounting policy in relation to this legislation is set out in Note 1(ae)(ii).

Note 9. Cash and cash equivalents
2012 

$’000
2011 

$’000
Cash at bank and in hand 239,952 214,219
Deposits at call 791 1,290
Fixed interest securities 49,397 46,639

290,140 262,148

(a) Reconciliation to cash at the end of the year
The above figures are reconciled to cash at the end of the financial year as shown in the 
statement of cash flows as follows:
Balances as above 290,140 262,148

Balances per statement of cash flows 290,140 262,148

(b) Interest rate risk exposure
(i) Cash at bank and in hand
Cash at bank is bearing floating interest rates between zero and 3.47% (2011: zero and 4.72%).

(ii) Deposits at call
The deposits are bearing floating interest rates between 3.47% and 4.72% (2011: 4.50% and 4.72%) and have a maturity 
of between one and 14 days.

(iii) Fixed interest securities
Fixed interest securities are bearing fixed interest rates with a weighted average of 5.16% (2011: 5.72%) and have 
maturities between one and three months.
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Note 10. Trade and other receivables
2012 

$’000
2011 

$’000
Current
Trade receivables
 Weekly sweeps1 100,409 43,464
 Trade debtors 22,629 19,344
Less: Provision for impairment of receivables (791) (376)

122,247 62,432

other receivables 23,280 46,592
Properties held for sale 7,366 -

Amounts receivable from:
 Joint Venture entities (Note 31(e))

14,279 10,659

Prepayments 15,437 10,485
182,609 130,168

Non-current
other receivables 7,734 96

1. Balances with venues, agencies and outlets are swept on recurring cycles of between two and seven days.

(a) Impaired trade and other receivables
The Group has recognised losses of $0.9 million in the income statement (2011: loss of $0.5 million) in respect of bad 
and doubtful trade receivables during the year ended 30 June 2012.

At 30 June 2012, there were no material receivables past due and deemed to be irrecoverable which have not been 
impaired or individual balances specifically impaired. Collateral is not normally obtained for balances owing.

Movements in the provision for impairment of receivables are as follows:
2012 

$’000
2011 

$’000
At 1 July (376) (359)
Additions through acquisition of entities (475) -
Provision for impairment recognised during the year (918) (529)
Receivables written off during the year as uncollectable 979 502
Effect of exchange rate changes on provision for impairment of receivables (1) 10

At 30 June (791) (376)

(b) Other receivables
These amounts generally arise from transactions outside the usual operating activities of the Group. Where interest 
is charged, this is on commercial terms. Collateral is not normally obtained.

(c) Foreign exchange and interest rate risk
Information concerning exposure to foreign currency and interest rate risk in relation to trade and other receivables 
is set out in Note 2.

(d) Fair value and credit risk
Due to the short term nature of trade and other receivables, their carrying amount is assumed to approximate their 
fair value. Information concerning the credit risk of receivables is set out in Note 2.
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Note 11. Inventories
2012 

$’000
2011 

$’000
Spare parts – at cost 32,445 19,514
Less: Accumulated depreciation of spare parts inventory (18,208) (12,948)

14,237 6,566

Finished goods – at cost 1,839 1,293

Total inventory 16,076 7,859

Depreciation represents the write down of spare parts inventory. The write down for the year ended 30 June 2012 
is $5.3 million (2011: $3.6 million) and has been included in operating fees and direct costs in profit or loss.

Note 12. Available-for-sale financial assets
2012 

$’000
2011 

$’000
Available-for-sale financial assets include the following classes of financial assets:

Listed securities
 Equity securities – at fair value 6,625 6,949

Unlisted investments
 Managed fund investment – at fair value 28,206 26,875

Total available-for-sale financial assets 34,831 33,824

Impairment and price risk exposure
Information concerning exposure to price and credit risk is set out in Note 2.

The Group has recognised no impairment loss on its available-for-sale financial assets during the year ended 
30 June 2012 (2011: $Nil).

 

Note 13. Derivative financial instruments
2012 

$’000
2011 

$’000
Current liabilities
Cash flow hedges – forward foreign exchange contracts 64 1,117
 – interest rate swap contracts 5,068 -

5,132 1,117
Non-current liabilities
Cash flow hedges – interest rate swap contracts 24,523 17,497
Cash flow hedges – cross currency interest rate swaps (US Private Placement) (4,941) 33,465

19,582 50,962

The Group is party to derivative financial instruments in the normal course of business in order to hedge exposure to 
fluctuations in interest and foreign exchange rates in accordance with the Group’s financial risk management policies (refer 
to Note 2). Information regarding exposure to the credit risk, foreign exchange risk and interest rate risk is provided in Note 2.
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Note 13. Derivative financial instruments (continued)
(a) Interest rate swap contracts – cash flow hedges
The Group has entered into interest rate swap contracts under which it is obliged to receive interest at variable rates and pay 
interest at fixed rates. Swaps currently in place cover approximately 60.6% of the loan principal outstanding (2011: 57.1%) and 
are timed to match each interest rate payment as it falls due. The contracts require settlement of net interest receivable or 
payable every three or six months, and are settled on a net basis. Variable interest rates range between 0.8% and 4.35% (2011: 
0.65% and 5.20%) while the fixed interest rate is at averages of AUD 5.64% and GBP 4.82% (2011: AUD 5.78% and GBP 4.82%).

The gain or loss from remeasuring the hedging instruments at fair value is recognised in the statement of comprehensive 
income and deferred in equity in the hedging reserve to the extent that the hedge is effective (refer to Note 25).

(b) Forward foreign exchange contracts – cash flow hedges
The Group has entered into forward foreign exchange contracts to purchase British Pounds. These contracts are hedging 
highly probable future interest payments for the next six to 12 months. The contracts are timed to mature when interest 
payments and contractual payments are due to occur. The gain or loss from remeasuring the forward foreign exchange 
contracts at fair value is recognised in the statement of comprehensive income and deferred in the hedging reserve 
to the extent that the hedge is effective (refer to Note 25).

(c) Cross-currency interest rate swap contracts/Loan notes (US Private Placement) – cash flow hedges
Information concerning the cross-currency interest rate swap contracts and US Private Placement Loan notes is set out 
in Note 2. The gain or loss from remeasuring the Loan notes at fair value is recognised in the statement of comprehensive 
income and deferred in the hedging reserve to the extent that the hedge is effective (refer to Note 25).

Note 14. Property, plant and equipment
Reconciliations of the carrying amounts of each class of property, plant and equipment at the beginning and end of each 
financial year are set out below:

Freehold 
Land 

$’000
Buildings 

$’000

Freehold 
Improvements 

$’000

Leasehold 
Improvements 

$’000

Plant and 
Equipment 

$’000

Assets Under 
Development 

$’000
Total 

$’000
Cost 25,093 69,566 18,680 55,132 650,781 22,959 842,211
Accumulated depreciation - (23,854) (15,702) (35,543) (530,429) - (605,528)
Carrying amount 
at 30 June 2011 25,093 45,712 2,978 19,589 120,352 22,959 236,683

Additions through 
acquisition of entities 520 - - 827 1,727 - 3,074
Additions - - 1,402 162 15,629 40,123 57,316
Disposals - - - - (880) - (880)
Depreciation (Note 7) - (2,309) (487) (5,738) (41,925) - (50,459)
Transfers in/(out)1 - - 454 4,846 28,219 (53,876) (20,357)
Foreign exchange 
movements 38 (418) - 742 454 146 962
Carrying amount 
at 30 June 2012 25,651 42,985 4,347 20,428 123,576 9,352 226,339

Cost 25,651 69,891 20,535 65,072 703,919 9,352 894,420
Accumulated depreciation - (26,906) (16,188) (44,644) (580,343) - (668,081)
Carrying value current2 - - - - 39,392 - 39,392
Carrying Value 
– non current 25,651 42,985 4,347 20,428 84,184 9,352 186,947
Total carrying amount 
at 30 June 2012 25,651 42,985 4,347 20,428 123,576 9,352 226,339
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Freehold 
Land 

$’000
Buildings 

$’000

Freehold 
Improvements 

$’000

Leasehold 
Improvements 

$’000

Plant and 
Equipment 

$’000

Assets Under 
Development 

$’000
Total 

$’000
Cost 21,417 70,091 17,781 52,561 639,382 16,131 817,363
Accumulated depreciation - (24,913) (15,291) (33,252) (486,004) - (559,460)
Carrying amount 
at 1 July 2010 21,417 45,178 2,490 19,309 153,378 16,131 257,903

Additions 3,964 3,762 259 328 23,093 30,913 62,319
Disposals - - - - (462) - (462)
Depreciation (Note 7) - (2,288) (410) (5,627) (58,293) - (66,618)
Transfers in/(out)1 - 411 639 6,546 5,081 (23,126) (10,449)
Foreign exchange 
movements (288) (1,351) - (967) (2,445) (959) (6,010)
Carrying amount 
at 30 June 2011 25,093 45,712 2,978 19,589 120,352 22,959 236,683

Cost 25,093 69,566 18,680 55,132 650,781 22,959 842,211
Accumulated depreciation - (23,854) (15,702) (35,543) (530,429) - (605,528)
Carrying amount 
at 30 June 2011 25,093 45,712 2,978 19,589 120,352 22,959 236,683

1. Transfers include assets transferred (to)/from property, plant and equipment to intangible assets and from investment properties.
2. Included in the above is property, plant and equipment held by Tattersall’s Gaming Pty Ltd which has been reclassed as current assets 

within the balance sheet. Refer to Note 3(c) Critical accounting estimates and judgements for further information.

Valuations of land and buildings
The basis of valuation of land and buildings is at cost less subsequent depreciation for buildings. Where required, land and 
buildings of the Group were assessed by independent valuers, and these assessments were greater than the carrying value.

Note 15. Investment properties
2012 2011

Investment 
Properties 

$’000

Investment 
Properties 

Under 
Construction 

$’000
Total 

$’000

 
Investment 
Properties 

$’000

Investment 
Properties 

Under 
Construction 

$’000
Total 

$’000
Cost 46,340 2,558 48,898 17,431 14,548 31,979
Accumulated depreciation (1,764) - (1,764) (972) - (972)
Carrying amount at 1 July 44,576 2,558 47,134 16,459 14,548 31,007

Additions - 434 434 - 16,919 16,919
Depreciation (Note 7) (917) - (917) (386) - (386)
Transfers in/(out)1 (6,711) (2,586) (1,930) 28,503 (28,909) (406)
Carrying amount at 30 June 36,948 406 37,354 44,576 2,558 47,134

Cost 38,780 406 39,186 46,340 2,558 48,898
Accumulated depreciation (1,832) - (1,832) (1,764) - (1,764)
Carrying amount at 30 June 36,948 406 37,354 44,576 2,558 47,134

1. Transfers include assets transferred to property, plant and equipment, and current trade receivables.

2012 
$’000

2011 
$’000

Amounts recognised in profit and loss for investment property
Rental income 2,537 2,008
Cost recoveries 47 110
Direct operating expenses in property that generated rental income (579) (393)

2,005 1,725
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Note 15. Investment properties (continued)
(a) Valuation basis
The basis of the valuation of investment properties is at cost less subsequent depreciation. The properties have been 
assessed by independent valuers, and these assessments were greater than the carrying value.

(b) Contractual obligations
Refer to Note 30 for disclosure of any contractual obligations to purchase, construct or develop investment property or for 
repairs, maintenance or enhancements.

(c) Leasing arrangements
The investment properties are leased to tenants under long term operating leases with rentals payable monthly. Minimum 
lease payments receivable on leases of investment properties are as follows:

2012 
$’000

2011 
$’000

Minimum lease payments under non-cancellable operating leases of investment properties 
not recognised in the financial statements are receivable as follows:
Within one year 2,753 2,868
Later than one year but not later than five years 12,922 11,363
Later than five years 10,304 15,005

25,979 29,326

Note 16. Intangible assets
Goodwill Licences Brands1 Software2 Other3 Total

$’000 $’000 $’000 $’000 $’000 $’000
At 30 June 2011
Cost 3,356,576 547,568 105,417 239,731 135,854 4,385,146
Accumulated amortisation 
and impairment (140,000) (43,987) (3,771) (175,425) (8,842) (372,025)

Net book amount 3,216,576 503,581 101,646 64,306 127,012 4,013,121

Additions through acquisition 
of subsidiaries 106,992 - - 1,169 - 108,161
Additions - - - 2,670 - 2,670
Disposals - - - - - -
Transfers in/(out)4 - - - 19,751 - 19,751
Amortisation charge(Note 7) - (14,115) (894) (31,706) (2,389) (49,104)
Foreign exchange movements 3,272 - - - 213 3,485
Closing net book amount 3,326,840 489,466 100,752 56,190 124,836 4,098,084
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Goodwill Licences Brands1 Software2 Other3 Total
$’000 $’000 $’000 $’000 $’000 $’000

At 30 June 2012
Cost 3,466,840 547,568 105,417 263,339 136,049 4,519,213
Accumulated amortisation 
and impairment (140,000) (58,102) (4,665) (207,149) (11,213) (421,129)
Net book amount 3,326,840 489,466 100,752 56,190 124,836 4,098,084

At 1 July 2010
Cost 3,380,255 547,568 105,417 227,044 135,854 4,396,138
Accumulated amortisation - (29,872) (2,877) (140,893) (6,666) (180,308)
Impairment (140,000) - - - - (140,000)
Net book amount 3,240,255 517,696 102,540 86,151 129,188 4,075,830
Additions - - - 2,054 - 2,054
Disposals - - - (26) - (26)
Transfers in/(out)4 - - - 10,855 - 10,855
Amortisation charge (Note 7) - (14,115) (894) (34,699) (2,176) (51,884)
Foreign exchange movements (23,679) - - (29) - (23,708)
Closing net book amount 3,216,576 303,581 101,646 64,306 127,012 4,013,121

1. Brands include $46.3 million and $7.1 million of assets with an indefinite life, which is included in the TattsBet and Maxgaming segments 
respectively.

2. Software includes capitalised development costs being an internally generated intangible asset.

3. Refer to Note 1(s)(v) for details of other intangibles.

4. Transfers include assets transferred (to)/from property plant and equipment.

(a) Impairment tests for goodwill
The accounting policy for impairment of assets is set out in Note 1(i).

Goodwill is allocated to the Group’s cash-generating units (CGUs) expected to benefit from the synergies of those business 
combinations.

A segment-level summary of the goodwill allocation is presented below:

2012 
$’000

2011 
$’000

Tatts Pokies 15,552 15,552
Tatts Lotteries 1,196,164 1,196,164
TattsBet 1,475,083 1,368,091
Maxgaming 500,000 500,000
Bytecraft Systems 10,291 10,291
Talarius 129,750 126,478
Total 3,326,840 3,216,576

The recoverable amount of each CGU is determined based on the higher of fair value less costs to sell and value in use. 
These calculations use cash flow projections based on the budget approved by the Board for the next financial year 
and management’s forecasts covering a five year period. Cash flows beyond the five year period are extrapolated 
using a growth rate not exceeding the long term growth rate for the business in which the CGU operates.

(b) Key assumptions
The following describes each key assumption on which management has based its cash flow projections to undertake 
impairment testing of goodwill and other non-current assets: 
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Note 16. Intangible assets (continued)
(i) Cash flow forecasts
Cash flow forecasts are based on the 2013 financial year budget approved by the Board and management’s five year 
forecasts.

Cash outflows for financial years ending 30 June 2013 onwards have been adjusted to reflect an estimated increase in energy, 
supply chain and transport costs arising from the introduction of the Clean Energy Legislation (Clean Energy Act 2011 and 
supporting legislation) from 1 July 2012. It is unlikely that any of the Group’s activities will be identified as being emission-
intensive trade-exposed (EITE). As a result, the cash inflows do not include any allowance for potential EITE assistance.

(ii) Terminal value
Terminal value is calculated using a perpetuity growth rate based on the cash flow forecast for year five, pre-tax weighted 
average cost of capital and forecast growth rates. 

(iii) Forecast growth rates
Forecast growth rates are principally based on management’s expectations for future performance in each business 
segment. These growth rates take into account historical growth rates for each CGU. The growth rates range from 
4% to 5% for each CGU (2011: 4% to 5%).

(iv) Discount rates
Discount rates used are based on the Group’s pre-tax weighted average cost of capital and reflect specific risks relating 
to the relevant segments and the countries in which they operate. The pre-tax discount rates used range from 8.3% to 13.5% 
(2011: 9.8% to 15.0%). 

(c) Impact of possible changes in key assumptions
Management do not believe that a reasonably possible change in any of the key assumptions (growth rates and discount 
rates), after allowing for any consequential impacts on other key assumptions of any such change, would cause the carrying 
value of any of the segments to exceed their recoverable amounts.

Note 17. Deferred tax assets
2012 

$’000
2011 

$’000
The balance comprises temporary differences attributable to:

Employee benefits 11,937 8,606
Depreciation 15,014 13,803
Provisions 1,792 484
Tax losses 445 492
Listed securities 1,469 1,372
Cash flow hedges 8,710 5,840
other 7,660 3,149

Total deferred tax asset 47,027 33,746

Deferred tax assets to be settled within 12 months 14,579 12,165
Deferred tax assets to be settled after more than 12 months 32,448 21,581

47,027 33,746
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Movements

Employee 
Benefits 

$’000
Depreciation 

$’000
Provisions 

$’000
Tax Losses 

$’000

Listed 
Securities 

$’000

Cash 
Flow 

Hedge 
$’000

Other 
$’000

Total 
$’000

opening balance 
at 1 July 2010 7,388 12,735 404 1,130 1,715 4,123 1,257 28,752
Credited/(charged) to 
the income statement 
(Note 8(a)) 1,218 1,068 80 (638) - - 3,634 5,362
Charged to other 
comprehensive income 
(Note 8(d)) - - - - (343) 1,717 (14) 1,360
Foreign exchange 
movement - - - - - - (1,728) (1,728)
Closing balance 
at 30 June 2011 8,606 13,803 484 492 1,372 5,840 3,149 33,746

Credited/(charged) to 
the income statement 
(Note 8(a)) 3,331 1,211 1,308 (47) - (861) 1,443 6,385
Charged to other 
comprehensive income 
(Note 8(d)) - - - - 97 3,731 2,845 6,673
Foreign exchange 
movement - - - - - - 223 223
Closing balance 
at 30 June 2012 11,937 15,014 1,792 445 1,469 8,710 7,660 47,027

Note 18. Other non-current assets
2012 

$’000
2011 

$’000
Non-current
Unlisted investments:
 Units in unit trusts 350 350
 Shares in other unlisted investments 403 403
Redeemable preference shares 150 150
Deferred expenditure 415 500

1,318 1,403

(a) Unlisted investments
Unlisted investments are not traded in active markets. 

(b) Redeemable preference shares
Following renegotiation of the interest receivable on the redeemable preference shares, these are unsecured and interest 
is payable monthly at the fixed rate of 7.5% per annum compounded daily (2011: 7.5%).
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Note 19. Trade and other payables
2012 

$’000
2011 

$’000
Current
Trade payables 488,145 472,539
other payables and accruals 90,040 77,376

578,185 549,915

Non-current
Trade payables 73,190 70,293

(a) Foreign currency and interest rate risk
Information concerning exposure to foreign currency and interest rate risk in relation to trade and other payables is set out 
in Note 2.

(b) Fair value and maturity analysis disclosures
Details of the fair value and the maturity analysis are set out in Note 2.

Note 20. Interest bearing liabilities
2012 

$’000
2011 

$’000
Current
Unsecured
Bank loans 447,452 -
Total current interest bearing liabilities 447,452 -

Non-current
Unsecured
Bank loans 430,487 1,068,702
Loan notes (US Private Placement) 238,751 202,385
Tatts Bonds 190,467 -
Total non-current interest bearing liabilities 859,705 1,271,087

All interest bearing liabilities are unsecured, and are disclosed net of capitalised borrowing costs of $13.4 million (2011: $13.4 million).

(a) Foreign currency and interest rate risk exposures
Information concerning exposure to foreign currency and interest rate risk in relation to interest bearing liabilities is set out 
in Note 2.

(b) Fair value and maturity analysis disclosures
Details of the fair value borrowings for the Group and the maturity analysis are set out in Note 2.

(c) Refinancing details
Information concerning the refinancing of the syndicated multi-currency revolving facility is set out in Note 2.
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Note 21. Provisions
2012 

$’000
2011 

$’000
Current
Employee benefits 17,692 16,699
onerous leases1 2,315 92
Dilapidations2 1,153 2,438

21,160 19,229

Non-current
Employee benefits 2,712 2,490
onerous leases1 2,218 2,578

4,930 5,068

Reconciliation of provision movements:
Onerous Leases 

$’000
Dilapidations 

$’000
Total 

$’000

opening balance at 1 July 2011 2,670 2,438 5,108
Additional provision recognised 3,079 - 3,079
Utilisation of the provision (1,473) (1,330) (2,803)
Credited to the income statement 191 - 191
Foreign exchange movements 66 45 111

Closing balance at 30 June 2012 4,533 1,153 5,686

1. A provision for onerous leases is recognised for venues in the United Kingdom which have closed but are contracted to 
future payments under an operating lease. Additional provisions have been recognised in the year for property leases 
acquired through the Tote Tasmania acquisition.

2. A provision for dilapidations is recognised for leasehold properties requiring remedial dilapidations work at the expiry 
of the lease arrangement.

Note 22. Deferred tax liabilities
2012 

$’000
2011 

$’000
The balance comprises temporary differences attributable to:

Depreciation 4,490 2,080
Intangibles 204,131 209,230
Unclaimed dividends 3,690 3,132
Accrued revenue 421 1,673
other 1,690 3,277

Total deferred tax liabilities 214,422 219,392

Deferred tax liabilities to be settled within 12 months 4,908 9,805
Deferred tax liabilities to be settled after more than 12 months 209,514 209,587

214,422 219,392 
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Note 22. Deferred tax liabilities (continued)

Movements
Depreciation 

$’000
Intangibles 

$’000

Unclaimed 
Dividends 

$’000

Interest 
Receivable 

$’000

Accrued 
Revenue 

$’000
Other 
$’000

Total 
$’000

Closing balance at 1 July 2010 4,571 216,531 3,075 74 2,156 1,331 227,738
Charged/(credited) to the 
income statement (Note 8(a)) (2,491) (7,301) 57 (74) (483) 1,439 (8,853)
Closing balance at 30 June 2011 2,080 209,230 3,132 - 1,673 3,277 219,392

Charged/(credited) to the 
income statement (Note 8(a)) 2,410 (5,099) 558 - (1,252) (1,587) (4,970)
Closing balance at 30 June 2012 4,490 204,131 3,690 - 421 1,690 214,422

Note 23. Retirement benefit obligations
All employees of the Group are entitled to benefits from one of the Group’s superannuation plans on retirement, disability 
or death.

Defined benefit superannuation plan – New South Wales Lotteries Corporation Pty Limited
Following the Group’s acquisition of New South Wales Lotteries Corporation Pty Limited on 31 March 2010, the Group has 
consolidated the net liability relating to Tatts Employment Co (NSW) Pty Limited’s defined benefit plans for those employees 
who transferred employment to Tatts Employment Co (NSW) Pty Limited, a subsidiary of Tatts Group Limited.

Sub funds were created in relation to the transferred employees who are members of the following New South Wales public 
sector superannuation schemes:

•	 State Authorities Superannuation Scheme (SASS).

•	 State Superannuation Scheme (SSS).

•	 State Authorities Non-contributory Superannuation Scheme (SANCS).

These schemes are all defined benefit schemes – at least a component of the final benefit is derived from a multiple 
of member salary and years of membership. 

All these schemes are closed to new members.

Employees contribute to the schemes at various percentages of their salaries. Tatts Employment Co (NSW) Pty Limited 
contributes to the investment of the plans based on actuarial advice, but generally at a multiple of the employees’ 
contributions, depending on the fund. 

Actuarial based gains and losses are recognised in the statement of comprehensive income in the year in which they occur.

The figures below relate only to those employees who transferred to Tatts Employment Co (NSW) Pty Limited on 31 March 2010.

(i) Balance sheet amounts

2012 
$’000

2011 
$’000

Present value of the defined benefit obligation (35,292) (27,480)
Fair value of defined benefit plan assets 17,766 19,519
Net liability in the balance sheet (17,526) (7,961)
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(ii) Categories of plan assets
2012 

$’000
2011 

$’000
Cash 3,464 996
Fixed interest securities 1,297 1,718
Equity instruments 9,185 12,277
Property 1,528 1,932
other assets 2,292 2,596

17,766 19,519

(iii) Reconciliation of movements
Reconciliation of the present value of the defined benefit obligation:
Balance at the beginning of the year (27,480) (27,007)
Current service cost (376) (510)
Interest cost (1,418) (1,375)
Contributions from fund participants (356) (410)
Actuarial gains/(losses) (7,003) 520
Benefits paid 1,341 1,302
Balance at the end of the year (35,292) (27,480)

Reconciliation of the fair value of defined benefit assets:
Balance at the beginning of the year 19,519 18,670
Expected return on fund assets 1,637 1,588
Actuarial losses (2,665) (275)
Employer contributions 260 428
Contributions by fund participants 356 410
Benefits paid (1,341) (1,302)
Balance at the end of the year 17,766 19,519

(iv) Amounts recognised in income statement
The amounts recognised in the income statement are as follows:
Current service cost 376 510
Interest cost 1,418 1,375
Expected return on plan assets (1,637) (1,588)
Net expense recognised in the income statement 157 297

Actual return on plan assets 69 1,592

 

(v) Amounts recognised in statement of comprehensive income
Actuarial gain/(loss) recognised in the year – gross of tax (9,407) 1,448

Cumulative actuarial gains/(losses) recognised in statement of comprehensive income (9,407) 1,448

(vi) Valuation method and principal actuarial assumptions at 30 June 2012
The Projected Unit Credit (PUC) valuation method was used to determine the present value of the defined benefit 
obligations and the related current service costs. This method sees each period of service as giving rise to an additional 
unit of benefit entitlement and measures each unit separately to build up the final obligation.

Tatts Group Limited – Annual Report 2012  //  107

F
or

 p
er

so
na

l u
se

 o
nl

y



Note 23. Retirement benefit obligations (continued)
Economic assumptions:

2012 
%

2011 
%

Discount rate 3.06 5.30
Expected rate of return on assets 8.60 8.60
Salary inflation rate – long term 2.50 3.50
Rate of CPI increase 2.50 2.50

The demographic assumptions at 30 June 2012 are those that were used in the 2009 triennial actuarial valuation. 
The triennial review report is available from the New South Wales Treasury website.

(vii) Employer contributions
Employer contributions to the defined benefit section of the plan were based on recommendations by the plan’s actuary. 
The method used to determine employer contributions at the last actuarial review was the Aggregate Funding method. 
The method adopted affects the timing of the cost to the Group. Under the Aggregate Funding method, the employer 
contribution rate is determined so that sufficient assets will be available to meet benefit payments to existing members, 
taking into account current values of assets and future contributions. For the period from 1 July 2011 to 30 June 2012, 
Tatts Employment Co (NSW) Pty Limited accrued 14.8% of defined benefit members’ salaries.

The expected employer contribution for the period 1 July 2012 to 30 June 2013 is $0.4 million.

Economic assumptions:

The economic assumptions for the 2009 actuarial review of the fund were:
2012 

%
2011 

%
Weighted average assumptions:

Expected rate of return on fund assets backing current pension liabilities 8.3 8.3
Expected rate of return on fund assets backing other liabilities 7.3 7.3
Expected salary increase rate 4.0 4.0
Expected rate of CPI Increase 2.5 2.5

(viii) Historic summary
2012 

$’000
2011 

$’000
Defined benefit plan obligation (35,292) (27,480)
Plan assets 17,766 19,519
Surplus/(deficit) (17,526) (7,961)

Experience adjustments arising on plan liabilities 7,003 (520)

Experience adjustments arising on plan assets 2,665 275 

Nature of asset/liability
If a surplus exists in the employer’s interest in the fund, the employer may be able to take advantage of it in the form 
of a reduction in the required contribution rate, depending on the advice of the fund’s actuary.

Where a deficiency exists, the employer is responsible for any difference between the employer’s share of fund assets 
and the defined benefit obligation.
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Note 24. Contributed equity
(a) Share capital

2012 
Shares

2011 
Shares

2012 
$’000

2011 
$’000

ordinary Shares – fully paid 1,362,919,733 1,318,687,024 2,542,875 2,444,886

(b) Movements in ordinary share capital
Date Details Number of Shares Issue Price $’000
1 July 2010 opening balance 1,281,937,479 2,362,593

2 September 2010 Performance rights issue 87,108 2.56 223
6 September 2010 Performance rights issue 7,698 2.56 20
1 october 2010 Dividend Reinvestment Plan issues 18,856,180 2.29 43,181
28 February 2011 Unclaimed Dividends – Reinvestment issues 186,091 2.50 465
3 March 2011 Performance rights issue 22,123 2.56 57
6 April 2011 Dividend Reinvestment Plan issues 17,590,345 2.18 38,347

1 July 2011 opening balance 1,318,687,024 2,444,886

5 october 2011 Dividend Reinvestment Plan issues 22,069,599 2.10 46,346
11 November 2011 Performance rights issue 2,078 2.56 5
29 February 2012 Performance rights issue 12,097 2.56 31
4 April 2012 Dividend Reinvestment Plan issues 22,148,935 2.33 51,607

30 June 2012 Closing balance 1,362,919,733 2,542,875

(c) Ordinary shares
ordinary shares entitle the holder to participate in dividends and the proceeds on winding up of the Company in proportion 
to the number of and amounts paid on the shares held.

on a show of hands every holder of ordinary shares present at a meeting in person or by proxy is entitled to one vote, and 
upon a poll each share is entitled to one vote. Voting power may be subject to certain restrictions arising from a combination 
of the Company’s Constitution, statute, the ASX Listing Rules and other general law.

There is no current on-market share buy-back.

(d) Dividend Reinvestment Plan (DRP)
The Company has a DRP in operation under which holders of ordinary shares may elect to have all or part of their dividend 
entitlements satisfied by the provision of ordinary shares rather than being paid in cash.

A 1.5% discount is applicable to shares acquired under the DRP for the final dividend. Shares acquired by a participant under 
the DRP will be provided via a share issue.

(e) Options and right issues
Refer to Note 39 regarding options and rights issued as share based payments.
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Note 25. Reserves and retained profits
2012 

$’000
2011 

$’000

(a) Reserves
Available-for-sale financial assets revaluation reserve 390 672
Foreign currency translation reserve (59,086) (60,063)
Hedge reserve 36,728 45,041
Share based payments reserve 6,090 6,973

(15,878) (7,377)
Movements
Available-for-sale financial assets revaluation reserve
 Balance 1 July 672 (33)
 Revaluation, net of tax (282) 705
 Balance 30 June 390 672

Foreign currency translation reserve
 Balance 1 July (60,063) (49,739)
 Currency translation differences arising during the year 978 (10,324)
 Balance 30 June (59,086) (60,063)

Hedge reserve
 Balance 1 July 45,041 31,200
 Interest rate swap movement, net of tax (7,838) 6,715
 Forward foreign exchange contracts movements, net of tax 737 392
 Cross currency interest rate swaps, net of tax 485 (6,180)
 Foreign currency net investment hedge movements (1,697) 12,914
 Balance 30 June 36,728 45,041

Share-based payments reserve
 Balance 1 July 6,973 5,956
 Performance options and rights expense (878) 1,317
 Rights exercised (5) (300)
 Balance 30 June 6,090 6,973

(b) Retained earnings
Movements in retained earnings were as follows:
 Balance 1 July 116,630 117,827
 Net profit for the year 319,139 275,428
 Actuarial gain/(loss) on retirement benefit obligation, net of tax (6,585) 1,014
 Dividends (Note 26) (292,540) (277,639)
 Balance 30 June 136,644 116,630

(c) Nature and purpose of reserves
(i) Available-for-sale financial assets revaluation reserve
Changes in the fair value and exchange differences arising on translation of investments, such as equities, classified as 
available-for-sale financial assets, are recognised in the statement of comprehensive income as described in Note 1(o) 
and accumulated in a separate reserve within equity. Amounts are reclassified to the income statement when the associated 
assets are sold or impaired.
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(ii) Foreign currency translation reserve
Exchange differences arising on translation of foreign controlled entities are recognised in the statement of comprehensive 
income as described in Note 1(d) and accumulated in a separate reserve within equity. The reserve is reclassified to the 
income statement upon disposal of the net investment. 

(iii) Hedge reserve
The hedge reserve is used to recognise the portion of the gain or loss on a hedging instrument in a net investment or cash 
flow hedge that is determined to be an effective hedge. Amounts are reclassified to the income statement if the hedge is 
ineffective.

(iv) Share-based payments reserve
The share-based payments reserve is used to recognise the fair value at grant date of performance options and performance 
rights issued but not exercised.

Note 26. Dividends
(a) Ordinary shares

2012 
$’000

2011 
$’000

Special dividend for the year ended 30 June 2010 of 11.0 cents per fully paid share paid 
on 1 october 2010
 Fully franked based on tax paid @ 30% - 141,024

Final dividend for the year ended 30 June 2011 of 11.0 cents per fully paid share paid 
on 5 october 2011
 Fully franked based on tax paid @ 30% 145,055 -

Interim dividend for the year ended 30 June 2012 of 11.0 cents per fully paid share paid 
on 4 April 2012 (2011: 10.5 cents paid on 6 April 2011) 
 Fully franked based on tax paid @ 30% 147,485 136,615

292,540 277,639

(b) Dividends not recognised at year end
In addition to the above dividends, since the balance sheet date the Directors have determined the payment of a final 
dividend of 12.0 cents (2011: Final – 11.0 cents) per fully paid ordinary share, fully franked based on tax paid at 30%. The 
aggregate amount of the proposed dividend to be paid on 3 october 2012 out of retained earnings, but not recognised 
as a liability at year end, is $163.6 million (2011: $145.1 million).

(c) Franked dividends
The franked portions of the final dividend determined after 30 June 2012 will be franked out of existing franking credits 
or out of franking credits arising from the payment of income tax in the year ended 30 June 2013.

2012 
$’000

2011 
$’000

Franking credits available for subsequent financial years based on a tax rate of 30% (2011: 30%) 171,808 172,808

The above amounts represent the balance of the franking account as at the end of the financial year, adjusted as necessary for:

(i) franking credits that will arise from the payment of the amount of the provision for income tax;

(ii)  franking debits that will arise from the payment of dividends recognised as a liability at the end of each reporting period; and,

(iii)  franking credits that will arise from the receipt of dividends recognised as receivables at the end of each reporting period.

The consolidated amounts include franking credits that would be available to the Company if distributable profits of subsidiaries 
were paid as dividends.

The impact on the franking account of the final dividend determined by the Directors since year end, but not recognised as a 
liability at year end, will be a reduction in the franking account of $70.1 million (2011: $62.2 million).

Tatts Group Limited – Annual Report 2012  //  111

F
or

 p
er

so
na

l u
se

 o
nl

y



Note 27. Key management personnel disclosures
(a) Key management personnel compensation

2012 
$

2011 
$

Short term employee benefits – cash salary, fees and cash bonus 7,933,232 6,105,075
Post-employment benefits 177,544 168,181
Long term benefits 74,786 71,686
Share-based payments 1,444,660 952,474

9,630,222 7,297,416

Detailed remuneration disclosures are provided in the remuneration report on pages 38 to 54.

(b) Equity instrument disclosures relating to key management personnel
(i) Performance options and rights provided as remuneration and shares issued on exercise of such options and rights
Details of performance options and rights provided as remuneration and the shares issued on the exercise of such options 
and rights, together with terms and conditions of the equity instruments can be found in sections E, F, G, H, J, K, L and M 
of the remuneration report. 

Non-executive Directors are not entitled to receive performance options or performance rights.

(ii) Performance options holdings 
The number of performance options over ordinary shares in the Company held during the financial year by each Director of 
the Company and other key management personnel of the Group, including their personally related parties, are set out below.

2012

Balance 
at Start of 

the Year
Granted as 

Compensation Exercised Lapsed

Balance 
at End of 
the Year

Vested and 
Exercisable Unvested

Dick McIlwain 2,000,000 - - (528,400) 1,471,600 1,471,600 -
Barrie Fletton 654,471 - - (258,256) 396,215 391,183 5,032
Ray Gunston 1,128,289 - - (405,800) 722,489 714,559 7,930
Stephen Lawrie 662,767 - - (264,755) 398,012 392,817 5,195
Bill Thorburn 532,300 - - (216,150) 316,150 311,611 4,539

2011

Balance 
at Start of 

the Year
Granted as 

Compensation Exercised Lapsed

Balance 
at End of 
the Year

Vested and 
Exercisable Unvested

Dick McIlwain 2,000,000 - - - 2,000,000 1,308,800 -
Barrie Fletton 654,471 - - - 654,471 121,625 532,846
Ray Gunston 1,147,370 - - (19,081) 1,128,289 291,341 -
Stephen Lawrie 662,767 - - - 662,767 116,688 -
Bill Thorburn 532,300 - - - 532,300 72,060 460,240

No options were forfeited in the current financial year.

84.7% of options granted on 16 December 2005 vested on 7 January 2009, however none have been exercised as at the end of 
the year. 73.58% of options granted on 30 November 2006 vested on 30 November 2011, however none have been exercised 
as at the end of the year. 100.0% of options granted on 30 November 2007 vested on 30 May 2012, however none have been 
exercised as at the end of the year. 97.90% of options granted on 30 November 2008 vested on 30 May 2012, however none 
have been exercised as at the end of the year. No other options vested or were exercisable as at the end of the year.
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(iii) Performance rights holdings
The number of performance rights over ordinary shares in the Company held during the financial year by each Director of 
the Company and other key management personnel of the Group, including their personally related parties, are set out below.

2012

Balance 
at Start of 

the Year
Granted as 

Compensation Exercised Lapsed

Balance 
at End of 
the Year

Vested and 
Exercisable Unvested

Dick McIlwain 500,000 250,000 - - 750,000 - 750,000
Barrie Fletton 113,017 44,014 (1,277) (4,146) 151,608 - 151,608
Ray Gunston 203,327 107,394 (1,931) (6,267) 302,523 - 302,523
Stephen Lawrie 121,971 56,338 (3,266) (3,857) 171,186 - 171,186
Bill Thorburn 114,214 52,817 - - 167,031 - 167,031

2011

Balance 
at Start of 

the Year
Granted as 

Compensation Exercised Lapsed

Balance 
at End of 
the Year

Vested and 
Exercisable Unvested

Dick McIlwain 250,000 250,000 - - 500,000 - -
Barrie Fletton 112,602 10,684 (10,269) - 113,017 - 113,017
Ray Gunston 184,904 37,393 (15,523) (3,447) 203,327 - -
Stephen Lawrie 117,693 11,752 (7,474) - 121,971 2,078 -
Bill Thorburn 92,846 21,368 - - 114,214 - 114,214

No rights were forfeited in the current financial year.

84.7% of rights granted on 16 December 2005 vested on 7 January 2009, with 19,111 of these rights exercised as at the end 
of that financial year and 3,447 lapsed in the previous financial year. 73.58% of rights granted on 30 November 2006 vested 
on 30 November 2011, with 39,741 of these rights exercised as at the end of the current year and 14,270 lapsing in the current 
year. No other rights vested or were exercisable as at the end of the current year. 81,197 rights granted under the new executive 
incentive plan in respect of the previous financial year are not able to be exercised until october 2012 and 260,563 rights 
granted in respect of the current year are not able to be exercised until october 2013.

(iv) Shareholdings
The number of shares in the Company held during the financial year by each Director of the Company and other key 
management personnel of the Group, including their personally related parties, are set out below. There were no shares 
granted during the year as compensation.

All shares in the Company are ordinary shares.

2012
Balance at Start 

of the Year

Received During the 
Year on the Exercise 

of Options/Rights
Other Changes 
During the Year

Balance at the 
End of the Year

Directors of Tatts Group Limited
Harry Boon 150,000 - - 150,000
Dick McIlwain 1,947,500 - - 1,947,500
Robert Bentley 160,000 - - 160,000
Lyndsey Cattermole 182,663 - - 182,663
Brian Jamieson 80,943 - - 80,943
Julien Playoust 176,000 - - 176,000
Kevin Seymour 14,000,000 - 108,306 14,108,306

2011
Balance at Start 

of the Year

Received During the 
Year on the Exercise 

of Options/Rights
Other Changes 
During the Year

Balance at the 
End of the Year

Directors of Tatts Group Limited
Harry Boon 150,000 - - 150,000
Dick McIlwain 1,947,500 - - 1,947,500
Robert Bentley 160,000 - - 160,000
Lyndsey Cattermole 182,663 - - 182,663
Brian Jamieson 80,943 - - 80,943
Julien Playoust 100,000 - 76,000 176,000
Kevin Seymour 24,000,000 - (10,000,000) 14,000,000
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Note 27. Key management personnel disclosures (continued)

2012
Balance at the 

Start of the Year

Received During 
the Year on 

the Exercise of 
Options/Rights

Other 
Changes 

During 
the Year

Balance 
at the End 
of the Year

Other key management personnel of the Group
Barrie Fletton 76,373 1,277 (30,279) 47,371
Ray Gunston 897,428 1,931 - 899,359
Stephen Lawrie 496 3,267 - 3,763
Bill Thorburn - - - -

2011
Balance at the 

Start of the Year

Received During 
the Year on 

the Exercise of 
Options/Rights

Other 
Changes 

During 
the Year

Balance 
at the End 
of the Year

Other key management personnel of the Group
Barrie Fletton 66,104 10,269 - 76,373
Ray Gunston 1,131,905 15,523 (250,000) 897,428
Stephen Lawrie 3,972 7,474 (10,950) 496
Bill Thorburn - - - -

(v) Tatts Bonds holdings of directors and other key management personnel

Ray Gunston - - 5,000 5,000
Barrie Fletton - - 300 300
Robert Bentley - - 300 300

(c) Loans to Directors and key management personnel
No loans are made to Directors or key management personnel.

(d) Other transactions with Directors and key management personnel
A Non-executive Director, Mr Robert Bentley, was the Chairman of Racing Queensland Limited until 30 April 2012, which 
controls Queensland Race Product Co Ltd. Payments for the year to 30 June 2012 totalling $108.8 million (2011: $101.2 million) 
were made to Queensland Race Product Co Ltd pursuant to the Product and Program Agreement dated 9 June 1999 for the 
provision of certain racing information. This contract is based on normal commercial terms and conditions.

Racing Queensland Limited has also issued approvals for TattsBet Limited, SA TAB Pty Ltd, NT TAB Pty Ltd and Tote 
Tasmania Pty Ltd to make payments to Racing Queensland Limited to use Queensland race information. These approvals 
require the wagering operators to pay a fee for the use of this information. The fees paid on normal commercial terms 
and conditions were $2.7 million (2011: $2.1 million).
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Note 28. Remuneration of auditors
During the year the following fees were paid or payable for services provided by the auditor of the parent entity, its related 
practices and non-related audit firms:

2012 
$

2011 
$

(a) PwC Australia
(i) Audit and other assurance services
Audit and review of financial statements 1,004,512 1,002,112
other assurance services
 Audit of regulatory returns 57,100 69,000
 Due diligence services 110,000 -
Total remuneration for audit and other assurance services 1,171,612 1,071,112

(ii) Taxation services 
Provision of tax training material 4,200 4,178
Total remuneration for taxation services 4,200 4,178

(iii) other services
Technology compliance review 57,000 -
Total remuneration for other services 57,000 -

Total remuneration of PwC Australia 1,232,812 1,075,290

(b) Network firms of PwC Australia
Audit and other assurance services
Audit and review of financial statements 186,151 192,489
other assurance services
 Audit of regulatory returns - -
Total remuneration for audit and other assurance services 186,151 192,489

Total remuneration of network firms of PwC Australia 186,151 192,489
Total auditors remuneration 1,418,963 1,267,779

Subject to maintaining their independence it is the Group’s policy to employ PwC on assignments additional to their 
statutory audit duties where PwC’s expertise and experience with the Group are important. These assignments are 
principally tax advice and due diligence reporting on transactions.

Note 29. Contingent liabilities
The Group had contingent liabilities at 30 June 2012 in respect of:

Bank guarantees
Guarantees in respect of bank facilities drawn down but not included in the accounts of the Company or the Group 
are $3.2 million (2011: $2.1 million).
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Note 30. Commitments for expenditure
(a) Capital commitments
Capital expenditure contracted for at the reporting date but not recognised as liabilities is as follows:

2012 
$’000

2011 
$’000

Property, plant and equipment – payable:
Within one year 13,778 2,288

Investment properties – payable:
Within one year 1,947 6,450

(b) Operating lease commitments
The Group leases motor vehicles and various buildings under non-cancellable operating leases. The leases have varying 
terms and renewal rights. on renewal, the terms of the leases are to be negotiated.

2012 
$’000

2011 
$’000

Commitments for minimum lease payments in relation to non-cancellable operating leases 
are payable as follows:
Within one year 20,837 17,563
Later than one year but not later than five years 36,311 29,231
Later than five years 9,950 7,985
Commitments not recognised in the financial statements 67,098 54,779

(c) Operating commitments
operating commitments contracted for at the reporting date but not recognised as liabilities are as follows:

2012 
$’000

2011 
$’000

Commitments in relation to non-cancellable operating activities are payable as follows:
Within one year 42,020 50,362
Later than one year but not later than five years 36,395 6,749
Later than five years 68 1,621

78,483 58,732

(d) Employee remuneration commitments
2012 

$’000
2011 

$’000
Commitments under non-cancellable employment contracts not provided for in the financial 
statements and payable:
Within one year 5,484 6,834

(e) Other commitments
The Group entered into agreements with third party gaming machine service providers and/or venue operators in relation to 
the disposal of Tatts Pokies’ gaming machines, allowing replacement of these machines. These arrangements allowed these 
service providers on behalf of venue operators or the venue operators themselves to trade-in existing machines owned by 
the Group for new machines to be supplied at the cost of these third parties and/or the venue operators. The Group received 
the proceeds from the sale of the Tatts Pokies’ gaming machines to the third party gaming machine service providers and/or 
venue operators in August 2012. At the expiry of the Gaming operator Licence these machines remained installed in their 
respective venues with ownership transferring to venue operators or their service providers. The Group ensured that the 
machines were maintained until the expiry of the Gaming operator Licence on 15 August 2012, and then left in the venue. 
The Group’s share of the revenues generated by these machines continued to be reported in accordance with accounting 
policy Note 1(e), but as the new machines were not owned by the Group, no asset value was included in the accounts.
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The Group entered into three separate agreements with Intralot Gaming Services Pty Ltd (Intralot) on 7 May 2012. Under 
the terms of these agreements, the Group licensed Tatts Pokies developed software to Intralot, agreed to provide monitoring 
services over gaming machines in Victoria for six months from 16 August 2012, and has been, and will continue to provide 
support and transition services to Intralot to facilitate the transition of the monitoring of gaming machines. 

Note 31. Related party transactions
(a) Parent entities
The ultimate parent entity within the Group is Tatts Group Limited.

(b) Controlled entities
Investments in controlled entities are set out in Note 33.

(c) Directors and key management personnel
Disclosures relating to Directors and specified executives are set out in Note 27.

(d) Transactions with related parties
2012 

$’000
2011 

$’000
Superannuation contributions
 Contributions to superannuation funds on behalf of employees 15,882 15,342

(e) Outstanding balances
The following balances are outstanding at the end of each reporting period in relation to transactions with related parties:

2012 
$’000

2011 
$’000

Current receivables 
 Loans to joint venture entities 14,279 10,659

No provisions for impairment of receivables have been raised in relation to any outstanding balances, and no expense 
has been recognised in respect of bad or doubtful debts from related parties. 

(f) Reconciliation of loans to/from related parties
2012 

$’000
2011 

$’000
Loans to joint venture entities
 Beginning of year 10,659 7,073
 Loans advanced 3,900 4,001
 Loan repayments received (280) (415)
 End of year 14,279 10,659

Loans to related entities
There were no loans to related parties at 30 June 2012 or at 30 June 2011.

No provisions for impairment of receivables have been raised in relation to any outstanding balances, and no expense 
has been recognised in respect of bad or doubtful debts from related parties. 
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Note 31. Related party transactions (continued)
(g) Terms and conditions
Transactions relating to dividends were on the same terms and conditions that applied to other shareholders.

All other transactions were made on normal commercial terms and conditions and at market rates, except that there are 
no fixed terms for the repayment of principal on loans advanced by the Company. There was no interest charged on loans 
during the year (2011: Nil).

outstanding balances are unsecured and are repayable in cash.

Note 32. Business combinations
Tote Tasmania Pty Ltd.

(a) Summary of acquisition
on 26 March 2012, the Group acquired 100% of the Tasmania TAB (Tote Tasmania) for $103 million. A subsequent net asset 
adjustment payment of $5.1 million was made to give a total purchase price of $108.1 million. Following the acquisition, 
Tote Tasmania was granted a 50 year wagering licence, with an option for an additional 49 years at no additional cost. 

At the date of acquisition, the acquired entity’s principal activities were the marketing and conduct of on-course and 
off-course wagering and sports betting in Tasmania. 

Details of the purchase consideration, the net assets acquired and goodwill are as follows:

2012 
$’000

Purchase consideration
 Cash – acquisition of shares 108,127
Total purchase consideration 108,127

Less fair value of net identifiable assets acquired 1,135
Goodwill 106,992

The goodwill includes the value of the race and sports wagering licence. This value will be determined within the measurement 
period as defined by AASB 3 Business Combinations. The remaining goodwill is attributable to the expected future cash flows 
of the business as a result of the integration of the acquired business.

The goodwill is not tax deductible for taxation purposes.
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Assets and liabilities acquired at 26 March 2012
Acquiree’s 

Carrying 
Amount 

$’000

Preliminary 
Fair Value 

$’000
Cash 11,360 11,360
Trade receivables 9,174 9,134
Investments 100 25
Property, plant and equipment 4,803 3,074
Intangible assets 21,061 1,169
Deferred tax assets 1,381 126
Trade and other payables (16,868) (16,850)
Employee provisions (1,963) (2,033)
Income tax payable (4,870) (4,870)

Net assets 24,178 1,135

The acquired business contributed revenues of $9.2 million and a net loss of $10.4 million (including restructuring costs) to 
the Group for the period from 27 March 2012 to 30 June 2012. If the acquisition had occurred on 1 July 2011, consolidated 
revenue and consolidated profit for the year ended 30 June 2012 would have been $3,942.2 million and $322.9 million 
respectively. These amounts have been calculated using the Group’s accounting policies and by adjusting the results of 
the subsidiary to reflect the additional depreciation and amortisation that would have been charged assuming the fair 
value adjustments to property, plant and equipment and intangible assets had applied from 1 July 2011, together with 
the consequential tax effects.

(b) Purchase consideration – cash outflow
2012 

$’000
2011 

$’000
Cash consideration 108,127 -
Less: Balances acquired
 Cash (11,360) -

(11,360) -

outflow of cash – investing activities 96,767 -

Acquisition-related costs
There were no acquisition-related costs.

(c) Previous corresponding year
There were no acquisitions in the previous financial year.
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Note 33. Investments in controlled entities
Shareholdings in all controlled entities are classed as ordinary shares.

Name of Entity
Country of 
Incorporation

Equity 
Holding 

2012 
%

Equity 
Holding 

2011 
%

Controlled entities of Tatts Group Limited:
TattsBet Limited1 Australia 100 100
 NT TAB Pty Ltd7 Australia 100 100
 Broadcasting Station 4IP Pty Ltd Australia 100 100
 SA TAB Pty Ltd1 Australia 100 100
  TAB Queensland Pty Ltd Australia 100 100
 Tote Tasmania Pty Ltd1 Australia 100 5

  Agility Interactive Pty Ltd Australia 100 5

  Tasradio Pty Ltd Australia 100 5

Maxgaming Holdings Pty Ltd1 Australia 100 100
 Maxgaming NSW Pty Ltd1 Australia 100 100
 Maxgaming QLD Pty Ltd1 Australia 100 100
 Maxgaming Vic Pty Ltd Australia 100 100
Bytecraft Systems Pty Ltd1 Australia 2 2

 Bytecraft Systems (NSW) Pty Ltd Australia 100 100
 Bytecraft Systems (NZ) Limited New Zealand 100 100
 EGM Tech Pty Ltd Australia 100 100
Reaftin Pty Ltd1 Australia 100 100
 Bytecraft Systems Pty Ltd1 Australia 2 2

Tattersall’s Holdings Pty Ltd1 Australia 100 100
 Tatts online Pty Ltd Australia 100 100
 Tattersall’s Sweeps Pty Ltd1 Australia 100 100
 Tattersall’s Gaming Pty Ltd1 Australia 100 100
 Tattersall’s Club Keno Pty Ltd Australia 100 100
 Tatts.com Pty Ltd Australia 100 100
 New South Wales Lotteries Corporation Pty Limited1 Australia 100 100
 Tatts Employment Co (NSW) Pty Limited7 Australia 100 100
 George Adams Pty Ltd Australia 100 100
 Tattersall’s Australia Pty Ltd Australia 100 100
 Tatts NT Lotteries Pty Ltd6 Australia 100 100
 Golden Casket Lottery Corporation Limited1 Australia 100 100
 Tattersall’s Investments (South Africa) (Pty) Limited South Africa 100 100
 Wintech Investments Pty Ltd1 Australia 100 100
  Tattersall’s Gaming Systems (NSW) Pty Ltd Australia 100 100
Victorian Licence Bid Co Pty Ltd Australia 100 100
 VicTote Participant Pty Ltd Australia 100 100
 VicTote Manager Pty Ltd Australia 100 100
European Gaming (Finance) Limited United Kingdom 100 100
 George Adams Holdings Limited United Kingdom 100 100
 European Gaming Limited United Kingdom 100 100
  Talarius Limited United Kingdom 100 100
   Bytecraft Systems (UK) Limited United Kingdom 100 5

   In-To-Save Limited United Kingdom 100 100
   Blackheath Leisure (Carousel) Limited United Kingdom 100 100
   RAL Limited United Kingdom 100 100
   RAL Employee Benefit Trustee Limited United Kingdom 100 100
   RAL Interactive Limited United Kingdom 100 100
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Name of Entity
Country of 
Incorporation

Equity 
Holding 

2012 
%

Equity 
Holding 

2011 
%

    CZ Trading Limited United Kingdom 100 100
    Cyberslotz Services SRL Romania 100 100
    CZ Holding Limited Malta 100 100
     Cyberslotz Services Malta Limited Malta 100 100
     CZ Back office Limited Malta 100 100
     CZ Trading Limited Malta 100 100
   Leisure Promotions Limited United Kingdom 100 100
   Leisurama Holdings Limited United Kingdom 100 100
    Leisurama Entertainment Limited United Kingdom 100 100
   Displaymatics Holdings Limited United Kingdom 100 100
   Winners Amusements Limited United Kingdom 100 100
    Palma Leisure Limited United Kingdom 100 100
   National Leisure Limited United Kingdom 100 100
Tattersall’s Sweeps Consultation Long Service Leave Fund Australia 4 4

1. These subsidiaries have, where applicable, been granted relief from the necessity to prepare financial statements in accordance with 
Class order 98/1418 issued by the Australian Securities and Investments Commission. Refer to Note 34 for further information.

2. owned 50% by Tatts Group Limited and 50% by Reaftin Pty Ltd. 100% equity holding within the Group.

3. Dormant entity.

4. Not incorporated. The trustees of the entity are employees of the Group, therefore in accordance with AASB, the Group controls 
the Fund and the Fund is consolidated.

5. Entity was not part of the Group at 30 June 2011.

6. Entity renamed during the current financial year. Previous name was Victote Assets Pty Ltd.

7. These subsidiaries have entered into a Deed of Revocation to cease to be parties to the Deed of Cross Guarantee which is entered 
into to obtain relief from the necessity to prepare financial statements in accordance with Class order 98/1418 issued by the Australian 
Securities and Investments Commission. Refer to Note 34 for further information.

Note 34. Deed of Cross guarantee
As at 1 July 2011, Tatts Group Limited, Tattersall’s Holdings Pty Ltd, Tattersall’s Gaming Pty Ltd, Tattersall’s Sweeps Pty Ltd, 
Reaftin Pty Ltd, Wintech Investments Pty Ltd, Bytecraft Systems Pty Ltd, TattsBet Limited, SA TAB Pty Ltd, NT TAB Pty 
Ltd, Maxgaming Holdings Pty Ltd, Maxgaming NSW Pty Ltd, Maxgaming QLD Pty Ltd, Golden Casket Lottery Corporation 
Limited, Tatts Employment Co (NSW) Pty Limited, New South Wales Lotteries Corporation Pty Limited were party to a 
Deed of Cross Guarantee (Deed) dated 1 May 2009, under which each company guarantees the debts of the others in 
the event of the winding up of any of those companies in the circumstances contained in the Deed.

During the year Tote Tasmania Pty Ltd became party to the Deed by way of a Deed of Assumption dated 20 June 2012. 
Tatts Employment Co (NSW) Pty Limited and NT TAB Pty Ltd ceased to become party to the Deed on 22 June 2012 as 
they no longer could be classified as large companies.

Following the lodgement with ASIC of the Deed of Revocation on 22 June 2012, the results of Tatts Employment Co (NSW) Pty 
Limited and NT TAB Pty Ltd have been excluded from the ‘Closed Group’ consolidated income statement, consolidated statement 
of comprehensive income, summary of movements in retained earnings and consolidated balance sheet disclosed below.

By entering into the current Deed, the wholly-owned entities have been relieved under ASIC Class order 98/1418 from certain 
requirements including preparing and lodging a financial report and Directors’ report. 

(a) Consolidated income statement, statement of comprehensive income and a summary of 
movements in consolidated retained earnings
The above companies represent a ‘Closed Group’ for the purposes of the Class order and they also represent the ‘Extended 
Closed Group’. Set out below is a consolidated income statement, a consolidated statement of comprehensive income and a 
summary of movements in consolidated retained earnings for the year ended 30 June 2012 of the Closed Group consisting 
of the companies listed above.
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Note 34. Deed of Cross guarantee (continued)

Consolidated income statement
2012 

$’000
2011 

$’000
Revenue from continuing operations 3,776,020 3,574,389

Statutory outgoings
Government share (1,879,090) (1,757,255)
Venue share/commission (702,128) (679,385)
Product/program fees (190,095) (188,269)

Other income - -

Other expenses from ordinary activities
Employee expenses (148,300) (142,911)
operating fees and direct costs (65,130) (64,944)
Telecommunications and technology (37,438) (36,097)
Marketing and promotions (35,325) (31,024)
Information services (18,204) (17,653)
Property expenses (24,995) (25,077)
Restructuring costs (17,335) (5,262)
other expenses (25,392) (24,253)
Profit before interest, income tax, depreciation, amortisation and impairment 632,588 602,259

Depreciation and amortisation (87,597) (109,050)
Interest income 4,504 3,958
Finance costs (96,330) (94,568)
Profit before income tax 453,165 402,599

Income tax expense (125,060) (119,248)
Profit for the year 328,105 283,351

Statement of comprehensive income 

Profit for the year 328,105 283,351

Other comprehensive income
Changes in the fair value of available-for-sale financial assets, net of tax (282) 705
Changes in the value of net investment hedges (1,697) 12,914
Changes in the value of interest rate swaps, net of tax (9,930) 6,715
Changes in the fair value of cash flow hedges, net of tax 485 (6,180)
Actuarial gain on retirement benefit obligation, net of tax - 1,014
Changes in the fair value of forward foreign exchange contracts, net of tax 737 392
Exchange differences on translation of foreign operations (815) (10,000)
Other comprehensive income for the year, net of tax (11,502) 5,560
Total comprehensive income for the year 316,603 288,911

Summary of movements in consolidated retained earnings

Retained earnings at the beginning of the financial year 132,039 110,916
Net profit for the year 328,105 283,351
Dividends (Note 26) (292,540) (277,639)
Actuarial gain on retirement benefit obligation, net of tax (6,585) 1,014
Transfer of retained earnings from entities outside the closed group 2,390 14,397
Retained earnings at the end of the financial year 163,409 132,039
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(b) Consolidated balance sheet
Set out below is a consolidated balance sheet as at 30 June 2012 of the Closed Group consisting of the companies listed above.

2012 
$’000

2011 
$’000

Assets
Current assets
Cash and cash equivalents 263,809 240,805
Trade and other receivables 232,302 184,734
Inventories 15,353 7,625
Property, plant and equipment 39,392 -
Total current assets 550,856 433,164

Non-current assets
Trade and other receivables 368 96
Available-for-sale financial assets 34,831 33,824
other financial assets 205,166 128,915
Property, plant and equipment 135,066 184,558
Intangible assets 3,886,705 3,883,205
Deferred tax assets 33,480 23,342
other non-current assets - 500
Total non-current assets 4,295,616 4,254,440

Total assets 4,846,472 4,687,604

Liabilities
Current liabilities
Trade and other payables 540,881 532,469
Derivative financial instruments 5,132 1,117
Current tax liabilities 40,406 19,795
Provisions 16,439 14,857
Interest bearing liabilities 315,381 -
Total current liabilities 918,239 568,238

Non-current liabilities
Trade and other payables 72,968 70,293
Interest bearing liabilities 856,636 1,142,188
Derivative financial instruments 14,086 43,373
Provisions 2,714 2,268
Deferred tax liabilities 212,887 218,836
Retirement benefit obligations 17,526 7,961
Total non-current liabilities 1,176,817 1,484,919
Total liabilities 2,095,056 2,053,157

Net assets 2,751,416 2,634,447

Equity
Contributed equity 2,542,870 2,444,885
Reserves 45,137 57,523
Retained earnings 163,409 132,039
Total equity 2,751,416 2,634,447
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Note 35. Investments accounted for using the equity method
2012 

$’000
2011 

$’000
Joint venture entities 2,481 2,312

(a) Investments in joint venture entities
Interests are held in the following joint ventures:

End of Carrying Amount
Each Ownership Interest of Investment

Country of Principal Reporting 2012 2011 2012 2011
Unlisted Residence Activities Period % % $’000 $’000

LH Developments Pty Ltd Australia
Property 
Development 30 June 50 50 2,492 2,312

Highlands Hotel Victoria Pty Ltd Australia
Property 
Development 30 June 50 50 (11) -

2,481 2,312

(b) Reconciliation of movements in joint ventures
2012 

$’000
2011 

$’000
Carrying amount of investment in joint ventures
Balance at the beginning of the financial year 2,312 2,185
Share of gain/(loss) after income tax 169 127
Share of assets and liabilities settled and released from joint venture - -
Balance at the end of the financial year 2,481 2,312

Share of joint venture assets and liabilities
Current assets 229 758
Non-current assets 18,429 12,229
Total assets 18,658 12,987

Current liabilities 1,907 16
Non-current liabilities 14,270 10,659
Total liabilities 16,177 10,675

Share of net assets of joint ventures 2,481 2,312

Share of joint venture revenue, expenses and results
Revenue 401 376
Expenses (232) (249)
Profit/(loss) before income tax 169 127
Income tax benefit/(expense) - -
Profit/(loss) after income tax 169 127

(c) Contingent liabilities and commitments relating to joint ventures
Each party to the joint venture is jointly and severally liable for the debts of the entity. The assets of the entities exceed their 
debts. At 30 June 2012 contingent liabilities are $Nil (2011: $Nil). The share of capital commitments which have not been 
recognised as a liability at 30 June 2012 are $1.9 million (2011: $6.5 million). 
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Note 36. Reconciliation of profit from ordinary activities after income tax to net cash inflow from 
operating activities

2012 
$’000

2011 
$’000

Profit for the year 319,139 275,428

Non cash flows in operating profit
 Depreciation and amortisation 100,480 119,415
 Amortisation of borrowing costs 4,200 3,526
 (Profit)/loss on sale of fixed assets (25) (30)
 Employee share options (1,218) 1,317
 Restructure charges – Tote Tasmania 4,712 -
 Bad and doubtful debts 916 529
 Dividends/distributions reinvested 1,790 (891)
 Share of joint venture (profit)/loss (169) (127)
Change in operating assets and liabilities, net of effects from purchase of controlled entities
 Decrease/(increase) in trade and other receivables (66,271) 8,887
 (Increase)/decrease in inventories (8,216) (608)
 (Increase)/decrease in deferred tax assets (6,480) (4,994)
 (Increase)/decrease in other operating assets 84 (19,426)
 Increase/(decrease) in trade and other payables 32,108 38,696
 (Decrease)/increase in provision for current tax liabilities 14,866 (17,257)
 (Decrease)/increase in deferred tax liabilities (4,969) (8,346)
 (Decrease)/increase in other provisions (661) (4,265)

Net cash inflow from operating activities 390,287 391,854

Non-cash financing activities
Dividends satisfied by the issue of shares under a dividend reinvestment plan are shown in Note 24(b). options and rights 
issued to employees under the Group’s incentive plans and structures are shown in Note 39.

Tatts Group Limited – Annual Report 2012  //  125

F
or

 p
er

so
na

l u
se

 o
nl

y



Note 37. Parent entity financial information
(a) Summary financial information
The individual financial statements of the parent entity show the following aggregate amounts:

2012 
$’000

2011 
$’000

Balance sheet
Current assets 899,656 662,318

Total assets 3,501,942 3,260,169
Current liabilities 97,666 29,094
Total liabilities 830,158 662,280

Shareholders’ equity
Issued capital 3,642,343 3,544,353
Reserves
 Hedge reserve (9,837) (8,473)
 Share-based payments 6,090 6,974
 Foreign currency translation (6,366) (6,601)
Retained earnings (960,445) (938,365)
Total equity 2,671,785 2,597,888

Profit for the year 270,461 256,879

Total comprehensive income 269,331 252,570

(b) Guarantees entered into by the parent entity
The parent entity has not provided any financial guarantees in respect of bank overdrafts or loans to subsidiaries 
as at 30 June 2012 or 30 June 2011.

There are cross guarantees given by the parent entity and its nominated subsidiaries as described in Note 34. 
No deficiencies of assets exist in any of these entities.

(c) Contingent liabilities of the parent entity
The parent entity did not have any contingent liabilities as at 30 June 2012 or 30 June 2011. 

(d) Contractual commitments for the acquisition of property, plant and equipment
The parent entity did not have any contractual commitments for the acquisition of property, plant and equipment 
as at 30 June 2012 or 30 June 2011. 
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Note 38. Earnings per share
2012 

Cents
2011 

Cents

(a) Basic earnings per share
From continuing operations attributable to the ordinary equity shareholders of the Company 23.8 21.2
Total basic earnings per share attributable to the ordinary equity shareholders of the Company 23.8 21.2

(b) Diluted earnings per share
From continuing operations attributable to the ordinary equity shareholders of the Company 23.8 21.2
Total diluted earnings per share attributable to the ordinary equity shareholders of the Company 23.8 21.2

(c) Reconciliation of earnings used in calculating earnings per share
Basic and diluted earnings per share
 Profit from continuing operations 319,139 275,428
  Profit from continuing operations attributable to the ordinary equity shareholders 

of the Company used in calculating basic and diluted earnings per share 319,139 275,428
  Profit attributable to the ordinary equity shareholders of the Company used in 

calculating basic and diluted earnings per share 319,139 275,428

(d) Weighted average number of shares used as the denominator
Weighted average number of ordinary shares used as the denominator in calculating basic 
earnings per share 1,340,177,702 1,300,233,100
Adjustments for calculation of diluted earnings per share:
 Performance options and performance rights 1,940,111 1,709,664
Weighted average number of ordinary shares and potential ordinary shares used as the 
denominator in calculating diluted earnings per share 1,342,117,813 1,301,942,764

Note 39. Share-based payments
(a) Incentive structure
Executives and senior managers who have greater potential impact on share price and long term value generation receive 
part of any annual incentive awarded to them as cash and part as rights to restricted shares.

Rights granted under this incentive structure are priced at the VWAP (Volume Weighted Average Price) of the 10 trading 
days prior to the day the Remuneration Committee decides to recommend to the Board that it award them. The rights 
will be able to be exercised into restricted shares 12 months after grant provided the executive remains employed with the 
Group. once the shares are acquired, they will be placed in a restricted class and employees will be required to retain them 
for a further two years. No exercise price is payable upon the exercise of the rights. The rights granted under this structure 
carry no dividend or voting rights. The restricted shares do carry dividend and voting rights.

(b) Long term incentive plan pre 2011 financial year
Staff eligible to participate in the long term Incentive plan (LTIP) pre the 2011 financial year were those of Senior Manager 
level and above (including Executive Directors).

Performance options and performance rights granted under the LTIP were for no consideration. options and rights granted 
were for a three year vesting period for the earnings per share performance level with a subsequent one or two year testing 
period to achieve the requisite Total Shareholder Return. The exercise period for these instruments granted to date will expire 
on the seventh anniversary of their allocation date. The performance rights issued to the Chief Executive expire 90 days after 
the last date for vesting.

Performance options and performance rights granted under the LTIP carry no dividend or voting rights.

The exercise price of performance options was based on the weighted average price at which the Company’s shares are 
traded on the Australian Securities Exchange during the 30 days immediately before the determination date. No exercise 
price is payable upon the exercise of performance rights.
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Note 39. Share-based payments (continued)
(c) Options and rights granted under the incentive plans and structures
Set out below are summaries of the performance options and rights granted or to be granted in respect of the 2012 financial 
year under the incentive structures:

2012 
Grant Date Expiry Date

Exercise 
Price

Balance 
at Start 
of Year  

Number

Granted 
During 
and in 

Respect 
of the 

Year
Number

Exercised 
During 

the Year
Number

Lapsed/ 
Forfeited 

During 
the Year
Number

Balance 
at End 
of Year

Number

Exercisable 
at End 
of Year

Number
Performance 
Options
16 December 
2005 7 July 2012 $3.10 194,454 - - (19,728) 174,726 174,726
30 November 
2006 – 
Chief Executive 30 November 2013 $3.13 2,000,000 - - (528,400) 1,471,600 1,471,600
30 November 
2006 30 November 2013 $3.65 538,249 - - (154,610) 383,639 393,639
30 November 
2007 30 November 2014 $3.99 1,170,208 - - (40,239) 1,129,969 1,129,969
30 November 
2008 30 November 2015 $2.56 6,223,600 - - (4,432,600) 1,791,000 1,753,389
Weighted 
average 
exercise price $3.46 - - $2.66 $3.16 $3.16

Performance 
Rights
16 December 
2005 7 July 2012 N/A 9,946 - - (9,946) - -
30 November 
2006 30 November 2013 N/A 62,429 - (14,176) (44,699) 3,554 3,554
30 october 
2009 – Chief 
Executive 10 January 2014 N/A 125,000 - - - 125,000 -
30 october 
2009 – Chief 
Executive 10 January 2013 N/A 125,000 - - - 125,000 -
30 November 
2009 30 November 2016 N/A 1,163,803 - - (66,196) 1,097,607 -
29 october 
2010 – Chief 
Executive 10 January 2015 N/A 125,000 - - - 125,000 -
29 october 
2010 – Chief 
Executive 10 January 2014 N/A 125,000 - - - 125,000 -
26 September 
2011 27 october 2012 N/A 158,227 - - - 158,227 -
27 october 
2011 – Chief 
Executive 10 January 2016 N/A - 125,000 - - 125,000 -
27 october 
2011 – Chief 
Executive 10 January 2015 N/A - 125,000 - - 125,000 -
September 
2012 october 2013 N/A - 481,937 - - 481,937 -
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2011 
Grant Date Expiry Date

Exercise 
Price

Balance 
at Start 
of Year 

Number

Granted 
During 

the Year 
Number

Exercised 
During 

the Year 
Number

Lapsed/ 
Forfeited 

During 
the Year 
Number

Balance 
at End of 
the Year 
Number

Exercisable 
at End of 
the Year 
Number

Performance 
Options
16 December 
2005 7 July 2012 $3.10 248,606 - - (54,152) 194,454 194,454
30 November 
2006 – Chief 
Executive 30 November 2013 $3.13 2,000,000 - - - 2,000,000 1,308,800
30 November 
2006 30 November 2013 $3.65 619,879 - - (81,630) 538,249 352,229
30 November 
2007 30 November 2014 $3.99 1,303,983 - - (133,775) 1,170,208 843,251
30 November 
2008 30 November 2015 $2.56 6,862,300 - - (638,700) 6,223,600 -
Weighted 
average 
exercise price - $2.91 - - $2.89 $2.91 $3.46

Performance 
Rights
16 December 
2005 7 July 2012 N/A 11,132 - - (1,186) 9,946 -
30 November 
2006 30 November 2013 N/A 190,105 - (116,929) (10,747) 62,429 62,429
30 october 
2009 – Chief 
Executive 10 January 2014 N/A 125,000 - - - 125,000 -
30 october 
2009 – Chief 
Executive 10 January 2013 N/A 125,000 - - - 125,000 -
30 November 
2009 30 November 2016 N/A 1,189,039 - - (25,236) 1,163,803 -
29 october 
2010 – Chief 
Executive 10 January 2015 N/A - 125,000 - - 125,000 -
29 october 
2010 – Chief 
Executive 10 January 2014 N/A - 125,000 - - 125,000 -
September 2011 october 2012 N/A - 158,227 - - 158,227 -

No options or rights expired during the periods covered by the above tables.

The weighted average share price at the date of the exercise of rights exercised during the year ended 30 June 2012 was 
$2.38 (2011: $2.56).

The weighted average remaining contractual life of exercisable rights outstanding at the end of the period was 3.20 years 
(2011: 4.45 years).

The weighted average remaining contractual life of share options outstanding at the end of the period was 2.32 years 
(2011: 3.73 years).
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Note 39. Share-based payments (continued)
Fair value of options and rights granted

The model inputs for rights granted during the year ended 30 June 2012 included:

Performance Rights Performance Rights Performance Rights

Performance Conditions
TSR – Market Based 

– Chief Executive
EPS – Non-Market Based 

– Chief Executive

Rights Granted to 
Qualifying Executives 

Under Current 
Incentive Scheme

Grant date 27 october 2011 27 october 2011 September 2012
Expiry date 10 January 2016 10 January 2015 october 2013
Share price at grant date $2.38 $2.38 $2.84
Expected life 3.1 years 3.0 years 1.0 years
Vesting period 3.0 years 3.0 years 1.0 years
Volatility 20% 20% N/A
Risk free interest rate 3.95% 3.94% N/A
Dividend yield 9.22% 9.22% 8.00%
Fair value $1.26 $1.81 $2.42

The model inputs for options granted during the year ended 30 June 2011 included:

Performance Rights Performance Rights Performance Rights

Performance Conditions
TSR – Market Based 

– Chief Executive
EPS – Non-Market Based 

– Chief Executive

Rights Granted to 
Qualifying Executives 

Under Current 
Incentive Scheme

Grant date 29 october 2010 29 october 2010 September 2011
Expiry date 10 January 2015 10 January 2014 october 2012
Share price at grant date $2.50 $2.50 $2.34
Expected life 4.1 years 3.1 years 1.0 years
Vesting period 3.0 years 3.0 years 1.0 years
Volatility 29.00% 29.00% N/A
Risk free interest rate 4.86% 4.85% N/A
Dividend yield 8.20% 8.20% 8.20%
Fair value $1.47 $1.96 $2.18

(d) Expenses arising from share-based payment transactions
Total expenses arising from share based payment transactions recognised during the period as part of employee benefit 
expense were as follows:

2012 
$’000

2011 
$’000

Performance rights issued under LTIP1 960 821
Performance options issued under LTIP1 81 496
Performance rights issued under incentive schemes2 1,369 345

2,410 1,662

1. Represents the amortised cost charged in the relevant financial year for all LTIP grants that are still in, or remain to enter into, 
their vesting period.

2. Represents the total value of the rights to be granted in respect of the relevant financial year.
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Note 40. Events occurring after the reporting period
on 15 August 2012, the Gaming operator Licence held by the Company expired. This Gaming operator Licence enabled Tatts 
Pokies to own and operate gaming machines in venues within the State of Victoria. The expiry of this licence means Tatts 
Pokies will no longer generate earnings and cash flows from the activities which are currently conducted under this licence.

The Group will recognise operating results in relation to its gaming machine operations from 1 July 2012 to 15 August 2012. 
The change in net assets, following disposal of gaming machines and the write-off of allocated goodwill, is minimal. (Refer 
to Note 4 for details of the contribution of the Tatts Pokies operations to the Group for the current financial year).

on 16 August 2012, the Company commenced proceedings against the State in the Supreme Court of Victoria for 
compensation on the expiry of its Gaming operator Licence.

The Company claims that under an agreement entered into on 17 November 1995, it is entitled, on the expiry of its Gaming 
operator Licence on 15 August 2012, to compensation in an amount equal to the lesser of the Licence Value (determined 
by a formula in the agreement to be $598 million) and the premium payments made by the new licensees. Based on the 
results of the auction of gaming machine entitlements conducted by the former Victorian Government in 2010, the Company 
estimates the amount of compensation may be half of the $981 million paid for gaming machine entitlements under the 
auction process ($490.5 million) plus amounts paid to the State following any transfers of gaming machine entitlements 
prior to 16 February 2013.

At this stage it is not possible to say with any certainty when the final hearing in the proceeding will occur.

As a result of the Victorian Government’s decision, the Company decided to fully write down the value of its Gaming 
operator Licence and brand on its balance sheet in the 2008 financial year. The accounting treatments adopted by the 
Company in writing down the value of the licence and brand are in accordance with Australian Accounting Standards, 
particularly in relation to the Gaming operator Licence, and do not reflect any assessment by the Company of its 
entitlement to compensation.

other than the matter raised above, in the opinion of the Directors, there have been no other material matters or 
circumstances which have arisen between 30 June 2012 and the date of this report that have significantly affected 
or may significantly affect the operations of the Group, the result of those operations or the state of affairs of the 
Group in subsequent financial periods.
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DIRECTORS’ 
DECLARATION

In the Directors’ opinion:

(a)  the financial statements and notes set out on pages 58 to 131 are in accordance with the Corporations Act 2001, 
including:

 (i)  complying with Accounting Standards, the Corporations Regulations 2001 and other mandatory professional 
reporting requirements; and

 (ii)  giving a true and fair view of the consolidated entity’s financial position as at 30 June 2012 and of its performance 
for the financial year ended on that date; 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; and

(c)  at the date of this declaration, there are reasonable grounds to believe that the members of the Closed Group identified 
in Note 34 will be able to meet any obligations or liabilities to which they are, or may become, subject by virtue of the 
deed of cross guarantee described in Note 34.

Note 1(a) confirms that the financial statements also comply with International Financial Reporting Standards as issued 
by the International Accounting Standards Board.

The Directors have been given the declarations by the Chief Executive and Chief Financial officer required by section 
295A of the Corporations Act 2001.

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

Harry Boon Dick McIlwain
Chairman Managing Director/Chief Executive

Melbourne
23 August 2012
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REPORT
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Liability limited by a scheme approved under Professional Standards Legislation.
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Independent auditor’s report to the members of Tatts Group
Limited

Report on the financial report
We have audited the accompanying financial report of Tatts Group Limited (the company), which
comprises the balance sheet as at 30 June 2012, and the income statement, the statement of
comprehensive income, statement of changes in equity and statement of cash flows for the year ended
on that date, a summary of significant accounting policies, other explanatory notes and the directors’
declaration for the Tatts Group Limited Group (the consolidated entity). The consolidated entity
comprises the company and the entities it controlled at the year's end or from time to time during the
financial year.

Directors’ responsibility for the financial report
The directors of the company are responsible for the preparation of the financial report that gives a
true and fair view in accordance with Australian Accounting Standards and the Corporations Act 2001
and for such internal control as the directors determine is necessary to enable the preparation of the
financial report that is free from material misstatement, whether due to fraud or error. In Note 1, the
directors also state, in accordance with Accounting Standard AASB 101 Presentation of Financial
Statements, that the financial statements comply with International Financial Reporting Standards.

Auditor’s responsibility
Our responsibility is to express an opinion on the financial report based on our audit. We conducted
our audit in accordance with Australian Auditing Standards. These Auditing Standards require that we
comply with relevant ethical requirements relating to audit engagements and plan and perform the
audit to obtain reasonable assurance whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial report. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial report, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial report in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by the directors, as well as
evaluating the overall presentation of the financial report.

Our procedures include reading the other information in the Annual Report to determine whether it
contains any material inconsistencies with the financial report.

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

Independence
In conducting our audit, we have complied with the independence requirements of the Corporations
Act 2001.
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INDEPENDENT AuDITOR’S 
REPORT CoNTINUED

Auditor’s opinion
In our opinion:

(a) the financial report of
including:

(i) giving a true and fair view of the
30 June 2012

(ii) complying with Australian Accounting Standards (including the Australian
Accounting Interpretations) and the

(b) the financial report and notes
as disclosed in Note 1

Report on the Remuneration
We have audited the remuneration
year ended 30 June 2012. The directors of the company are responsible for the preparation and
presentation of the remuneration
2001. Our responsibility is to express an opinion on the
conducted in accordance with Australian Auditing Standards.

Auditor’s opinion
In our opinion, the remuneration
complies with section 300A of the

PricewaterhouseCoopers

Anton Linschoten
Partner

the financial report of Tatts Group Limited is in accordance with the

giving a true and fair view of the consolidated entity’s financial position as at
30 June 2012 and of its performance for the year ended on that date; and

complying with Australian Accounting Standards (including the Australian
Accounting Interpretations) and the Corporations Regulati

the financial report and notes also comply with International Financial Reporting
as disclosed in Note 1.

emuneration Report
emuneration report included in pages 38 to 54 of the directors’ report for the

The directors of the company are responsible for the preparation and
emuneration report in accordance with section 300A of the

Our responsibility is to express an opinion on the remuneration report, based on our audit
conducted in accordance with Australian Auditing Standards.

emuneration report of Tatts Group Limited for the year
section 300A of the Corporations Act 2001.

is in accordance with the Corporations Act 2001,

consolidated entity’s financial position as at
ended on that date; and

complying with Australian Accounting Standards (including the Australian
Corporations Regulations 2001; and

with International Financial Reporting Standards

of the directors’ report for the
The directors of the company are responsible for the preparation and

eport in accordance with section 300A of the Corporations Act
eport, based on our audit

year ended 30 June 2012,

Melbourne
23 August 2012
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The shareholder information set out below was applicable as at 28 August 2012 based on the details recorded on the Tatts 
Group Limited share register.

Distribution of shareholders
Analysis of number of ordinary shareholders by size of holding:

Ordinary Shares
Range Number of Holders Number of Shares Held 
1 – 1,000 14,145 8,156,238
1,001 – 5,000 50,788 136,189,048
5,001 – 10,000 8,403 63,083,184
10,001 – 100,000 6,751 153,059,929
100,001 and over 414 1,002,527,667
Total 80,501 1,363,016,066

There were 1,371 holders of less than a marketable parcel of ordinary shares.

Twenty largest shareholders
The names of the twenty largest quoted equity security holders as they appear on the Tatts Group Limited share register are 
listed below:

Ordinary Shares
Name Number of Shares Percentage of Shares
HSBC Custody Nominees (Australia) Limited 219,887,499 16.13
National Nominees Limited 172,810,362 12.68
JP Morgan Nominees Australia Limited 168,197,501 12.34
Citicorp Nominees Pty Limited 45,176,678 3.31
JP Morgan Nominees Australia Limited <Cash Income a/c> 30,165,258 2.21
BNP Paribas Noms Pty Ltd <Master Cust DRP> 27,810,205 2.04
UBS Wealth Management Australia Nominees Pty Ltd 18,157,478 1.33
Citicorp Nominees Pty Limited <Colonial First State Inv a/c> 15,116,505 1.11
AMP Life Limited 14,152,739 1.04
Tassyd Pty Limited <Estate Thomas Lyons a/c> 13,955,000 1.02
RBC Investor Services Australia Nominees Pty Limited <PI Pooled a/c> 12,277,525 0.90
RBC Investor Services Australia Nominees Pty Limited <Bkcust a/c> 10,739,217 0.79
Robin Edward Davey <Est Alexander Hubbard a/c> 9,568,668 0.70
Queensland Investment Corporation 8,706,705 0.64
Wentworth Investments Pty Ltd 7,176,501 0.53
HSBC Custody Nominees (Australia) Limited <NT-Comnwlth Super Corp a/c> 6,312,076 0.46
BNP Paribas Noms Pty Ltd <SMP Accounts DRP> 4,998,429 0.37
Credit Suisse Securities (Europe) Ltd <Collateral a/c> 4,400,000 0.32
RBC Investor Services Australia Nominees Pty Limited <Piselect> 4,343,496 0.32
Questor Financial Services Limited <TPS RF a/c> 3,819,230 0.28
Total 797,771,072 58.53

ShAREhOLDER 
INfORMATION
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Domicile of ordinary shareholders

Domicile
Number 

of Holders
Percentage 
of Holders

Number 
of Shares

Percentage 
of Shares 

Australian Capital Territory 836 1.04 3,747,233 0.27
New South Wales 10,256 12.74 634,412,657 46.55
Northern Territory 329 0.41 1,600,373 0.12
Queensland 43,066 53.50 206,552,995 15.15
South Australia 1,975 2.45 14,436,128 1.06
Tasmania 1,172 1.46 52,398,608 3.84
Victoria 19,959 24.79 424,164,977 31.12
Western Australia 2,542 3.16 18,922,147 1.39
overseas 366 0.45 6,780,948 0.50
Total 80,501 100.00 1,363,016,066 100.00

unquoted equity securities
Number on Issue Number of Holders 

Performance options in respect of ordinary shares issued under the Tatts 
Group Long Term Incentive Plan 4,679,874 29
Performance rights in respect of ordinary shares issued under the Tatts Group 
Long Term Incentive Plan and Rights Plan 2,491,323 34

Note. Includes 481,937 performance rights approved but not yet issued as at 28 August 2012

Substantial shareholders
As at 28 August 2012, there were no substantial holders of ordinary shares in the Company.

voting rights
The voting rights attaching to each class of equity securities are set out below:

(a) Ordinary shares
on a show of hands every member present at a meeting in person or by proxy shall have one vote and upon a poll each 
share shall have one vote.

(b) Performance options and rights
No voting rights.

On market buy-back
There is no current on-market buy-back in respect of Tatts Group’s ordinary shares.

Tatts Bonds
Tatts Bonds were first issued on 29 June 2012 at $100 per bond, and commenced trading on the ASX on a normal settlement 
basis on 4 July 2012, under the code TTSHA. Tatts Bonds mature on 5 July 2019, unless redeemed early. There are 1,946,642 
Tatts Bonds on issue, held by 1,506 holders as at 28 August 2012.

Further information in relation to Tatts Bonds can be found at www.tattsgroup.com
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Registered and principal 
administrative office in 
Australia
Tatts Group Limited
615 St Kilda Road
Melbourne VIC 3004
Telephone +61 3 8517 7777
ABN 19 108 686 040

website address
www.tattsgroup.com

Australian Securities 
Exchange (ASX) listing
Tatts Group Limited shares are listed 
on the ASX under the code TTS.
Tatts Bonds are listed on the ASX 
under the code TTSHA.

Directors
Refer to profiles on pages 30 to 33.

Senior Executives
Michael Carr
Chief Executive Maxgaming

Dan Crane
Chief Executive Tatts online

Barrie Fletton
Chief Executive TattsBet

Penny Grau
General Counsel and 
Company Secretary

Raymond Gunston
Chief Financial officer

Peter Harvey
Executive General Manager Talarius

Bruce Houston
Executive General Manager Media, 
Government and Community Relations

Stephen Lawrie
Chief Information officer

Frank Makryllos
Chief Executive Tatts Pokies

Maree Patane
Chief Auditor

Kevin Szekely
Chief Executive Bytecraft

Bill Thorburn
Chief Executive Tatts Lotteries

Strategy and Business Development
Francis Catterall
Executive General Manager Corporate Strategy
strategy@tattsgroup.com

Investor Relations
Gary Woodford
General Manager Investor Relations
investorrelations@tattsgroup.com

Media
Michael Mangos
General Manager External Communications
medialiaison@tattsgroup.com

Auditor
PricewaterhouseCoopers
Freshwater Place Level 19 
2 Southbank Boulevard
Southbank VIC 3006

Share registry
Computershare Investor Services Pty Limited
yarra Falls, 452 Johnston Street
Abbotsford VIC 3067
Email: web.queries@computershare.com.au
Telephone within Australia 1300 367 346
Telephone outside Australia +61 3 9415 4199
Fax +61 3 9473 2500 

To maintain or update your details online 
and enjoy full access to all your holdings 
and other valuable information, simply 
visit www.investorcentre.com

CORPORATE 
DIRECTORy
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Shareholder calendar
2013 Events Calendar Date
Interim results announcement 21 February 2013
Ex dividend 27 February 2013 
Record date 5 March 2013
DRP pricing period commences 7 March 2013
Dividend payment 5 April 2013 
Full year results announcement 22 August 2013 
Ex dividend 29 August 2013 
Record date 4 September 2013
DRP pricing period commences 6 September 2013
Dividend payment 7 october 2013 
Annual General Meeting 31 october 2013 

All dates may be subject to change and will be updated under Investors at www.tattsgroup.com

Tatts Bonds calendar
Quarterly Interest Payment Payment Date
october 2012 5 october 2012
January 2013 7 January 2013 
April 2013 5 April 2013
July 2013 5 July 2013
october 2013 7 october 2013 

All dates may be subject to change and will be updated under Investors at www.tattsgroup.com

EvENTS 
CALENDAR
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DIvIDEND hISTORy AND 
MAjOR ANNOuNCEMENTS

Dividend history
Date Paid Type Cents Per Share DRP Share Price
5 April 2006 2006 Interim 8.75 -
26 September 2006 2006 Final 7.50 -
30 March 2007 2007 Interim 8.00 -
5 october 2007 2007 Final 10.0 -
5 october 2007 2007 Special 4.00 -
4 April 2008 2008 Interim 9.50 -
3 october 2008 2008 Special1 10.5 -
3 April 2009 2009 Interim 10.0 2.58
2 october 2009 2009 Final 11.0 2.52
6 April 2010 2010 Interim 10.0 2.44
1 october 2010 2010 Special2 11.0 2.29
6 April 2011 2011 Interim 10.5 2.18
5 october 2011 2011 Final 11.0 2.10
4 April 2012 2012 Interim 11.0 2.33
3 october 2012 2012 Final 12.0 3

All dividend payments are fully franked unless otherwise stated.
1. Paid in place of a 2008 final dividend – refer to ASX releases dated 23 June and 28 August 2008.
2. Paid in place of a 2010 final dividend – refer to ASX release dated 26 August 2010.
3. Not available at date of printing. Refer to www.tattsgroup.com/investors

Major announcements
Announcement Date
Tatts unsuccessful in bid for Victorian monitoring licence 14 September 2011
2011 Annual General Meeting presentations 27 october 2011
Tatts announces agreement to acquire Tote Tasmania 1 December 2011
2012 interim results and dividend details released 23 February 2012
Tatts completes Tote Tasmania transaction 27 March 2012
Managing Director and CEo succession process announced 2 April 2012
Tatts announces offer of Tatts Bonds to be listed on the ASX 29 May 2012
Tatts successfully closes Tatts Bonds offer raising $194.6 million 29 June 2012

All announcements available under Investors at www.tattsgroup.com
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