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Performance

EBIT by division
(normalised)1
$ million

78.4

Revenue by division
(normalised)1
$ million

65

88.7

93.4

98.2

Earnings per share
(normalised and before
non-recurring items)1,2
Cents per share
102.1

94

89

94

Dividends per share
Cents per share (fully franked)

477.3

496.2

490.3

515.6

535.8

4,232.0

4,126.7

Net profit after tax
(normalised and before
non-recurring items)1,2
$ million
3,951.0

3,918.7

3,799.2

Revenue
(normalised)1
$ million

55

Gaming
1,194.4

Gaming
272.0

Casinos
1,371.9

Wagering
1,671.1
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■■On a normalised basis1 :

●●	Net profit after tax of $477.3 million,

down 3.8%

●●	Revenues up 1.5%.

Expenses up 2.9%

●●	Earnings per share of 78.4 cents,

down 11.6%, following capital raising

●●	Return on Equity (ROE) 14.2%

■■Normalised result includes $29 million after tax

impact from additional race fields charges and
higher gaming taxes in Queensland.
Result benefited from one-off tax credits
totalling $29 million

05/06 06/07 07/08 08/09 09/10

Casinos
270.7

Wagering
262.1

05/06 06/07 07/08 08/09 09/10

■■Reported net profit after tax of $469.5

million,
down 10.0%, reflecting fluctuations in the
win rate in the VIP Rebate Business in the
Casinos division

■■Announced further expansion of casino

■■Declared dividends totalling 55

■■Income generated for the Victorian and New

■■Strong balance sheet ratios maintained to

■■Taxes on gambling paid including gaming levy

cents per
share fully franked, including final dividend
of 25 cents per share. Pay out ratio of 70.2%
support expansion investments. Gross debt
to EBITDA3 ratio 2.1 times

■■Strategic initiatives progressing to plan, with

pleasing performance in areas of investment,
especially Star City casino and Wagering.
Market share stable or growing in all divisions
and main geographic markets

facilities at Star City in Sydney, including new
3000-seat Events Centre and international VIP
facilities
South Wales racing industries of $322.5 million
and $236.4 million respectively

of $1,385.3 million, up 2.0%.

■■Contribution to State community benefit funds

in Australia of $87.9 million, down 5.3%.

1.	Reported earnings reflect the actual win rate in the VIP rebate Business of the Casinos division.
Given that the win rates in this business can fluctuate from period to period, they are ‘normalised’ at the theoretical level to give an insight into the underlying performance of the business.
2.	For periods before FY09 comparatives adjusted to include Victorian licence amortisation.
3.	Earnings before interest, tax, depreciation and amortisation.
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Chairman’s message

“Tabcorp will
continue
to invest in
businesses
that provide
opportunities
for long term
growth.”

The 2010 financial year saw a slow down in the gambling entertainment
markets in several states in Australia. Higher interest rates and
the absence of Federal Government stimulus put pressure on the
discretionary spending of consumers.

$387 million of new equity. As a result of the increase in the number
of shares on issue and the decline in net earnings in 2010, normalised
earnings per share were down 11.6% to
78.4 cents.

On a normalised basis, Tabcorp delivered a net profit after tax of
$477.3 million, down 3.8% on the previous year.

The Board declared a full year dividend for 2010 of 55 cents per share
fully franked, giving a pay-out ratio of 70.2%. The 2010 dividend
reflects an appropriate balance between the need to retain capital for
the purposes of re-investment in the company’s assets, and ensuring
that shareholders continue to share in the earnings generated by the
company.

The reported net profit after tax was $469.5 million, down 10.0%.
Reported earnings reflect the actual win rate in the VIP rebate
business of the Casinos division. In the previous year, the win rate
was significantly above the theoretical level, while in 2010 the win rate
was below the theoretical level. Given that the win rates in the rebate
business can fluctuate from period to period, they are ‘normalised’ at
the theoretical level to give an insight into the underlying performance
of the company.
Normalised revenues were $4,232 million, up 1.5%. 2010 saw a decline
in the gaming markets of Victoria and Queensland, which impacted
on the revenue performance of the Victorian gaming business and the
Queensland casinos.
The pressure the company experienced in gaming in Victoria and in
Queensland was offset by positive revenue growth at Star City casino in
Sydney and in the wagering division. These are businesses in which the
company is making significant investments to improve the customer
experience and strengthen its competitive position. The progress that is
being made in these businesses gives us confidence in the strategy and
management of our capital investment programs.
Expense growth was 2.9%. The company continued to increase its
investment in marketing and customer service while maintaining good
cost control in other areas.
In 2010, Tabcorp experienced further impacts from regulatory change.
The company’s normalised result included $29 million of additional race
fields charges in wagering and higher gaming taxes in Queensland.
These charges have to be absorbed in the normal course of business.
Tabcorp aims to retain sound balance sheet ratios. In 2009, the company
responded to the changed financial market conditions by raising

2

tabcorp holdings limited

Regulatory environment in Wagering

The wagering markets in Australia continue to be regulated and taxed
by state and territory governments. As a result, there are significant
variations between the rules and charges that apply to wagering
operators, depending on their location.
These variations allow operators in low tax jurisdictions such as
the Northern Territory and Tasmania to offer better prices to their
customers over the internet - not as a result of a better product or a
better service, but purely as a result of a tax and product fee ‘arbitrage’.
The reason that the ‘arbitrage’ exists is that the smaller states and
territories do not have to fund large racing industries. In other words,
corporate bookmakers located in those states and territories exploit
the racing product that is created by others, including Victoria and New
South Wales, without paying an adequate price for the product.
This market structure is not sustainable and will lead to a reduction
in racing industry funding in the medium term. And a reduction
in industry funding will lead to lower prize money and reduced
employment in the sector.
This risk to the future of racing can be avoided by adopting a national
industry funding model and a national tax regime. To date, there has
been no progress in this direction. Therefore, Tabcorp continues to
advocate for a greater role by the federal government in regulating
wagering in Australia.

Tabcorp’s investment programs

Tabcorp will continue to invest in businesses that provide opportunities
for long term growth.
In 2010, Tabcorp significantly increased its investment program,
particularly in the Casinos division. The redevelopment and expansion
of Star City is on track and the casino performed well in 2010 despite the
significant building works under way.
Early in the 2011 financial year, the Board approved a further expansion
of Star City that will allow it to capture the full potential offered by its
unique Sydney location. The current project will be expanded to include
a new multi-purpose Events Centre with capacity for up to 3,000 people.
Together with the construction of a new hotel and an expansion of the
number of restaurants, bars and retail outlets this will make Star City the
leading entertainment destination in New South Wales and one of the
leading destinations in the Asia Pacific region.
In addition, Tabcorp will make a significant investment in the facilities
for international VIP customers.
As a result, the total capital investment in Star City will increase
from $575 million to $860 million, in addition to the $100 million
licence payment to the New South Wales Government. The additional
investment will bring more customers to the property and increase the
utilisation of all gaming and non-gaming facilities. This will improve the
aggregate return on investment.

Tabcorp recognises the importance of responsible gambling for the long
term sustainability of the gaming industry. Tabcorp continues to be
considered a world leader in the promotion of responsible gambling and
will maintain the highest standards of care and probity.

In conclusion

Tabcorp’s businesses are proving to be resilient in difficult economic
and regulatory conditions, and each of the businesses is responding
well to the changes and opportunities they face. The increase in the
investments in the casinos division is testament to the confidence we
have in the long term future of the company.
I would like to thank our employees for their hard work during the year,
and for their commitment in a challenging environment. The Board
appreciates the dedication shown by so many of our people.

for long term growth.”

John Story
Chairman
5 August 2010

In Wagering, Tabcorp continues to respond effectively to the changing
market conditions. The investments in new products, distribution and
service all contributed to strong turnover growth and an improvement
in Tabcorp’s national market share position.
Tabcorp’s Gaming business will undergo significant change when the
Victorian gaming industry structure changes in 2012. In response, the
company established Tabcorp Gaming Solutions, a new gaming services
business that can operate under the new regulatory regime. Progress
to date has been positive, and the company will commit the resources
that will make Tabcorp Gaming Solutions a significant participant in the
gaming market from 2012.
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Chief Executive Officer’s message
In 2010 consumer spending continued to be subdued, with most retail
sectors recording very modest growth. In the second half of the year,
conditions were particularly challenging.
Tabcorp’s normalised net profit was $477.3 million, down 3.8%. Included
in the result was a $29 million after tax impact from additional gaming
taxes in Queensland and race fields charges in Wagering. These are
substantial increases and in the current environment the company
could not fully absorb them in its operating performance.

“Where we have
invested we are
seeing growth.
This gives us
confidence in
our long term
future.”

Tabcorp recorded revenue growth of 1.5%. Revenues were driven by
strong growth in Wagering and at Star City casino, but were held back
by declining gaming markets in Queensland and Victoria. Expenses
were up 2.9%.
It was pleasing that each of Tabcorp’s three operating divisions recorded
stable or improving market share performance. This shows that the
investments to improve customer service are working to strengthen the
company’s competitive position.
The 2010 financial year saw an increase in the capital investment
program of the company, largely as a result of the expansion of Star
City. This program is progressing well. Early in the 2011 financial year,
the Board approved further investments in Star City, which is a business
with good long term earnings potential and is supported by a long-term
licence.
The step up in investment requires capital. In 2009, the company raised
additional equity and long term debt in support of its investment
program. At the same time, we reviewed the company’s dividend policy.
The 2010 dividend of 55 cents per share fully franked provides a pay
out ratio of 70.2%. This pay out ratio is consistent with our objective
to commit to long term business investments while retaining sound
balance sheet ratios.

Our businesses
Below, I briefly discuss the earnings for each of the divisions, measured
in normalised Earnings Before Interest and Tax (EBIT).
In Casinos, EBIT was $270.7 million, down 17.5%. EBITDA, which measures
earnings before Depreciation and Amortisation, was $359.8 million,
down 9.4%. The performance of the two states in which Tabcorp
operates its casinos varied significantly.
4
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EBITDA at Star City in New South Wales increased 10.0% to $219.9 million.
Revenue growth was strong at 5.4%, driven by an expansion of the
product offering, new gaming technology and improved marketing. The
redevelopment of Star City is progressing to plan. In 2010, the casino
opened a new Sports Theatre, a dedicated Poker Room, a new Baccarat
area and noodle restaurant. All new areas are performing well.
EBITDA from the three Queensland casinos fell by 29.1% to $139.9 million.
Revenues fell by 4.1% as the Queensland gaming market contracted
significantly. At the same time gaming taxes increased by $27 million
following an increase in the tax rate imposed by the Queensland
government. Tabcorp gained market share in the two main markets of
Brisbane and the Gold Coast.
Casino expenses grew by 3.5% in a period of expansion and
redevelopment.
In Wagering, EBIT was $262.1 million, up 4.1%. The Wagering business
recorded strong revenue growth. Turnover was up 7.5% and revenues
were up 4.9%. Expenses were up 2.7%.
The revenue performance of the wagering business was driven by a
number of important initiatives. The company expanded fixed odds
coverage of racing in Victoria and New South Wales, launched a
loyalty program in its New South Wales business and entered into a
partnership with Australia Post that gives account holders access to
their accounts nationwide. In addition, Tabcorp expanded Sky Racing
from one channel to three channels, offering customers more choice and
a dedicated thoroughbred racing channel.
The business grew fixed odds betting on racing and sports by 71%,
with both brands of Tab Sportsbet and Luxbet contributing to growth.
Luxbet.com has captured more than 10% of the Northern Territory
corporate bookmaking market. The wagering business benefited
from the Soccer World Cup. Total turnover on the World Cup was
$128.6 million, including $84.8 million in the 2010 financial year.
Total revenues from the World Cup were $22.3 million, including
$14.6 million in the 2010 financial year.
Last year, the racing industries in each state announced the introduction
of new race fields arrangements. In the 2010 financial year, race fields
payments increased by $15 million before tax, and the total impact of
race fields fees on Tabcorp’s earnings is now expected to be $38 million
per annum to the end of the 2012 financial year.

The performance of the Wagering business meant that total
distributions to the racing industry were stable in 2010, with the
Victorian racing industry receiving $322.5 million, up 0.5%, and the New
South Wales industry receiving $236.4 million, down 0.5%.
In 2010, the Productivity Commission into Gambling produced its
final report. It includes a chapter that makes recommendations on
the future structuring of the wagering market. It is a profoundly
disappointing report that shows a lack of understanding of the
economics of racing and wagering in Australia and internationally. In
effect, the report endorses a contraction of the racing industry and
loss of jobs. It is surprising that anyone would advocate a contraction
in one of the few industries in which Australia ranks in the top three
globally – particularly when such an outcome can so easily be avoided by
implementing national regulations. Getting the future market structure
right will require strong leadership from state racing administrators and
governments.
In Gaming, EBIT was $272.0 million, down 1.8%. Revenues declined by
2.5% as the gaming market in Victoria contracted for the first time in
years. Tabcorp again gained market share, reaching 52.9% in the second
half. Expenses were well managed and declined by 2.1%.
During the year, the division made good progress in establishing Tabcorp
Gaming Solutions, a new business that will provide gaming services
to venues in the Victorian market under the new gaming industry
structure that will operate from mid August 2012. To date, Tabcorp
Gaming Solutions has contracted in excess of 6,000 Electronic Gaming
Machines.

Our people

Last year, we made the difficult decision to implement a salary freeze
for the 2010 financial year for staff with salaries above $70,000. It was
the right thing to do in the environment we faced, and allowed us to
maintain customer service levels and employment. The salary freeze
was lifted at the end of the year and the company will return to its
normal annual review of compensation.
Our people have shown a great commitment to the company during the
year and I thank them for their support. This puts us in a good position
for when growth returns.

Elmer Funke Kupper
Managing Director and
Chief Executive Officer
5 August 2010

Looking forward

We had hoped that the 2010 financial year would bring greater clarity
in the regulatory environment in Wagering. It did not. We are hopeful
that many of the uncertainties will be resolved in the 2011 financial year,
including the legal application of race fields fees and the 2012 Victorian
wagering licence.
In this environment, Tabcorp will continue to invest in businesses that
provide relatively stable regulatory conditions and opportunities for
long term growth. The increased investment in the casinos illustrates
the confidence we have in the long term future of this business in
Australia.
5

Divisional analysis

Wagering

Casinos

Customers

17,000,000
visitors each year

Share of market

42 %

(Tabcorp estimate)

Gaming
tabcorp holdings limited

Products

■■Jupiters on the Gold Coast

■■724 tables

■■Star City in Sydney

■■Treasury in Brisbane
■■Jupiters Townsville

■■Management of two

entertainment and
convention centres

■■8,112 employees

Customers

1,200,000
3,100,000
regular customers

total Sky Racing and Sky Sports
Radio audience each week

National market share

43 %

(Tabcorp estimate)

Customers
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Operations

1,200,000
1,390,000
EGM customers

Keno customers

Share of Victorian
gaming market

52.9%

Operations

■■ On-course and off-course

totalisators in Victoria and New
South Wales
■■ Betting on sports and racing
under the TAB Sportsbet brand
■■ Luxbet.com telephone and online
bookmaking service
■■ Broadcasting through Sky Racing
nationally and internationally and
Sky Sports Radio network in New
South Wales
■■ 1,931 employees

Operations

■■Electronic gaming machines

(EGMs) in licensed hotels and
clubs under the Tabaret brand
in Victoria

■■Keno in licensed hotels and

clubs in Victoria, New South
Wales and Queensland

■■262 employees

■■4 casino and hotel properties
■■4,433 EGMs (average)
■■1,398 hotel rooms

■■58 restaurants and bars
■■1 theatre

■■Conference and banquet

facilities

Products

■■2,549 TAB retail outlets
■■On-course betting at

264 racecourses

■■310,000 customers betting

through internet, pay TV and
phone
■■Sky Racing available in 2.3 million
homes and 5,100 outlets, covering
72,311 races per annum
■■Broadcasting Australian racing
to 30 countries

Products

■■Tabaret in Victoria:

●●132 hotels
●●131 clubs
●●13,349 EGMs (average)
●●173,000 loyalty members

■■Keno in Queensland and New

South Wales:
●●2,633 outlets (clubs, hotels,
TABs and casinos)
●●3,811 terminals

■■ Star City redevelopment progressing to plan

with minimal disruption - opened new Sports
Theatre, Poker Room, Baccarat area and
noodle restaurant

■■Manage Star City redevelopment - including

a new 3,000-seat Events Centre and
premium VIP customer facilities

■■Improve customer experience
■■Leverage technology investments, loyalty

and marketing

■■ Queensland EBITDA declined 29.1% due to

contracting market and higher taxes

What happened during the year
■■ Strong growth in areas of investment:

fixed odds; on-line; Luxbet

■■ Launched loyalty program in New South Wales
■■ Expanded Sky Racing from one channel to

three channels

■■ Soccer World Cup contributed revenues of

$22.3 million ($14.6 million in FY10)

Key objectives for the year ahead
■■Maintain leadership position

■■Continue expanding fixed odds offering
■■Improve New South Wales performance
■■Offer new products and use new media

(internet/mobiles)

■■Victorian licence process

■■ Race fields fees up $15 million to $35 million

What happened during the year

■■Tabaret market share increased to record

level of 52.9%

■■Expanded Keno into 585 New South Wales

hotels, totalling 1,586 venues in the State

■■Tabcorp Gaming Solutions has signed up in

excess of 6,000 Victorian EGMs

Key objectives for the year ahead
■■Grow market share

■■Maximise returns from Tabaret prior to

2012 Victorian industry change

■■Expand Tabcorp Gaming Solutions business

model in Victoria

■■Introduce new Keno self service technology

All information as at 30 June 2010, unless otherwise stated * Normalised and excludes non-recurring items.

For the year ended 30 June
Revenue
Taxes and operator commissions
Operating expenses
Other income
EBITDA
Depreciation and amortisation
EBIT

2010
$ million*
1,371.9
(283.3)
(716.7)
(0.9)
359.8
(89.1)
270.7

2009
$ million*
1,357.7
(264.7)
(692.3)
(3.4)
397.0
(69.3)
328.1

Change
%
1.0
7.0
3.5
(73.5)
(9.4)
28.6
(17.5)

Casinos

10.0% due to expanded product offering, new
gaming technology and improved marketing

Summary of Casinos division’s financial performance

Change
%
4.9
5.5
2.7
(66.7)
5.1
9.1
4.1

Wagering

■■ Star City revenue grew 5.4% and EBITDA grew

Key objectives for the year ahead

Change
%
(2.5)
(2.7)
(2.0)
>100
(1.5)
0.2
(1.8)

Gaming

What happened during the year

Summary of Wagering division’s financial performance
For the year ended 30 June
Revenue
Taxes and operator commissions
Operating expenses
Other income
EBITDA
Depreciation and amortisation
EBIT

2010
$million*
1,671.1
(1,023.9)
(316.4)
(0.1)
330.7
(68.6)
262.1

2009
$million*
1,593.4
(970.4)
(308.1)
(0.3)
314.6
(62.9)
251.7

Summary of Gaming division’s financial performance
For the year ended 30 June
Revenue
Taxes and operator commissions
Operating expenses
Other income
EBITDA
Depreciation and amortisation
EBIT

2010
$million*
1,194.4
(804.8)
(74.4)
2.7
317.9
(45.8)
272.0

2009
$million*
1,225.5
(827.5)
(75.9)
0.8
322.9
(45.8)
277.1
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Responsible gambling
Recognised as global
industry leader
The Tabcorp Group is
internationally recognised for
its commitment to corporate
social responsibility. In 2009,
the Dow Jones Sustainability
Index again rated Tabcorp
100% for promoting
responsible gambling and
assessed the Company
as a global sector leader.

The Tabcorp Group is committed to a sustainable gambling industry by
delivering its products and services responsibly. The Tabcorp Group works
closely with stakeholders and governments to maximise the customer
enjoyment of our products and services, whilst taking action to minimise
the potential harm that gambling can cause for some individuals.

Tabcorp’s Group-wide Responsible Gambling Committee, and ultimately
the Board’s Risk and Compliance Committee, will continue to ensure that
each business within the Tabcorp Group operates within the framework
of a responsible gambling code and that customer care initiatives are as
consistent as practically possible.

Codes of practice

More information about the Tabcorp Group’s work in this area and its
responsible gambling codes are available from the Responsible Gambling
section of Tabcorp’s website at www.tabcorp.com.au.

The Tabcorp Group maintains a leadership position in the area of
responsible gambling, being one of the first Australian gambling
companies to launch a voluntary Group-wide responsible Gambling Code
of Practice in 2001.
The Tabcorp Group has responsible gambling codes in place for each of
its divisions, and, where appropriate, for businesses within a division.
The evolution from a Group-wide code to individual codes has enabled
the Tabcorp Group to continue to comply with the responsible gambling
requirements in the jurisdictions in which it operates, and has enabled
codes to be tailored to customer needs.

Awareness

The Tabcorp Group again supported the annual Victorian Responsible
Gambling Awareness Week in 2010. The annual event represents a
partnership between government, the broader gambling industry
and community organisations to highlight to gamblers that when they
gamble they should do so responsibly and stay in control. Also, the Group’s
four casinos conducted their annual employee Responsible Gambling
Awareness Week.

Supporting our people

56%

Working together

Our 11,000 employees continually strive to provide exciting and engaging
gambling and entertainment experiences every day for the benefit of all
stakeholders. To maximise our performance, the Tabcorp Group attracts,
retains and develops quality people, providing them with personal and
professional growth opportunities that are aligned with organisational goals
and strategies. To assist employees to meet their challenges and grow, they are
supported through leadership experiences, training, secondments, rotations,
projects, promotions and other opportunities.

FY08

Engagement

FY09

70%

70%

Employee engagement

FY10

FY08

8

FY09

7.3

10.1

16.5

LTIFR (at 30 June)

FY10
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Employee opinion surveys are conducted annually to measure the engagement
of our people and to better understand our workplace. The 2010 survey showed
that employee engagement remained steady at 70%. This survey, which is
facilitated by an external independent organisation, has provided us with
important insights and areas of focus which has enabled us to formulate
priorities and plans to improve our workplace and how employees interact with
each other.

Reward and recognition

Employees who deliver exceptional performance and demonstrate the values/
behaviours within their workplace are recognised and rewarded through the
Tabcorp Group’s Shine program. Regular celebrations are conducted in each
division and prizes awarded to the most outstanding achievements. The Shine
program together with the Tabcorp Group’s remuneration strategies and
policies encourage and reward high performing employees who deliver great
results for our businesses.

Occupational health and safety (OH&S)

OH&S committees throughout the Tabcorp Group oversee safety, health and
wellbeing within the workplace. These committees regularly monitor the
effectiveness of OH&S systems, policies and programs to reduce workplace
risks and promote safe and healthy working environments. The Board Risk and
Compliance Committee regularly monitors key OH&S issues and performance.
Our increased focus on the management of OH&S risks and opportunities
over recent years has resulted in a 56% reduction in the Group’s lost time injury
frequency rate (LTIFR) since FY08, as shown in the graph opposite.

Helping our environment

FY06 FY07

FY08 FY09 FY10

FY06 FY07

106,101

110,975

108,211

109,647

108,774

Total greenhouse gas emissions
Metric tonnes C02 equivalent for
scope 1 and 2 emissions as described
by www.ghgprotocol.org

FY08 FY09 FY10

FY06 FY07

106,101

110,975

108,211

109,647

The Tabcorp Group is committed to managing environmental risks
Total greenhouse gas emissions
and opportunities
in accordance with applicable legislation while
Metric tonnes C02 equivalent for
scopeto
1 and
2 emissions
described
aiming
operate
asasefficiently
as possible and reduce its impact on the
by www.ghgprotocol.org
environment. Environmental management systems are in place across
the Tabcorp Group, which assist in reducing environmental risks, and
minimising the consumption of energy, water and waste. Environmental
considerations are taken into account when procuring goods and services,
and when redeveloping or upgrading facilities. The Group’s properties
work with local communities, governments, and employees to identify
and implement initiatives that are positive for the environment.
108,774

653,055

590,900

575,517

622,558

675,850

Water consumption
Cubic metres

FY08 FY09 FY10

Tabcorp’s four casino and hotel properties represent the Group’s most
significant environmental footprint and its greatest opportunities. Key
environmental indicators for the casino and hotel properties are shown
in the graphs opposite. A range of initiatives were deployed during the
year which will assist the efficient use of water and energy in a growing
business, including new intelligent sub metering technologies installed,
air-conditioning systems upgraded, and replacement of lights with new
energy efficient LED lighting.

with applicable legislation and in support of requirements stemming
from the below programs.

Energy Efficiency Opportunities (EEO)

The Tabcorp Group has been a participant in the Federal Government’s
EEO initiative since 2008. Each year the Tabcorp Group reports its energy
consumption and identifies opportunities for further improving energy
consumption. This report is available under the Corporate Governance
section of Tabcorp’s website.

National Greenhouse Energy Reporting System (NGERS)
The Group has also registered for the Federal Government’s NGERS
program through which Tabcorp submits details of its energy
consumption and emissions each year.

Refer also to page 26 in the Directors’ Report for information regarding the
Tabcorp Group’s environmental regulation and performance.

External independent parties are engaged to regularly verify the Tabcorp
Group’s environmental management systems and performance in line

Community involvement
The Tabcorp Group actively supports the communities in which it operates
through the provision of sponsorships, donations, employee engagement and
in kind giving to benefit a range of charities, not for profit groups and local
community organisations. Tabcorp evolves and enriches its programs to meet
the needs of the community and to align with Tabcorp’s areas of focus.

Tabcorp “ROAR”

During the year, the Tabcorp Group commenced a partnership with the
Tigers in the Community Foundation (TICF) assisting the delivery of local
community programs in inner Melbourne. TICF is a non-profit charitable
organisation that is associated with the Richmond Football Club. Activities
include supporting families and children with life-threatening illnesses,
homelessness, improving literacy for disadvantaged children, and other
activities in partnership with local charities and community organisations.

“Open Your Hearts”

Treasury Casino and Hotel in Brisbane and Jupiters Hotel and Casino on the
Gold Coast established a new employee engagement program which has
encouraged and helped connect employees with over 100 local charities and
community groups.

Community connections

Across the Tabcorp Group, employees, brands and businesses contributed
approximately $2.5 million in benefits to local communities and
charitable organisations during the financial year ended 30 June 2010.
This contribution included donating casino and hotel facilities and
services, employee time and expertise, supporting fundraising events and
sponsoring local community partnerships.

State community benefit funds

A total of $87.9 million was contributed by the Tabcorp Group to State
community benefit funds in Victoria, New South Wales and Queensland.
These funds help deliver many community facilities and services, such as
roads, health facilities and other community infrastructure projects.
Further information about how the Tabcorp Group supports the
communities in which it operates is available on Tabcorp’s website at
www.tabcorp.com.au
Concise annual report 2010
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Board of Directors
John Story
Chairman since November 2007 and
Non Executive Director since January 2004
Bachelor of Arts; Bachelor of Laws; Fellow of
the Australian Institute of Company Directors
(AICD)

Elmer Funke Kupper
Managing Director and
Chief Executive Officer since September 2007
Bachelor of Business Administration; Master of
Business Administration

Paula Dwyer
Non Executive Director since August 2005
Bachelor of Commerce; Fellow of the Institute
of Chartered Accountants in Australia; Fellow of
AICD; Fellow of the Financial Services Institute
of Australasia

Jane Hemstritch
Non Executive Director since November 2008
Bachelor of Science (First Class Honors); Fellow
of the Institute of Chartered Accountants in
Australia; Fellow of the Institute of Chartered
Accountants in England and Wales; Member of
Chief Executive Women Inc.
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John Story was previously a Director of
Jupiters Limited, acquired by the Tabcorp
Group in November 2003. He was a Partner
of the law firm Corrs Chambers Westgarth
for 36 years until his retirement on 30 June
2006. He practised in the areas of corporate
and commercial law and served as the firm’s
Queensland Managing Partner and National
Chairman.

Mr Story is Chairman of Suncorp-Metway
Limited and a Director of CSR Limited. He is also
Chancellor of the University of Queensland and
Commissioner of the Public Service Commission
(Queensland).
Mr Story is Chairman of the Tabcorp Nomination
Committee. He is also a member of the Tabcorp
Audit Committee, the Tabcorp Remuneration
Committee and the Tabcorp Risk and
Compliance Committee.

Elmer Funke Kupper joined Tabcorp in
February 2006. He commenced as
Chief Executive Australian Business and in
March 2007 was appointed as Acting Chief
Executive Officer. In September 2007 he was
appointed to the Board as Managing Director
and Chief Executive Officer.
Prior to joining Tabcorp he held several senior
executive positions with the Australia and New

Zealand Banking Group, including Group Head
of Risk Management, Group Managing Director
Asia Pacific and Managing Director Personal
Banking and Wealth Management. Previously
Mr Funke Kupper was a senior management
consultant with McKinsey & Company and
AT Kearney.
He is Chairman of the Australasian Gaming
Council.

Paula Dwyer had an executive career in
finance holding senior positions in investment
management, investment banking and chartered
accounting with Ord Minnett (now JP Morgan)
and PriceWaterhouseCoopers.
Ms Dwyer is a Director of Suncorp-Metway
Limited, Healthscope Limited and Astro Japan
Property Group Limited. She is also a Member of
the Takeovers Panel and Deputy Chairman of the
Baker IDI Heart and Diabetes Institute.

Ms Dwyer was formerly a Director of David Jones
Limited and is a former member of the Victorian
Casino and Gaming Authority and of the
Victorian Gaming Commission from 1993 to 1995.
Ms Dwyer is Chairman of the Victorian Joint
Venture Management Committee and Chairman
of the Tabcorp Audit Committee. She is a
member of the Tabcorp Nomination Committee,
Tabcorp Remuneration Committee and the
Tabcorp Risk and Compliance Committee.

Jane Hemstritch was Managing Director Asia Pacific for Accenture Limited where she
was a member of Accenture’s global executive
leadership team and headed up its business
portfolio in Asia Pacific spanning twelve
countries.
She is a Director of the Commonwealth Bank
of Australia and Santos Limited. She is also
Deputy Chairman of The Global Foundation, a
Member of the Research and Policy Council for

the Committee for Economic Development of
Australia, and a Member of the Council of the
National Library of Australia.
Mrs Hemstritch is Chairman of the Tabcorp
Technology Committee. She is also a member
of the Tabcorp Audit Committee, Tabcorp
Nomination Committee and the Tabcorp Risk
and Compliance Committee.

John O’Neill AO
Non Executive Director since May 2008
Diploma of Law; Fellow of Australian Institute of
Bankers; Foundation Fellow of AICD

Brett Paton
Non Executive Director since October 2008
Bachelor of Economics; Member of the Institute
of Chartered Accountants in Australia; Fellow of
the Financial Services Institute of Australasia

Zygmunt Switkowski
Non Executive Director since October 2006
Bachelor of Science (Honors); PhD (Nuclear
Physics); Fellow of AICD

John O’Neill is Managing Director and
Chief Executive Officer of Australian Rugby
Union Limited.
He is a former Chief Executive Officer of Football
Federation Australia and was Managing
Director and Chief Executive Officer of the State
Bank of New South Wales and Chairman of the
Australian Wool Exchange Limited. He was also
the inaugural Chairman of Events New South
Wales, which flowed from the independent

reviews he conducted into events strategy,
convention and exhibition space, and tourism
on behalf of the New South Wales Government.
Mr O’Neill is Chairman of the Tabcorp Risk and
Compliance Committee. He is also a member of
the Tabcorp Audit Committee and the Tabcorp
Nomination Committee.

Brett Paton is Vice Chairman Institutional
Clients Group for Australia and New Zealand at
Citigroup Inc. He is also a member of the ASX
Capital Markets Advisory Panel.
He was Managing Director and Vice Chairman
of Global Investment Banking at UBS and was a
Member of its Australian Executive Committee,
Chairman of the Equity Markets Committee
and Chairman of the Capital Commitment

Committee, its underwriting committee.
Mr Paton is a member of the Tabcorp Audit
Committee, Tabcorp Nomination Committee,
Tabcorp Risk and Compliance Committee and
the Tabcorp Technology Committee.

Zygmunt Switkowski was the Chief Executive
Officer and Managing Director of Telstra
Corporation Limited from 1999 to 2005, and
is a former Chief Executive Officer of Optus
Communications. He worked for Kodak
(Australasia) for 18 years, serving as the Chairman
and Managing Director from 1992 to 1996.
Dr Switkowski is a Director of Suncorp-Metway
Limited and Healthscope Limited. He is also

Chairman of the Australian Nuclear Science and
Technology Organisation and Chairman of Opera
Australia.
Dr Switkowski is Chairman of the Tabcorp
Remuneration Committee. He is also a member
of the Tabcorp Audit Committee, Tabcorp
Nomination Committee, Tabcorp Risk and
Compliance Committee and the Tabcorp
Technology Committee.
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Executive Committee
Elmer Funke Kupper
Managing Director and
Chief Executive Officer

Matt Bekier
Chief Financial Officer

David Attenborough
Managing Director – Wagering

Mohan Jesudason

Managing Director – Gaming
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Elmer joined Tabcorp in early 2006
as Chief Executive Australian
Business. In September 2007, he
was appointed to the Board as
Managing Director and Chief
Executive Officer after several
months as Acting Chief Executive
Officer. Prior to joining Tabcorp he
held several senior executive

positions with the Australia and
New Zealand Banking Group,
including Group Head of Risk
Management, Group Managing
Director Asia Pacific and Managing
Director Personal Banking and
Wealth Management. Previously
he was a senior management
consultant with McKinsey &

Matt joined Tabcorp in late 2005
after holding various roles with
McKinsey & Company, where he
played an instrumental role in
building a substantial practice in
both post-merger management
and financial services, working
across four continents (Australia,
Europe, Asia and North America).

Matt holds a Master of Economics
and Commerce as well as a PhD in
Finance.

David joined Tabcorp in April
2010. He was previously the Chief
Executive Officer (South Africa)
of Phumelela Gaming and Leisure
Limited, the leading wagering
operator in South Africa. His
previous experience includes the
development of casino and gaming

opportunities for the Hilton Group
Plc and various roles with British
bookmaking company Ladbrokes.

Before joining Tabcorp in August
2003, Mohan held key senior
management roles with Telecom
New Zealand, National Mutual
Health Australia and New Zealand,
and the State Bank of Victoria.

Mohan holds a Bachelor of
Economics and a Graduate
Diploma in Accounting.

David holds a Bachelor of Science
and a Masters of Business
Administration.

Company and AT Kearney. He is
Chairman of the Australasian
Gaming Council.
Elmer holds a Masters of Business
Administration.

Louise Marshall
Executive General Manager –
Human Resources

Larry Mullin
Chief Executive – Casinos

Kerry Willcock
Executive General Manager –
Corporate and Legal

Louise joined Tabcorp in November
2007. Prior to commencing at
Tabcorp, she was Executive
Director Human Capital with
PricewaterhouseCoopers. Louise
brings to Tabcorp significant
experience in the implementation
of best practice human resource
processes and cultural change.

Louise holds a Bachelor of Business
(Human Resources Management).

Before joining Tabcorp in February
2009, Larry was the President and
Chief Operating Officer of Borgata
Hotel Casino and Spa in Atlantic
City. Larry has a 20-year career in
casino operations, during which
he held a variety of senior casino
management positions and helped
shape casino entertainment in the
United States.

Larry holds a Bachelor in Business
Administration.

Kerry joined Tabcorp in February
2005. She has extensive
commercial, legal, litigation and
government relations experience
having worked with Allens Arthur
Robinson, Clayton Utz and with
the Australian Postal Corporation,
where she held the position of
General Counsel.

Kerry holds a Bachelor of Arts
and a Bachelor of Laws and is a
qualified mediator and member
of the Mediation Panel of the Law
Institute of Victoria.

She is also a member of the
Australian Corporate Lawyers
Association (ACLA) General Counsel
Group.
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Corporate governance
Tabcorp again received the highest rating for corporate
governance out of all global gambling companies in the
Dow Jones Sustainability Index 2009.

1. Tabcorp’s approach to corporate governance

Tabcorp’s Board of Directors and management strongly
support the principles of good corporate governance, and
are committed to building on the Group’s strong reputation
for integrity. This is particularly important given the highly
regulated industry in which the Tabcorp Group operates, and
is essential for increasing our opportunities to win and retain
gambling licences, and for the long term sustainability of our
businesses.
The Group’s corporate governance practices are reviewed
regularly and will continue to be developed and refined to
meet the needs of the Group and best practice.
In developing the appropriate corporate governance
practices, the Group takes into account all applicable
legislation and recognised standards, which include, but are
not limited to:
■■Corporations Act 2001 (Cth);
■■Australian Securities Exchange Listing Rules;
■■State legislation governing the licences issued to

the Tabcorp Group to conduct gambling and related
activities; and

■■Australian Standard AS 8000 – Good Governance

Principles.

This corporate governance statement outlines the Tabcorp
Group’s main corporate governance practices and policies
in place throughout the financial year and at the date of this
report.


This corporate governance statement and other related

information is available from the corporate governance
section of Tabcorp’s website at www.tabcorp.com.au/
about_governance.aspx.
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2. ASX Corporate Governance Principles

The Tabcorp Group adopts the “Corporate Governance
Principles and Recommendations, 2nd edition” which was
published by the Australian Securities Exchange Corporate
Governance Council (ASX CGC) in August 2007. The Group
complies with these principles and recommendations.
Statements in this corporate governance section have
been referenced to the applicable ASX CGC Best Practice
Recommendation and are indicated by the symbol  .


The ASX CGC “Corporate Governance Principles and

Recommendations, 2nd edition” are available from the
ASX website at www.asx.com.au/about/corporate_
governance.

3. Composition of the Board

At the date of this report, the board consisted of seven
Directors, comprising:
■■Six independent Non Executive Directors, including the

Chairman; and

■■The Managing Director and Chief Executive Officer.

Each of the Board’s committees is composed exclusively of
independent Non Executive Directors.
Details of the Directors, their qualifications and experience
are included in the Directors’ Report on pages 10 and 11.
Tabcorp’s Constitution requires that the number of Directors
(not including alternate Directors) shall not exceed twelve,
nor be less than three. A Director, other than any Managing
Director, may not hold office for a continuous period in
excess of three years or past the third annual general
meeting following the Director’s last election or re-election
to the Board, whichever is the longer, without submitting for
re-election. The Board has the power to appoint any person
as a Director, either to fill a casual vacancy or as an addition
to the Board, subject to receiving all necessary regulatory
approvals, but that person must stand for election at the
following annual general meeting.
The appointment and removal of the Managing Director and
Chief Executive Officer is a matter for the Board as a whole,

in association with the recommendations of the Nomination
Committee.


Tabcorp’s Constitution is available from the Corporate

Governance section of Tabcorp’s website at www.tabcorp.
com.au/about_governance.aspx.


The terms of reference for each of the Board Committees
are available from the Corporate Governance section
of Tabcorp’s website at www.tabcorp.com.au/about_
governance.aspx.

;;ASX CGC’s Best Practice Recommendations 1.1, 2.1, 2.2, 2.3,
2.4, 2.6, 4.2, 4.4

4. Responsibilities and functions of the Board and
management
The Board has agreed the responsibilities and functions of
the Board as a whole, and those of Directors, the Chairman
and the Managing Director and Chief Executive Officer.
The Board’s role includes:
■■Reviewing and approving the strategies, budgets and

business plans prepared by management;

■■Assuring itself of the effectiveness of arrangements for

the governance of the Tabcorp Group including:
●●	The quality of the executive team;

●●	The appropriateness of organisational arrangements
and structure; and
●●	The adequacy of internal controls, policies, procedures
and processes;
■■Overseeing performance against targets and objectives;

and

■■Overseeing reporting to shareholders and other

stakeholders on the strategic direction, governance and
performance of the Tabcorp Group.

To assist the Board with carrying out its responsibilities
and functions, certain powers have been delegated to
management, including the authority to undertake
transactions and incur expenditure on behalf of the Tabcorp

Group up to specified thresholds. These are referred to
in Tabcorp’s Delegated Authorities and Approval Limits
(‘DAAL’) Group Policy, which has been agreed by the Board
and management. The policy includes the financial and
non-financial matters that the Board has delegated to
management, the capital and operational expenditure
approval limits applicable to each level of management,
and specific key responsibilities within each division of the
Tabcorp Group.
Management provides relevant information to the Board in
a concise and timely manner to enable the Board to make
informed decisions and effectively discharge their duties. The
Board regularly monitors the flow of information it receives
from management, and Directors may request additional
information where necessary.


A summary of the responsibilities and functions of the

Board, Directors, the Chairman and Managing Director
and Chief Executive Officer matters are available from
the Corporate Governance section of Tabcorp’s website at
www.tabcorp.com.au/about_governance.aspx.

;;ASX CGC’s Best Practice Recommendation 1.1, 2.3

5. Director independence

Directors are required to be meticulous in their disclosure
of any material contract or relationship, including relevant
interests of family companies and spouses and involvement
with other companies or professional firms. Directors
are required to adhere strictly to the constraints on their
participation and voting in relation to matters in which they
may have an interest, in accordance with the Corporations
Act and policies of the Tabcorp Group.
A register of Directors’ material interests is maintained
and is regularly sent to every Director. Where Directors are
involved with other companies or professional firms, which
from time to time have dealings with the Tabcorp Group, all
such dealings are at arms length and on normal commercial
terms.
Details of offices held by Directors with other organisations
are set out on pages 10 to 11.

The Board periodically assesses the independence of each
Director. For this purpose, an independent Director is a
Non Executive Director whom the Board considers to be
independent of management and free of any business or
other relationship that could materially interfere with the
exercise of their unfettered and independent judgment.

Hemstritch did not participate in any decisions in respect
of the provision of these services, and any remuneration
received by Mrs Hemstritch from CBA was not impacted in
any way by the fees paid by Tabcorp. The Board is satisfied
that these circumstances did not affect the independence of
Jane Hemstritch.

All of the Non Executive Directors of Tabcorp at the date
of this report have been determined to be independent
Directors. In reaching that determination, the Board has
taken into account (in addition to the matters set out above):

Tabcorp does not consider that term of service on the Board
should be considered as a factor affecting a Director’s
independence and the ability to act in the best interests of
the Tabcorp Group.

■■The specific disclosures made by each Director as referred

to above;

■■That no Director is, or is associated directly with, a

substantial shareholder of Tabcorp;

■■That no Director has ever been employed in any other

capacity by Tabcorp or any of its subsidiaries;

■■That no Director personally carries on any role for the

Tabcorp Group other than as a Director of Tabcorp;

■■There are no related party dealings referable to a Director

which are material under accounting standards; and

■■That no Director is, or is associated directly with, a

The Board also has procedures in place to ensure it operates
independently of management. Prior to every Board meeting,
the Non Executive Directors meet together in the absence
of executive Directors and other executives of the Tabcorp
Group. Where appropriate, executives are also excluded from
Board discussions that relate to specific management issues,
such as executive remuneration.

;;ASX CGC’s Best Practice Recommendations 2.1, 2.2, 2.3, 2.6,
4.3

6. Other directorships

supplier, professional adviser, consultant to or customer
of the Tabcorp Group which is material for the purposes
of the ASX CGC recommendations regarding best practice
corporate governance, given that any fees paid by Tabcorp
to any such organisation associated with a Director were
less than 1% of annual earnings for both Tabcorp and
the respective organisation, and that any remuneration
received by a Director from any such organisation was
not impacted in any way by the fees paid by Tabcorp,
except as follows;

Directors are required continually to evaluate the number
of Boards on which they serve to ensure that they can give
the time and attention required to fulfil their duties and
responsibilities. Directors are required to seek approval from
the Chairman prior to accepting an invitation to become a
Director of any corporation, and in the case of the Chairman,
seek approval from the deputy chairman.

Jane Hemstritch, who is a Non Executive Director of the
Commonwealth Bank of Australia (CBA), is considered by the
Board as independent despite fees received by the CBA Group
from Tabcorp during the year exceeding the 1% threshold. The
CBA Group received fees from Tabcorp for the provision of
interest rate swaps, cross currency swaps, debt funding and
transactional accounts. Some of these services were provided
through a syndicate arrangement. All arrangements were
at arms length and on normal commercial terms and Mrs

;;ASX CGC’s Best Practice Recommendations 2.1, 2.2, 2.4, 2.5

Details of the directorships for each Director are available on
pages 10 and 11.

7. Board and Committee meetings

The Board and its Committees meet regularly to discuss
matters relevant to the Tabcorp Group. Additional meetings
may be scheduled to address specific matters.
Any Director with a material personal interest in a matter
being considered by the Board must not be present when the
Concise annual report 2010
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matter is being considered and may not vote on the matter,
unless all other Directors present resolve otherwise.
The Company Secretary is responsible for coordinating and
distributing materials for Board meetings, shareholder
meetings and Board Committee meetings. The appointment
and removal of the Company Secretary is a matter for
discussion by the Board as a whole, and all Directors have
access to the Company Secretary.
Directors are required to attend all Board meetings,
shareholder meetings and Board Committee meetings
for which they are members, subject to any unusual or
unforeseen circumstances which may prevent them from
attending.
The number of Board and Committee meetings and the
attendances of each Director are set out on page 26.

;;ASX CGC’s Best Practice Recommendations 2.5, 2.6, 4.4,
8.1, 8.3

8. Committees of the Board

To assist the Board in achieving the highest standards of
corporate governance, the Directors involve themselves with
the critical areas of the Group’s activities through Board
Committees, with specific responsibilities for:
■■Audit (see section 9);
■■Risk and compliance (see section 10);
■■Remuneration (see section 11);
■■Nomination / succession planning (see section 12); and
■■Technology (see section 13).

Board Committee membership is restricted to Non Executive
Directors only.
All Non Executive Directors are members of the Audit
Committee, the Risk and Compliance Committee, and the
Nomination Committee, in addition to membership of other
Board Committees as appointed. Tabcorp’s Board Committee
arrangements reflect similar board committee structures in
other large Australian companies.
16
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Each Board Committee has terms of reference which set out
the roles, responsibilities, composition and processes of each
Committee. These terms of reference are reviewed regularly.


The terms of reference for Tabcorp Board Committees
are available from the Corporate Governance section
of Tabcorp’s website at www.tabcorp.com.au/about_
governance.aspx.

9. Audit Committee

The Audit Committee provides the Board with additional
assurance regarding the quality and reliability of financial
information used by the Board and financial statements
issued by Tabcorp.
The key responsibilities of the Audit Committee are:
■■Oversee compliance with statutory responsibilities

relating to financial disclosure, and approval of full year
and half year financial statements as well as the financial
statements in the annual report;

■■Review the activities of the internal audit function and

the external auditor (Ernst & Young) and review their
performance on an annual basis;

■■Review the adequacy of the Group’s internal controls;
■■Monitor related party transactions and potential conflicts

of interest; and

■■Review the process for management assurance to the

Board (refer to section 16 of this corporate governance
statement for more information).

The Chairman of the Audit Committee is required to meet
regularly with the external auditor in the absence of
management. The Chairman of the Audit Committee is also
required to meet with Tabcorp’s Group General Manager
Internal Audit on a regular basis.
The annual internal audit plan and the scope of work to be
performed is set in consultation with the Audit Committee.
The Committee approves the annual internal audit plan and
reviews progress and reports made pursuant to that plan.
The Audit Committee is committed to maintaining auditor
independence and limiting the engagement of the external

auditor for only audit related services, unless exceptional
circumstances necessitate the involvement of the external
auditor. The Chairman of the Audit Committee must approve
all non-audit related work to be undertaken by the external
auditor (if any). Tabcorp will maintain the rotation of the lead
external audit partner every five years or less, as required
by the Corporations Act. The external auditor attends
Tabcorp’s annual general meeting and is available to answer
shareholder questions regarding aspects of the external
audit and their report.

Composition of the Audit Committee
Chairman:

Paula Dwyer

Members:

Jane Hemstritch
John O’Neill
Brett Paton
John Story
Zygmunt Switkowski


The terms of reference for the Audit Committee are

available from the Corporate Governance section of
Tabcorp’s website at www.tabcorp.com.au/about_
governance.aspx.

;;ASX CGC’s Best Practice Recommendations 1.1, 2.5, 4.1, 4.2,
4.3, 4.4, 6.2, 7.1, 7.3

10. Risk and Compliance Committee

The main responsibilities of the Risk and Compliance
Committee are:
■■Reviewing and approving the Group’s risk and compliance

policies and frameworks;

■■Assessing the appropriateness of risk and compliance

management systems, related control processes, and
reporting systems;

■■Monitoring the effectiveness of systems and processes

in place to ensure compliance requirements are being
satisfied and performing adequately (other than the
financial reporting obligations for which the Audit
Committee is responsible);

■■Evaluating the effectiveness of the Group’s systems and

controls to monitor and manage risks that are significant
to the fulfilment of the Group’s business objectives; and

■■Ensuring that sufficient resources are dedicated to

managing risk and compliance.

Additionally, the Tabcorp Group has Management Risk and
Compliance Committees for each division to:
■■Establish a platform to coordinate risk management and

compliance across all parts of the business in an efficient,
effective and consistent manner;

■■Provide a stronger risk management and compliance

focus through principled leadership;

■■Monitor and report on risk management and compliance

activities; and

■■Transfer organisational learning.

Refer also to section 14 for internal control framework and
section 15 for management of risk.

Composition of the Risk and Compliance
Committee
Chairman:
Members:

John O’Neill
Paula Dwyer
Jane Hemstritch
Brett Paton
John Story
Zygmunt Switkowski

Directors, the Managing Director and Chief Executive
Officer, and senior executives reporting to the Managing
Director and Chief Executive Officer;
■■Reviewing the Tabcorp Group’s general remuneration

practices and policies, including terms and conditions
of any employee share ownership and option schemes,
incentive performance packages, superannuation
entitlements, retirement and termination entitlements;

■■Reviewing and approving participation of executives in

incentive plans, including option and share plans and the
remuneration and incentives of the senior executives
reporting to the Managing Director and Chief Executive
Officer;

■■Reviewing with reference to market benchmarks,

the remuneration arrangements for the Managing
Director and Chief Executive Officer and making
recommendations to the Board; and

■■Overseeing the preparation of the annual Remuneration

Report.

Details relating to the remuneration of Directors, the
Managing Director and Chief Executive Officer, the Company
Secretary and other senior executives of the Tabcorp Group
are set out in the Remuneration Report on pages 29 to 42.

Composition of the Remuneration Committee
Chairman:

Zygmunt Switkowski

Members:

Paula Dwyer
John Story


The terms of reference for the Risk and Compliance

Committee are available from the Corporate
Governance section of Tabcorp’s website at www.tabcorp.
com.au/about_governance.aspx.

;;ASX CGC’s Best Practice Recommendations 1.1, 2.5, 7.1, 7.3

11. Remuneration Committee

The Remuneration Committee has responsibility for, among
other things:
■■Reviewing and making recommendations to the Board

on remuneration packages and policies applicable to


The terms of reference for the Remuneration Committee
are available from the Corporate Governance section
of Tabcorp’s website at www.tabcorp.com.au/about_
governance.aspx.

;;ASX CGC’s Best Practice Recommendations 1.1, 2.5, 8.1, 8.2,
8.3

12. Nomination Committee

The main responsibilities of the Nomination Committee are
to:
■■Manage a process to identify suitable candidates for

appointment to the Board and Board Committees;

■■Make recommendations to the Board regarding

succession planning for the Board (refer to section 24
for further information);

■■Make recommendations to the Board on candidates it

considers appropriate for appointment to the Board
and Board Committees, including whether the Board
should support the election or re-election of any Director
required to retire at a general meeting;

■■Annually review the skills, experience and attributes

required of Directors to discharge the Board’s duties
and the extent to which they are represented in the
composition of the Board and each Board Committee;

■■Facilitate an independent three yearly assessment of

the effectiveness and performance of the Board, Board
Committees and Directors (refer to section 23 for further
information); and

■■Ensure that an effective Board induction process is in

place (refer to section 25 for more information).

Composition of the Nomination Committee
Chairman:

John Story

Members:

Paula Dwyer
Jane Hemstritch
John O’Neill
Brett Paton
Zygmunt Switkowski


The terms of reference for the Nomination Committee
are available from the Corporate Governance section
of Tabcorp’s website at www.tabcorp.com.au/about_
governance.aspx.

;;ASX CGC’s Best Practice Recommendations 1.1, 2.4, 2.5, 2.6
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13. Technology Committee
The Technology Committee was established in May 2010 to
enable greater Board focus and oversight of the key strategic
issues relating to the use of technology within the Tabcorp
Group. The Tabcorp Group is dependent on technology
for the delivery and monitoring of its gambling and
entertainment products and services and their distribution
across local and wide area networks, via satellite, wireless,
and the internet.
The main responsibilities of the Committee are to:
■■Review strategies relating to technology and their

alignment with Tabcorp Group plans and strategies;

■■Review and approve Tabcorp Group Technology policies

and standards;

■■Oversee management’s plans for developing new

technologies and transitioning to new technologies for
key products and services;

■■Review and make recommendations to the Board

concerning large new technology projects, and monitor
these projects once implemented; and

■■Monitor and review the effectiveness of disaster recovery

plans, technology security measures, major technology
risks, technology risk mitigation strategies and other
applicable controls.

Composition of the Technology Committee
Chairman:

Jane Hemstritch

Members:

Brett Paton
Zygmunt Switkowski


The terms of reference for the Technology Committee
are available from the Corporate Governance section
of Tabcorp’s website at www.tabcorp.com.au/about_
governance.aspx.

;;ASX CGC’s Best Practice Recommendations 1.1, 2.5

14. Internal control framework

The Board reviews and approves the internal control
structure of the Tabcorp Group. This includes the role
performed by the Group’s internal audit, risk management
and compliance functions.
Also, the Group’s strategic plan (see section 27) and a detailed
budget are prepared annually and subject to the approval of
the Directors.
Forecasts for the Tabcorp Group and each of the operating
divisions are regularly updated and reported to the
Board throughout the year to enable Directors to monitor
performance against the annual budget.
The Tabcorp Group has detailed procedural guidelines for the
approval of capital expenditure including annual budgeting,
review and approval of individual proposals and specific
levels of authority between the Board, the Managing Director
and Chief Executive Officer and other levels of management.
Processes for the investment of surplus cash, management of
debt and currency, and interest rate risk management have
been approved by the Board and are the subject of ongoing
reporting to the Board. Tabcorp enters into interest rate
swaps and cross currency swaps to hedge interest rate and
foreign exchange risk on debt. The Tabcorp Group Treasury
department is responsible for managing the Tabcorp Group’s
finance facilities and interest rate, credit, liquidity and
currency risks in line with policies set by the Board.
The Tabcorp Group’s internal audit function is resourced
by Tabcorp employees supplemented by relevant industry
experts, and is independent of the external auditor. Internal
audit reports are regularly submitted to the Chief Financial
Officer, to the Audit Committee and, where appropriate, to
the Board. The Audit Committee approves the internal audit
plan annually.
The Tabcorp Compliance Policy and Framework was
developed to align with:
■■Australian Standard AS 3806 – Compliance Programs;
■■Australian Standard AS 8000 – Good Governance

Principles;
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■■Applicable legislation; and
■■The Tabcorp Group’s organisational structure and

strategy.

The Tabcorp Group utilises an enterprise wide compliance
system, which provides a consistent and uniform approach
to collating and reporting relevant information from
across all divisions. The system monitors whether practices
and processes designed to ensure compliance have been
operating effectively, increases the visibility of potential
issues, and assists the processes for resolving issues.


The standards AS 3806 – Compliance Programs and AS

8000 – Good Governance Principles are available from SAI
Global’s website at www.saiglobal.com.

;;ASX CGC’s Best Practice Recommendations 1.1, 3.1, 3.3, 7.1,
7.2, 7.3

15. Management of risk

The Tabcorp Group has in place a Risk Management
Framework, policies and procedures, which set out the roles,
responsibilities and guidelines for managing financial and
operational risks associated with the Group’s businesses.
During the financial year Tabcorp’s Group Risk and
Compliance department updated and monitored the risk
profiles for each of the Group’s operating divisions, namely
the Casinos, Gaming and Wagering divisions, including major
projects. These profiles identify the:
■■Nature and likelihood of occurrence for specific material

risks;

■■Key controls that are in place to mitigate and manage the

risk;

■■Sources and levels of assurance provided on the effective

operation of key controls; and

■■Responsibilities for managing these risks.

The risk profiles for each key operating division are reported
to the Board Risk and Compliance Committee and are
considered as part of the annual internal audit planning
process. Risks identified within each business are captured
on an on-line risk management system, which provides

ongoing reporting and enhances the monitoring of the risk
profiles throughout the year.
The Tabcorp Group’s Risk Management Framework is based
on concepts and principles identified in the Australian/New
Zealand Standard on Risk Management (AS/NZS 4360).
The risk framework, policies and procedures will
continue to be enhanced as the Tabcorp Group’s existing
operations develop and its range of activities expands.
The implementation of these policies and procedures is
monitored and reviewed at least annually by the Board Risk
and Compliance Committee.


The terms of reference for the Risk and Compliance

Committee are available from the Corporate Governance
section of Tabcorp’s website at www.tabcorp.com.au/
about_governance.aspx.


The standard AS/NZS 4360 – Risk Management is

available from SAI Global’s website at www.saiglobal.com.

;;ASX CGC’s Best Practice Recommendations 7.1, 7.2, 7.3

16. Management assurance

At the Board meetings to approve the Tabcorp Group’s annual
and half yearly results, the Board received and considered
statements in writing from the Managing Director and
Chief Executive Officer and the Chief Financial Officer in
relation to the Tabcorp Group’s system of risk oversight and
management and internal control.
The certificate of assurance stated that the financial
statements had been prepared in conformity with generally
accepted accounting principles and that they gave a true
and fair view of the state of affairs of Tabcorp and of the
Tabcorp Group.
The certificate of assurance also stated that the risk
management and internal compliance and control systems
were operating effectively, in all material respects, based on
the AS/NZS 4360 – Risk Management standard adopted by
the Tabcorp Group. The certificate of assurance also included
statements that all information had been made

available to the external auditor, and that there were not any
irregularities or significant issues identified that would have
a material impact on the Tabcorp Group.


Tabcorp’s Code of Conduct is available from the Corporate


The standard AS/NZS 4360 – Risk Management is

;;ASX CGC’s Best Practice Recommendation 3.1, 3.3

available from SAI Global’s website at www.saiglobal.com.

;;ASX CGC’s Best Practice Recommendations 1.1, 4.4, 7.2,
7.3, 7.4

17. Code of Conduct

The Tabcorp Group has a Group-wide Code of Conduct.
Compliance with the Code of Conduct and associated
policies, guidelines and procedures is a requirement for
all employees, Directors and contractors of the Tabcorp
Group. The Code is founded on the Tabcorp Group’s values,
and establishes the behaviour that is expected from
all employees, Directors and contractors, including the
maintenance of ethical standards, honesty, teamwork,
fairness, courtesy and integrity.
The Code includes, among other things, references
to specific Tabcorp Group policies regarding money
laundering, corruption, bribery, bullying and harassment,
equal opportunity in the workplace, insider trading,
whistleblowing, conflicts of interest and restrictions on the
use of the Group’s gambling products.
The Code of Conduct and relevant policies are included in the
Tabcorp Group’s induction program, with annual refresher
training and compliance awareness conducted across the
Tabcorp Group.
In addition to adhering to the high ethical standards set by
the Code of Conduct, Tabcorp’s Directors and key personnel
are also required to undergo extensive probity investigation
and clearance by the New South Wales Casino Liquor and
Gaming Control Authority, Queensland Office of Liquor
and Gaming Regulation, Tasmanian Gaming Commission,
Victorian Commission for Gambling Regulation, and in
overseas jurisdictions.

Governance section of Tabcorp’s website at www.tabcorp.
com.au/about_governance.aspx.

18. Tabcorp Integrity Protection Service (TIPS)

TIPS is an independent, anonymous crime and misconduct
reporting service delivered by Deloitte, an international
consulting and forensic investigations specialist. It is one of
Tabcorp’s processes to prevent, detect, and respond to crime
and misconduct.
TIPS is available 24 hours a day, 7 days a week to Tabcorp’s
people and stakeholders in Australia and overseas.
The program is managed by the Tabcorp Group’s Compliance
team and has accountability at the highest levels with the
Chairman of the Board Risk and Compliance Committee able
to access reports relating to all employees and review the
action taken. TIPS was introduced to achieve Australian and
international best practice, reflecting Tabcorp’s commitment
to integrity and befitting the responsibilities of a publicly
listed company.


Tabcorp’s commitment to integrity and information

regarding TIPS are available from the integrity section
of Tabcorp’s website at www.tabcorp.com.au/about_
integrity.aspx.


Further information on TIPS is available from its website
at www.tips.deloitte.com.au.

;;ASX CGC’s Best Practice Recommendation 3.1, 3.3

19. Responsible gambling

The Tabcorp Group takes a leadership position in the
responsible delivery of its gambling products and support for
customers.
The Tabcorp Group was one of the first Australian gambling
companies to launch a voluntary Responsible Gambling
Code of Practice in 2001. Tabcorp’s Responsible Gambling
Code of Practice set common standards for the responsible
delivery of gambling products for all of the Group’s gambling
Concise annual report 2010
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operations and venue facilities. Compliance with the Code
was independently reviewed by KPMG each year.
Australian State governments regulate the gambling
industry, and are increasingly moving towards mandated
responsible gambling codes that have varying requirements.
In light of this development, the Tabcorp Group decided
in 2008 to gradually replace its Group-wide Code with a
specific code for each of its divisions and, in some cases, for
businesses within a division. The evolution from a Groupwide Code to individual codes has enabled the Tabcorp Group
to maintain its compliance with the specific requirements
of State governments. The codes are specific to each division
or business and are therefore more responsive to individual
gambler’s circumstances. The Tabcorp Group will continue
to refine its responsible gambling practices and its codes to
strengthen its commitment to customer care.
Further details about the Tabcorp Group’s commitment to
responsible gambling are available on page 8 of this report
and on Tabcorp’s website.


Tabcorp’s Responsible Gambling Codes are available from
the Responsible Gambling section of Tabcorp’s website at
www.tabcorp.com.au/responsible.aspx.

;;ASX CGC’s Best Practice Recommendations 3.1, 3.3

20. Securities trading policy

Tabcorp has a policy regarding trading in Tabcorp securities
which applies to all Directors, employees and contractors.
This policy also extends to any person or entity, which may in
the circumstances be reasonably associated with the Tabcorp
Group or any Director, employee or contractor (for example a
spouse, dependent children, family trust, family company or
joint venture partner).
Directors, executives reporting directly to the Managing
Director and Chief Executive Officer (“Executives”), all direct
reports to those Executives (“Executive Direct Reports”), and
their associates may only trade in Tabcorp’s securities during
Trading Windows, and subject to the requirements set out in
the policy.
20
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A Trading Window is the 30 day period commencing one
day after announcing Tabcorp’s half year or full year results,
holding Tabcorp’s Annual General Meeting or other general
meeting, or lodging a Prospectus or cleansing notice with
the ASX and/or the Australian Securities and Investments
Commission. The Tabcorp Board or Chairman may decide to
close a Trading Window.

21. Continuous disclosure

Even during a Trading Window, anyone possessing inside
information may not trade, arrange for someone else to
trade, or pass information to someone they know or ought
reasonably to know may use the information to trade (or
procure another person to trade) Tabcorp securities.

The Tabcorp Group’s Executive General Manager – Corporate
and Legal, in her capacity as Company Secretary, is
responsible for coordinating disclosure of information to the
ASX, Australian Securities and Investments Commission and
shareholders. The Company Secretary is referred to as the
Disclosure Officer in this policy.

Each Director is required to obtain written approval from the
Chairman prior to the Director or an associate of a Director
trading in Tabcorp securities, even during a Trading Window.
In the case of a proposed trade by the Chairman or their
associate, approval is required from the Deputy Chairman.
If any Executive or Executive Direct Report or any associate
of an Executive or Executive Director Report wishes to trade
in Tabcorp’s securities at any time, even during a Trading
Window, the Executive or Executive Direct Report must
obtain the prior written approval of either the Company
Secretary or the Managing Director and Chief Executive
Officer.
The policy also contains restrictions on margin lending.
Directors, Executives and Executive Direct Reports must
receive prior consent from the Chairman (in the case of
the Chairman, prior consent from the Deputy Chairman)
before entering into margin loans or similar financing
arrangements.
The details of Tabcorp securities held by Directors are
available in the Directors’ Report on page 26.


Tabcorp’s Securities Trading Policy is available from the
Corporate Governance section of Tabcorp’s website at
www.tabcorp.com.au/about_governance.aspx.

;;ASX CGC’s Best Practice Recommendations 3.2, 3.3

The Tabcorp Group has a Disclosure and Investor
Communications Policy and procedures are in place to ensure
that information is reported to the ASX in accordance with
the continuous disclosure requirements of its Listing Rules.
The Board reviews Tabcorp’s compliance with its continuous
disclosure obligations at each of its meetings.

The Disclosure Officer must be kept informed by
management of disclosure related issues, and each Executive
Committee member must notify the Disclosure Officer
immediately of any information that may require disclosure.
In addition to the Disclosure Officer, there are a limited
number of authorised Tabcorp spokespersons. Only
authorised Tabcorp spokespersons may speak on the Group’s
behalf to people such as analysts, brokers, journalists and
shareholders, and comments must be limited to their
expertise. If an employee of the Tabcorp Group is not an
authorised Tabcorp spokesperson, and receives an inquiry
about the Group from a journalist, analyst or other external
party, they must refer the inquiry to an authorised Tabcorp
spokesperson.
Authorised Tabcorp spokespersons liaise closely with the
Disclosure Officer to ensure all proposed public comments
are within the bounds of information that is already in the
public domain, and/or is not material.


Tabcorp’s Disclosure and Investor Communications Policy
is available from the Corporate Governance section
of Tabcorp’s website at www.tabcorp.com.au/about_
governance.aspx.

;;ASX CGC’s Best Practice Recommendations 5.1, 5.2

22. Independent professional advice

An individual Director may, after discussion with the
Chairman, and advising the Managing Director and Chief
Executive Officer, obtain independent professional advice at
the expense of the Tabcorp Group. Such advice is to be made
available to all other Directors.
Board Committees and members of the Audit Committee,
Risk and Compliance Committee and Technology Committee
may also obtain independent professional advice, subject to
the terms of reference for the applicable committee.


The terms of reference for each Board Committee are
available from the Corporate Governance section of
Tabcorp’s website at www.tabcorp.com.au/about_
governance.aspx.

;;ASX CGC’s Best Practice Recommendations 2.1, 2.6, 8.1

23. Performance assessment

The Nomination Committee is responsible for facilitating an
independent review of the performance and effectiveness
of the Board, its Committees and Directors every three
years. An independent assessment of Board performance
was undertaken during the 2008/9 financial year. The
assessment process included surveys and interviews with
current Directors and the Executive Committee. The results
were benchmarked against those of other companies for
comparative purposes. The Board reviewed the findings
and recommendations contained in the report, and further
enhancements were implemented.
Formal performance and development evaluations are
conducted every six months for each employee, including
executives and the Managing Director and Chief Executive
Officer. Individual performance is assessed using a balanced
scorecard setting out individual targets that are aligned
to and are supportive of the Tabcorp Group’s annual
objectives. Refer to page 32 of the Remuneration Report
for further information. Individuals are also assessed
on whether they have exhibited Tabcorp’s five values of
customer, performance, teamwork, innovation and integrity.
Performance assessments for senior executives were

undertaken in relation to the end of the financial year and
half year in accordance with the process disclosed above.


The terms of reference for the Nomination Committee
are available from the Corporate Governance section
of Tabcorp’s website at www.tabcorp.com.au/about_
governance.aspx.

;;ASX CGC’s Best Practice Recommendation 1.2, 2.4, 2.5, 2.6

24. Succession planning

The Tabcorp Group has a succession plan for members of its
Board and senior management. This plan identifies the best
candidates for leadership and management roles so that
the Board and Executive Committee comprise high calibre
people with the necessary and desirable experience and
competencies that best meet the organisation’s needs.
The Nomination Committee is responsible for making
recommendations to the Board to facilitate the orderly
succession of Board membership and to manage a process
to identify suitable candidates for appointment to the Board
and for the optimal composition of Board Committees.
Directors regularly discuss succession matters at meetings of
the Board and the Nomination Committee.


The terms of reference for the Nomination Committee
are available from the Corporate Governance section
of Tabcorp’s website at www.tabcorp.com.au/about_
governance.aspx.

;;ASX CGC’s Best Practice Recommendation 2.4, 2.6

25. Induction

The appointment of any new Director is subject to regulatory
approvals. While these approvals are being sought, the
person, with the approval of the regulators, may attend
Board and Committee meetings as an observer. This assists
their transition into their role, but they may not vote on any
matter.
Each observer undertakes an induction program and
is provided with access to Tabcorp’s online Directors’
Knowledge centre, the Tabcorp Group’s strategic plan and

other materials to assist them to participate fully and actively
in all Board decision-making at the earliest opportunity. In
addition, upon being invited to join the Tabcorp Board, every
observer receives a letter of appointment setting out the key
information and terms and conditions applicable to their
appointment as a Director of Tabcorp.
The induction program aims to provide the observer with
the relevant knowledge regarding the processes of the
Tabcorp Board, Board culture, the role and responsibilities of
a Tabcorp Director, the Tabcorp Group’s strategic direction,
the nature of the Group’s businesses, industry matters,
the Group’s financial position, key senior management,
operational and risk management practices and the major
issues facing the Tabcorp Group. The induction program
includes meetings with each Executive Committee member
and their leadership team, site tours, and specific matters of
interest to each observer.
The Board Nomination Committee is responsible for ensuring
that an effective induction process is in place, and regularly
reviews its effectiveness in accordance with industry best
practice and including incorporation of feedback from newly
appointed Directors.
Tabcorp has a formal induction program for all employees,
including executives. This program is conducted by skilled
trainers and provides information about the structure and
operations of the Tabcorp Group, Tabcorp’s Code of Conduct,
key employee policies (such as the use of Tabcorp’s gambling
products, harassment and bullying), occupational health and
safety, and equal opportunity. In addition, employees receive
orientation regarding their specific responsibilities, duties
and rights, meet with executives and team members and
undergo familiarisation in their workplace.
Employees have agreed position descriptions and balance
scorecards that set out their duties, responsibilities,
objectives and key performance indicators. Letters of
appointment or employment contracts set out other key
terms of employment, including term of office, rights,
responsibilities, and entitlements on termination of
employment.
Concise annual report 2010
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The terms of reference for the Nomination Committee

committed to protecting the environment and minimising
the impact wherever appropriate. Tabcorp’s environmental
performance is set out on page 9 and in the Directors’ Report
on page 26.

;;ASX CGC’s Best Practice Recommendation 1.1, 3.1, 3.3

Tabcorp’s commitment to long term sustainability is
recognised by its inclusion in several investment indices:

are available from the Corporate Governance section
of Tabcorp’s website at www.tabcorp.com.au/about_
governance.aspx.

26. Directors’ continuing education

All Directors have access to continuing education to update
and enhance their skills and knowledge to enable them to
continue to carry out their duties as Directors in an efficient
and knowledgeable manner.
The continuing education program includes information
concerning key developments in the Tabcorp Group and
the industry and environments within which it operates,
including site visits to the Group’s properties, updates to
relevant policies, discussion of relevant legal developments,
corporate governance updates and other matters of interest
for Directors.

;;ASX CGC’s Best Practice Recommendation 2.4

27. Group strategic planning

Tabcorp has a formal strategic planning process whereby a
strategic plan is approved by the Board each year. The intent
of the annual review is to consider a range of strategies and
provide management with guidance on those strategies that
in the Board’s opinion will enhance shareholder value.

;;ASX CGC’s Best Practice Recommendation 1.1

28. Sustainability

Tabcorp is committed to the long term sustainability of its
operations and aims to optimise the social, environmental,
workplace and economic impact of its operations for the
benefit of all stakeholders.
Tabcorp’s commitment to responsible gambling, its
employees and community well-being is discussed on pages
8 to 9 of this report.
Although the operations of the Tabcorp Group are considered
to have minor impact on the environment, Tabcorp is
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■■Dow Jones Sustainability Index.
■■FTSE4Good index.

;;ASX CGC’s Best Practice Recommendation 3.1

29. Engaging shareholders

The Tabcorp Group’s Disclosure and Investor
Communications Policy sets out Tabcorp’s procedures
and guidelines relating to continuous disclosure and the
communication of information to investors. This information
is communicated to shareholders through Tabcorp’s website,
annual report, dividend mailouts, emails, the ASX, and other
means where appropriate.
The Tabcorp Group’s website provides stakeholders with
a range of information about the Group, including its
operations, history, strategies, values, brands, community
involvement, share price performance and shareholder
reports. There is also a facility for any interested person to
receive email notifications of all major Tabcorp news releases
published on the website. Major announcements, such as the
annual and half-year results and the annual general meeting,
are webcast live on Tabcorp’s website. Webcasts are archived
and accessible on the website for at least twelve months.
Tabcorp provides a service for its shareholders to receive all
shareholder related communications electronically, including
dividend statements, notices of meeting, and the annual
report. This email service provides a quick and convenient
means for receiving this information while reducing costs
and being environmentally friendly. Shareholders can also
use the website to lodge their proxy votes prior to the annual
general meeting.
Dedicated shareholder relations personnel are available to
assist in responding promptly to all shareholder inquiries.
Contact details are available on page 56 of this report.

Tabcorp has a Shareholder Enquiries and Complaints Policy
that sets out the way in which Tabcorp addresses concerns
and feedback from shareholders.
Tabcorp encourages its shareholders to participate fully at
its annual general meeting. Important issues are presented
to shareholders as single resolutions and full discussion of
each item is encouraged. Explanatory memoranda, where
considered appropriate, are included with the notice of
annual general meeting in respect of items to be voted on at
the meeting.
Other shareholder related information is available at the back
of this report, on pages 53 to 56.


Tabcorp’s website is available at www.tabcorp.com.au.

Shareholders can elect to receive all communications

electronically by following the instructions on Tabcorp’s
website at www.tabcorp.com.au/investor_holder_eshare.
aspx.


Sign up to receive email notification of major Tabcorp
news releases through the News section of Tabcorp’s
website at www.tabcorp.com.au/news_enews.aspx.


Tabcorp’s Disclosure and Investor Communications Policy
is available from the Corporate Governance section
of Tabcorp’s website at www.tabcorp.com.au/about_
governance.aspx.


Tabcorp’s Shareholder Enquiries and Complaints Policy
is available from the Corporate Governance section
of Tabcorp’s website at www.tabcorp.com.au/about_
governance.aspx.

;;ASX CGC’s Best Practice Recommendation 6.1, 6.2

Directors’ report
The Directors of the Company submit their report for the consolidated entity comprising the
Company and its controlled entities (collectively referred to as the Tabcorp Group) in respect
of the financial year ended 30 June 2010.

1.

Directors

The names and details of the Company’s Directors in office during the financial year and until
the date of this report (except as otherwise stated) are set out on pages 10 to 11 and below.
Name

Current

Period directorship held

John Story

CSR Limited
Suncorp-Metway Limited

April 2003 to present
January 1995 to present

Elmer Funke Kupper

Nil

Paula Dwyer

Astro Japan Property Group (i)
Healthscope Limited
Suncorp-Metway Limited

February 2005 to present
March 2010 to present
April 2007 to present

Certificate of Commerce; Fellow of the Institute of Chartered
Accountants in Australia; Fellow of AICD

Jane Hemstritch

October 2006 to present

Tony Hodgson was the co-founder, and former Senior Partner,
of the chartered accounting firm Ferrier Hodgson and remains
a consultant to BRI Ferrier. At the time of his retirement at
Tabcorp’s 2009 Annual General Meeting, he was a member of
the Advisory Board at PACT Group Pty Ltd and a member of the
Advisory Council at JP Morgan.

Commonwealth Bank of
Australia
Santos Limited

John O’Neill

Amalgamated Holdings Limited December 2006 to October 2007

Brett Paton

Nil

Zygmunt Switkowski

Healthscope Limited
Suncorp-Metway Limited

January 2006 to present
September 2005 to present

Coles Group Limited

July 2003 to December 2007

Qualifications, experience and special responsibilities

Former

Deputy Chairman and Non Executive Director from June 1994 to
October 2009

Mr Hodgson was a member of the Tabcorp Audit Committee,
Tabcorp Nomination Committee and the Tabcorp Risk and
Compliance Committee.

(i)		Information was applicable at the time of retirement.

2.

Changes to the Board’s composition

2.1 Retirement
Anthony Hodgson

Directorships of other listed companies

The following table shows, for each person who served as a Director during the financial year
and up to the date of this report (unless otherwise stated), all directorships of companies that
were listed on the ASX or other financial markets operating in Australia, other than Tabcorp,
since 1 July 2007, and the period for which each directorship has been held.
Listed entity

Refer to pages 10 and 11 for current Directors
Anthony Hodgson AM (i)

3.

Mr Hodgson retired as Deputy Chairman and Non Executive Director on 19 October 2009 at
the conclusion of the Company’s Annual General Meeting.

Name
Current

February 2010 to present

Former
Anthony Hodgson (ii)

(i)		Ms Dwyer is a Director of Astro Japan Property Group Limited and Astro Japan Property Management Limited which
are associated with listed stapled securities of the Astro Japan Property Group.
(ii)		Retired as a Director of Tabcorp Holdings Limited on 19 October 2009. The directorship disclosed above was
applicable at that time. Mr Hodgson was a Director of Coles Group Limited, which was listed on the ASX until
5 December 2007, when it was removed following Wesfarmers Limited’s acquisition of all its shares.

4. Company Secretary

Kerry Willcock joined the Tabcorp Group in February 2005 as Executive General Manager,
Corporate and Legal. She holds a Bachelor of Arts and a Bachelor of Laws, and is a qualified
mediator. She has extensive commercial, legal, litigation and government relations
experience having worked with Arthur Robinson and Hedderwicks, Clayton Utz and the
Australian Postal Corporation, where she held the position of General Counsel. Kerry is also a
member of the Australian Corporate Lawyers Association General Counsel Group, Australian
Institute of Company Directors and Chartered Secretaries Australia.
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5.

Principal activities

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

6. Financial results

Consolidated profit after income tax of the Tabcorp Group for the financial year was
$469.5 million, which was 10.0% below the previous financial year.
Earnings before interest, tax (EBIT) and impairments were $794.4 million, which was
11.3% below the previous financial year.
Normalised net profit after tax was $477.3 million, which was 3.8% below the previous
financial year.
Net operating revenue was $4,219.8 million, which was 0.2% above the previous financial year.
On a normalised basis, net operating revenue was $4,231.9 million, which was 1.5% above the
previous financial year.

7.

Earnings per share

Basic earnings per share for the period were 77.1 cents, down 17.3% on the previous
financial year.
Diluted earnings per share for the period were 77.0 cents, down 17.3% on the previous
financial year.

The following dividends have been paid, declared or recommended by the Company since the
end of the preceding financial year:
$m
2010 final dividend
Final fully franked dividend for 2010 of 25 cents per share on ordinary shares
as announced on 5 August 2010 with a record date of 16 August 2010 and
payable on 20 September 2010.

153.2

2010 interim dividend
Interim fully franked dividend for 2010 of 30 cents per share on ordinary shares
as announced on 4 February 2010 with a record date of 15 February 2010 and
payable on 22 March 2010.

182.3

2009 final dividend
Final fully franked dividend for 2009 of 30 cents per share on ordinary shares
as announced on 6 August 2009 with a record date of 17 August 2009 and
payable on 18 September 2009.

181.1

Further information regarding dividends may be found in note 5 to the Financial Report.

9. Review of operations

The Tabcorp Group divisional structure comprises the following three operating divisions:
■■Casinos;
■■Wagering; and
■■Gaming.

Normalised earnings per share for the period were 78.4 cents, down 11.6% on the previous
financial year.

The activities and results for these three divisions are discussed below.

Earnings per share is disclosed in note 6 to the Financial Report.

9.1 Casinos division

8. Dividends

A final dividend of 25 cents per ordinary share has been declared, which is a decrease of
five cents on the previous final dividend and a decrease of five cents on the previous
interim dividend. The final dividend will be fully franked and payable on 20 September 2010
to shareholders registered at 16 August 2010. The ex-dividend date is 10 August 2010.

The Tabcorp Group operates four hotel and casino properties: Star City in Sydney; Jupiters
on the Gold Coast; Treasury in Brisbane; and Jupiters Townsville. In addition, the Tabcorp
Group manages the Gold Coast Convention and Exhibition Centre, and has an interest in and
manages the Townsville Entertainment and Convention Centre.
The Casinos division achieved EBIT of $259.8 million, which was 28.7% below the previous
financial year. The division’s operating revenue decreased by 2.8% to $1,359.7 million.
On a normalised basis, the Casinos division’s EBIT was $270.7 million, which was 17.5% below
the previous financial year, and operating revenue increased by 1.0% to $1,371.9 million.
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9.2 Wagering division

The Tabcorp Group conducts wagering activities in Victoria and New South Wales through a
network of agencies, hotels and clubs, and provides on course totalizators at thoroughbred,
harness and greyhound metropolitan and country race meetings.
In addition, totalizator and fixed odds betting is offered on sporting events.
The division also operates LUXBET.COM, offering a racing, sport and novelty product
bookmaking service by telephone and online based in the Northern Territory.
The Tabcorp Group also has specialist television and radio operations focused on the racing
industry and other sporting activities, which include Sky Racing, Sky Sports Radio and other
domestic and international broadcasting services.
The Wagering division achieved EBIT of $262.1 million, which was 4.1% above the previous
financial year. The division’s operating revenue increased by 4.9% to $1,671.2 million.

9.3 Gaming division

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

10.3 Change of Managing Director Wagering

David Attenborough joined Tabcorp on 9 April 2010. He commenced as the new Managing
Director of Tabcorp’s Wagering Division following the receipt of all necessary regulatory
approvals effective 29 July 2010. Mr Attenborough has an extensive background in totalisator
and fixed-odds betting, racing and broadcasting. He was previously the Chief Executive
Officer (South Africa) of Phumelela Gaming and Leisure Limited, the leading wagering
operator in South Africa. Mr Attenborough replaced Robert Nason who had resigned from his
position as Managing Director Wagering effective 31 December 2009.

10.4 Other significant changes in the state of affairs

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

11. Business strategies

Tabcorp is Australia’s premier gambling entertainment group and aspires to be one of the
best performing gambling entertainment groups in the world. To achieve this aspiration,
Tabcorp’s priorities are:
■■Maintain operational and financial performance
■■Continue to improve customer service, organic growth and innovation
■■Invest in our core businesses to maximise future growth, particularly in casinos

The Gaming division achieved EBIT of $272.0 million, which was 1.8% below the previous
financial year. The division’s operating revenue decreased by 2.5% to $1,194.4 million.

■■Prepare for transition to new licence environment in Victoria by 2012

10. Significant changes in the state of affairs

■■Continue to improve employee engagement and create a strong performance culture

The following events, which may be considered to be significant changes in the state of affairs
of the Tabcorp Group, have occurred since the commencement of the financial year on 1 July
2009.

10.1 Star City redevelopment

The Star City redevelopment plans will be expanded further. The Tabcorp Group will invest
an additional $285 million at Star City, bringing the total capital to $860 million, in addition
to the $100 million licence payment to the New South Wales Government. The additional
investment will include a 3,000-seat multi-purpose Events Centre, more food and beverage
outlets, and facilities to service international VIP customers including an upgrade of hotel
facilities and two private aircraft.

10.2 Changes to the Board of Directors

Anthony Hodgson retired as Deputy Chairman and Non Executive Director at the conclusion
of the Company’s Annual General Meeting on 19 October 2009.

■■Maintain leadership in responsible gambling

12.	Significant events after the end of the financial year

No matters or circumstances have arisen since the end of the financial year which are not
otherwise dealt with in this report or in the Financial Report, that have significantly
affected or may significantly affect the operations of the Tabcorp Group, the results of
those operations or the state of affairs of the Tabcorp Group in subsequent financial years.
Refer also to note 29 to the Financial Report.

13. Likely developments and expected results

The Tabcorp Group will continue with its strategies, as set out in this report.
The Directors have excluded from this report any further information on the likely
developments in the operations of the Tabcorp Group and the expected results of those
operations in future financial years, as the Directors have reasonable grounds to believe
that to include such information will be likely to result in unreasonable prejudice to the
Tabcorp Group.
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14. Auditors

The Tabcorp Group’s external auditor is Ernst & Young.
The Tabcorp Group’s internal audit function is fully resourced by Tabcorp, with KPMG
providing specialist independent external support where necessary.
More information relating to the audit functions can be found in the corporate governance
statement of the Concise Annual Report on pages 14 to 22.

15. Directors’ interests in contracts

Some Directors of the Company, or related entities of the Directors, conduct transactions
with entities within the Tabcorp Group that occur within a normal employee, customer or
supplier relationship on terms and conditions no more favourable than those with which it is
reasonable to expect the entity would have adopted if dealing with the Director or Directorrelated entity on normal commercial terms and conditions.

16. Environmental regulation and performance

The Tabcorp Group’s environmental obligations and waste discharge quotas are regulated
under both state and federal laws. The Tabcorp Group has a record of complying with, and in
most cases exceeding, its environment performance obligations.
No environmental breaches have been notified to the Tabcorp Group by any government
agency.
The Tabcorp Group is registered for the Federal Government’s Energy Efficiency Opportunities
(EEO) initiative, which requires companies that use over 0.5 petajoules of energy per annum
to identify opportunities to reduce energy consumption. The Tabcorp Group publishes its EEO
report under the corporate governance section of its website.
The Tabcorp Group is also registered for the Federal Government’s National Greenhouse
Energy Reporting System (NGERS), which requires organisations that meet certain thresholds
in energy consumption or greenhouse gas emissions to report to the Government all energy
consumption and greenhouse gas emissions every year.
Each Tabcorp Group property applies environmental management procedures and
systems representing best practice standards, which assist in maintaining high levels of
environmental regulation and performance.

17. Risk management

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

At the date of this report (except as otherwise stated), the Directors had the following
relevant interests in the securities of the Company, as notified to the ASX in accordance with
section 205G(1) of the Corporations Act 2001:
Name
Current
John Story
Elmer Funke Kupper
Paula Dwyer
Jane Hemstritch
John O’Neill
Brett Paton
Zygmunt Switkowski
Former
Anthony Hodgson(i)

Ordinary shares

Options

Rights

Bonds

52,375
97,863
30,863
20,863
20,863
76,389

236,126
-

722,511
-

1,500
2,000
3,000
-

21,353

-

-

-

(i)	Retired as a Non Executive Director on 19 October 2009 at the conclusion of the Company’s Annual General
Meeting. The number of Tabcorp securities disclosed above was applicable at the time of retirement.

19. Board and Committee meeting attendance

During the financial year ended 30 June 2010 the Company held 16 meetings of the Board of
Directors, of which eight were standard Board meetings, and eight Board meetings were held
to discuss special business.
The attendance of the Directors at meetings of the Board and its Committees during the year
in review were:

Name
Current
John Story
Elmer Funke Kupper(ii)
Paula Dwyer
Jane Hemstritch
John O’Neill
Brett Paton
Zygmunt Switkowski
Former
Anthony Hodgson(iii)

Board of
Directors

A

B

16
16
16
12
16
15
16
5

Audit
Committee

A

B

16
16
16
16
16
16
16

4
4
4
3
4
4
4

5

1

Risk and
Compliance
Committee

A

B

4
4
4
4
4
4
4

4
4
4
2
4
4
4

1

1

Nomination
Committee

A

B

4
4
4
4
4
4
4

2
2
2
2
1
2
2

1

1

Remuneration Technology
Committee
Committee (i)

A

B

A

B

2
2
2
2
2
2
2

7
7
7
7

7
7
7
7

1
1
1
1

1
1
1
1

1

-

-

-

-

A – Number of meetings attended
B – Maximum number of possible meetings available for attendance
(i)		The Technology Committee was established in May 2010.
(ii)		Although Mr Funke Kupper attends Board Committee meetings, he is not a member of any Board Committee,
because only Non Executive Directors may be members of Board Committees.
(iii)	Retired as a Non Executive Director on 19 October 2009 at the conclusion of the Company’s Annual General Meeting.

The details of the functions and memberships of the Committees of the Board are set out in
the corporate governance statement of the Concise Annual Report. The terms of reference for
each Board Committee are available from the corporate governance section of the Company’s
website.

20.	Indemnification and insurance of Directors and Officers

The Directors and Officers of the Tabcorp Group are indemnified against liabilities pursuant
to agreements with the Tabcorp Group. Tabcorp has entered into insurance contracts with
third party insurance providers, and in accordance with normal commercial practices, under
the terms of the insurance contracts, the nature of the liabilities insured against and the
amount of premiums paid are confidential.

21. Non-statutory audit and other services

Ernst & Young, the external auditor to the Company and the Tabcorp Group, provided nonstatutory audit services to the Company during the financial year ended 30 June 2010. The
Directors are satisfied that the provision of non-statutory audit services during this period
was compatible with the general standard of independence for auditors imposed by the
Corporations Act 2001. The nature and scope of each type of non-statutory audit service
provided means that auditor independence was not compromised. These statements are
made in accordance with advice provided by the Company’s Board Audit Committee.
The Company’s Board Audit Committee reviews the activities of the independent external
auditor and reviews the auditor’s performance on an annual basis. The Chairman of the
Audit Committee must approve all non-statutory audit and other work to be undertaken by
the auditor (if any). Further details relating to the Audit Committee and the engagement of
auditors are available in the corporate governance statement of the Concise Annual Report.
Ernst & Young, acting as the Company’s external auditor, received or are due to receive
the following amounts in relation to the provision of non-statutory audit services to the
Company:
Description of services

$000

Other audit services

118

Other regulatory audit services

118

Other assurance
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Total of all non-statutory audit and other services

22. Corporate governance

The Directors of the Company support and adhere to the principles of corporate governance,
recognising the need for the highest standard of corporate behaviour and accountability.
The Company’s corporate governance practices are constantly under review. As a result,
new practices were adopted and existing practices optimised to reflect best practice. The
Company’s corporate governance statement is contained on pages 14 to 22 in the Concise
Annual Report, and associated information is available under the corporate governance
section of the Company’s website at www.tabcorp.com.au/about_governance.aspx.

23. Rounding of amounts

Tabcorp Holdings Limited is a company of the kind specified in Australian Securities and
Investments Commission Class Order 98/0100. In accordance with that Class Order, amounts
in the financial report and the Directors’ report have been rounded to the nearest hundred
thousand dollars unless specifically stated to be otherwise.

24. Auditor’s independence declaration

Attached is a copy of the auditor’s independence declaration provided under section 307C of
the Corporations Act 2001 in relation to the audit for the financial year ended 30 June 2010.
This auditor’s independence declaration forms part of this Directors’ report.
This report has been signed in accordance with a resolution of Directors.

John Story
Chairman
Melbourne
5 August 2010
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Amounts paid or payable by the Company for audit and non-statutory audit services are
disclosed in note 3 to the Financial Report.
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Remuneration report (audited)
Introduction

This Remuneration report outlines the remuneration policy and arrangements for Tabcorp’s
Directors, executives and senior management in accordance with the requirements of the
Corporations Act 2001 and its Regulations. The information provided in this Remuneration
report has been audited as required by section 308(3C) of the Corporations Act.
The Remuneration report relates to the Group’s key management personnel (KMP) and the
five executives that received the highest remuneration during the year in the Company and
the Group. KMP are those persons having authority and responsibility for planning, directing
and controlling the activities of the Group, and comprises all the Directors of Tabcorp and
members of the Executive Committee. The same group of individuals is regarded as KMP for
both the Company and the Group.
As detailed in this Remuneration report, the annual reward structure for the most senior
managers comprises three components: a fixed base salary, a short term cash incentive
and a long term incentive in the form of Performance Rights. For KMP at least 50% of the
total annual reward is ‘at risk’ in the form of short term or long term incentives tied to the
achievement of specific business objectives and performance targets.
For the year ending 30 June 2010, short term incentives were awarded to senior managers, and
were, on average, lower than the previous financial year. With regard to long term incentives,
an allocation of Performance Rights was made to 16 senior managers, in accordance with
their contracts. An allocation of a long term incentive to the Managing Director and Chief
Executive Officer is subject to shareholder approval.
Whether the allocated Performance Rights generate value for the senior managers will
depend on the Company’s Total Shareholder Returns over a three to four year period. If the
minimum performance hurdles are not met, all Rights will lapse. The total number of Rights
will vest only if the highest performance threshold is met. Retesting will be removed for
allocations of Rights made under the Company’s long term incentive plan after 30 June 2010.
From this date, a single test will apply after three years.
In light of the difficult general economic trading conditions, the Company implemented a
salary freeze for all senior management for the 2010 financial year.
The Board reviews the remuneration for Non Executive Directors each calendar year, and
resolved not to increase remuneration for Non Executive Directors for the 2010 financial year.
Non Executive Director remuneration has not increased since January 2007.

1.

1.1

Significant changes since 30 June 2009

Non Executive Directors

Anthony Hodgson retired as Deputy Chairman and Director on 19 October 2009.

1.2 Executives

David Attenborough (Managing Director, Wagering) commenced employment on 9 April 2010,
and as a KMP on 29 July 2010 following the receipt of all necessary regulatory approvals.
Robert Nason (Managing Director, Wagering) ceased employment on 31 December 2009.

1.3 Technology Committee

The Board established the Technology Committee, which commenced in May 2010, to facilitate
greater board focus and oversight of the key strategic issues relating to the use of technology
within the Tabcorp Group. Jane Hemstritch is Chairman of the committee, and Brett Paton
and Zygmunt Switkowski are committee members.

2.

Governance

The main responsibilities of the Board Remuneration Committee are:
■■Establishing and maintaining fair and reasonable remuneration policies and practices

that apply to the Group;

■■Reviewing and recommending to the Board the remuneration of KMP and the terms and

conditions of any incentive plans; and

■■Agreeing benchmarks against which annual salary reviews are evaluated.

In exercising its responsibilities, the Board Remuneration Committee assesses the
appropriateness of the nature and amount of remuneration of Directors and executives
every year by reference to relevant employment market conditions with the overall objective
of ensuring maximum stakeholder benefit from the retention of a high quality and high
performing Board and executive team.
To assist in exercising its responsibilities, the Board Remuneration Committee receives
independent advice on matters such as remuneration strategies, mix and structure.
The Board Remuneration Committee is governed by its Terms of Reference, which are available
on Tabcorp’s website at www.tabcorp.com.au under the About Us – Corporate Governance
section.

3.

Remuneration philosophy

The key objective of Tabcorp’s remuneration philosophy is to enable Tabcorp to attract,
motivate and retain high calibre individuals at both Board and senior management level. To
achieve this, Tabcorp’s remuneration framework is based upon the following key principles:
■■Creating shareholder value relative to our peer group;
■■Maintaining market competitiveness; and
■■Measuring and rewarding individual, divisional and Group performance.
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For executive and senior management remuneration, this involves aligning the reward
components with the individual’s ability to influence results and to increase the focus on
variable reward that is leveraged for superior performance.

Details of Director qualifications, experience and other responsibilities are set out on pages
10 to 11 and 23 of the Directors’ report.

There has been no significant change in the remuneration strategy since the 2009 financial
year.

5.1 Remuneration framework

4. Key management personnel (KMP)
Name

Period in position
if less than full year

Position held

Non Executive Directors

5.

Non Executive Director remuneration

The Board Remuneration Committee has responsibility for reviewing and recommending to
the Board appropriate remuneration arrangements for Non Executive Directors, taking into
consideration factors including:
■■The Group’s remuneration philosophy;
■■The level of fees paid to Board members of other publicly listed Australian companies;
■■Operational and regulatory complexity;

Current

■■The responsibilities and workload requirements of each Board member; and

John Story

Chairman and Director (Non Executive)

Paula Dwyer

Director (Non Executive)

■■Advice from independent remuneration consultants.

Jane Hemstritch

Director (Non Executive)

John O’Neill

Director (Non Executive)

Brett Paton

Director (Non Executive)

Non Executive Directors’ fees are reviewed annually on a calendar year basis and the current
aggregate limit (including superannuation contributions) is set at $2 million, as approved by
shareholders at the Annual General Meeting on 28 November 2005.

Zygmunt Switkowski

Director (Non Executive)

Former
Anthony Hodgson

Deputy Chairman and Director
(Non Executive)

Until 19 October 2009

5.2 Structure

Executives

Non Executive Directors’ remuneration comprises the following components:

Current Executive Director
Elmer Funke Kupper

Non Executive Directors do not receive any performance or incentive payments and are not
eligible to participate in any of Tabcorp’s incentive plans. This policy aligns with the principle
that Non Executive Directors act independently and impartially.

■■Board fee;

Managing Director and Chief Executive Officer

■■Board Committee fees; and

Current Executives

■■Superannuation (9% of total fees, uncapped).

Larry Mullin

Chief Executive Officer, Casinos

Matt Bekier

Chief Financial Officer

Mohan Jesudason

Managing Director, Gaming

Some Directors may receive additional remuneration and associated superannuation (where
applicable) for:

Kerry Willcock

Executive General Manager, Corporate and Legal

■■Chairmanship of the Victorian Joint Venture Management Committee receiving a fee

Louise Marshall

(i)

equivalent to Chairman of the Remuneration Committee; or

Executive General Manager, Human Resources

■■Observer fees equivalent to the applicable Board and Committee fees (for attending Board

Future Executive
David Attenborough (ii) Managing Director, Wagering

n/a

Former Executive
Robert Nason

Managing Director, Wagering

Until 31 December 2009

(i)		Previously Louise Zampaglione.
(ii)		Commenced employment on 9 April 2010, and as a KMP on 29 July 2010 following the receipt of all necessary
regulatory approvals.
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and Committee meetings and induction whilst awaiting regulatory approval).

Board fees are structured by having regard to the responsibilities of each position within
the Board. Board Committee fees are structured to recognise the differing responsibilities
and workload associated with each Committee, and the additional responsibilities of each
Committee Chairman.

Board fees are not paid to the Managing Director and Chief Executive Officer, or to executives
for directorships of any subsidiaries.

5.3 Current annual fees

The annual fees detailed in Figure 1 for Non Executive Directors and Board Committee
membership are applicable from 1 January 2007. Following its annual review of these fees, the
Board decided that the fees were to remain unchanged.
Figure 1: Non Executive Director and Board Committee fixed annual fees effective
from 1 January 2007
Board Committee fees (i)
Position

Board
fees (i)
$

Chairman

363,000

Deputy
Chairman

165,000

Non
Executive
Director

Risk and
Audit Compliance Remuneration
$
$
$

Nomination
$

Technology (ii)
$

6. Senior management remuneration (including Executive Director)

The Remuneration Committee and the Board has responsibility for reviewing the
remuneration framework of the Company and recommending to the Board the appropriate
remuneration arrangements. The Remuneration Committee approves the remuneration and
incentives for members of the Executive Committee and makes recommendations to the Board
in relation to the Managing Director and Chief Executive Officer.

6.1 Remuneration framework

The remuneration framework for senior management comprises a mix of both fixed and
variable remuneration components. The level of fixed remuneration reflects the scope and
responsibilities of the role and the level of knowledge, skills and experience of the individual.
Variable remuneration depends on the achievement of Group, divisional and individual
performance targets, and shareholder value hurdles. Variable remuneration may be delivered
in the form of cash or a mix of cash and Restricted Shares for achievement of short term
performance targets, and Performance Rights (and Performance Options prior to 30 June 2007)
for achievement of long term performance targets.
The objective of structuring a remuneration framework comprising both fixed and variable
components is to ensure remuneration is market competitive and aligned to:
■■Shareholders’ interests through:

134,000

Committee
Chairman

50,000

25,000

25,000

7,500

25,000

Committee
Member

15,000

15,000

10,000

7,500

10,000

(i)		Fees exclude superannuation contributions.
(ii)		Committee commenced 1 May 2010.

●●The use of financial measures, such as net profit after tax (measured on a normalised
basis and before non-recurring items) as the primary reward measure for short term
performance outcomes.
●●Rewarding long term company performance measured by reference to a comparable
group of companies in the S&P/ASX 100 index, which over the long term should lead to
attractive value creation for shareholders.
●●Aligning Group, divisional and individual performance targets to the performance
objectives in Tabcorp’s annual and long term strategic plans.
●●Attracting, motivating and retaining individuals of the highest calibre.
●●Fostering a culture of high performance in a team based environment.
■■Senior managements’ interests through:

●●Differentiating reward outcomes based upon individual performance and capability.
●●Linking the form of reward delivery with the ability to influence results.
●●Providing upside opportunity for superior Group performance and increased
shareholder value.
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The reward structure is outlined in Figure 2.

Figure 3: KMP target reward mix

Figure 2: Senior management reward structure
Performance
alignment

Component

Delivery

Fixed

Cash
Superannuation

Market median

Short
term
incentive

Cash(i), or mix of Cash
(ii)
and Restricted Shares

Group performance
Divisional performance
Individual performance

Short term targets
(12 month period)

Long
term
incentive

Performance Rights(iii)

Total shareholder
return

Shareholder value creation
(3-4 year period)

Variable (at risk)

+

(i)

+

=

% target reward mix

Variable (at risk) incentives

Strategic
objective

Fixed

Short term
(cash)

Larry Mullin

42

42

16

100

Matt Bekier

45

30

25

100

Mohan Jesudason

45

30

25

100

Kerry Willcock

50

25

25

100

Louise Marshall

50

25

25

100

45

30

25

100

45

30

25

100

KMP

Current

Total Annual Reward
(TAR)

(i)		May voluntarily elect to salary sacrifice for additional superannuation contributions, share purchases under the
Tabcorp Employee Deferred Share Plan and motor vehicle novated leases (for fixed component only).
(ii)		Applicable to certain senior management, issued under the Tabcorp Employee Deferred Share Plan and subject to a
three year service condition.

Future
David Attenborough
Former

(iii) May vest over a three to four year period, subject to meeting relevant performance based hurdles.

Robert Nason
			

6.2		

6.3		

KMP target reward mix

Long term Total Annual
(equity)
Reward

Variable (at risk) remuneration

The target reward mix aims to position Total Annual Reward (TAR) at the market median
when all performances have been achieved at target. It is set after benchmarking against a
wide range of organisations to ensure that the incentive and TAR are competitive, fair and
reasonable. Senior management with greater responsibility in key divisions have a greater
proportion of at risk remuneration.

6.3.1		
6.3.1.1

Short term incentive (STI)
Overview

The target reward mix for the KMP (other than Non Executive Directors and the Managing
Director and Chief Executive Officer) is outlined in Figure 3. This target reward mix excludes
appointment incentives (refer section 6.5.2). Refer section 6.4 for details of the Managing
Director and Chief Executive Officer’s remuneration.

6.3.1.2

Determining Factors

The STI is designed to reward employees for the achievement of Group, divisional and
individual performance goals over the relevant 12 month performance period, which are
aligned to and supportive of the Group’s annual objectives for each financial year.
The incentive is based upon three key factors:
Figure 4: STI calculation
Target STI
$

X

Group Funding
Multiplier or
Divisional
Multiplier

X

Individual
Performance
Multiplier

=

Short Term
Incentive

■■Target STI

	This amount is based on a percentage of the individual’s Total Annual Reward (TAR) (refer to
Figure 3 above).
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■■Group Funding Multiplier (GFM) or Divisional Multiplier (DM)

	The first step is to determine the GFM. This is linked to the achievement of Tabcorp’s target
normalised net profit after tax before non recurring items as approved by the Board. The
GFM determines the overall STI pool available for distribution. If the minimum financial
performance target is not met, individual awards may be funded at a reduced level, at the
discretion of the Board.
	If the minimum financial performance target is met, the second step is to determine the DM.
This creates differentiation between divisions based on their performance and contribution
to the Group. The DM is determined by reference to the performance of each division against
financial targets, non financial targets and execution of the division’s key strategic objectives.
Senior management working in Group functions generally receive the GFM.

6.3.1.5

STI performance

For the year ended 30 June 2010, short term incentive targets were derived from the Board
approved business plan. The Board awarded short term incentives to senior management
that reflected the financial performance of the Company against the targets set. On average,
they were lower than the previous year and below the target level of STI as determined by the
executives’ remuneration mix.

6.3.2
Long term incentive (LTI)
6.3.2.1 Overview

■■Individual Performance Multiplier (IPM)

The LTI is principally designed to reward senior management for contributions to long-term
shareholder value creation, measured over a three to four year period. Ultimate value from
the LTI is only delivered to the senior management if certain shareholder returns are achieved
over this period, resulting in the equity instruments vesting.

	Individual performance is assessed using a balanced scorecard of individual measures that
align to and are supportive of the Group’s annual objectives. The balanced scorecard assesses
four performance areas – customers, people, organisation, and shareholders. Specific key
performance objectives (KPOs) are agreed upon for each performance area at the start of the
financial year against which the individual is assessed.

LTI is delivered through Performance Rights that provide the senior manager with the opportunity
to acquire shares, subject to meeting market based performance hurdles and service conditions,
at no cost to the senior manager. Performance Rights are considered an effective instrument for
delivering incentives to senior management which is aligned to achieving shareholder value over
the three to four year period.

	To be eligible to receive a STI, participants need to demonstrate required levels of behaviours
in line with Group values and must not have any significant controllable compliance breaches.

Performance Rights issued under the LTI plan have the following features:

6.3.1.3

Delivery

The STI is delivered in cash, or a mix of cash and Restricted Shares. It is mandatory for participants
at a senior management level, where the target STI is 30% or more of TAR and who do not
participate in the long term incentive to defer one third of their total STI into Restricted Shares.
Restricted Shares are subject to a three year service condition during which time the shares may
not be traded, however participants have full entitlement to dividends and voting rights.
In previous years participants had the opportunity to voluntarily sacrifice all or part of the
cash incentive into shares (issued under Tabcorp’s Employee Deferred Share Plan) or into
additional superannuation contributions. The opportunity to sacrifice into shares was
suspended during the 2010 financial year following the changes to the tax treatment of
employee share schemes announced by the Federal Government.

6.3.1.4 Accounting treatment

The financial impact of the STI (excluding any Restricted Shares) is expensed in the relevant
financial year and is reflected in the remuneration disclosures for KMP. Restricted Shares are
expensed on a straight line basis over a three year period, commencing from the time the
Restricted Shares are granted to the participant, which occurs after the end of the financial
year.

■■Tested against the relevant performance hurdle at the third anniversary of the date of

grant and at two subsequent six monthly intervals;

■■Vest over a three to four year period, with any unvested Performance Rights lapsing at the

fourth anniversary of the date of grant;

■■Senior management have until the seventh anniversary of the date of grant to exercise

vested Performance Rights, otherwise they lapse;

■■Upon exercise the Company will issue or transfer ordinary shares to the senior manager;

and

■■The fair value will be expensed over a four year period from the grant date in accordance

with Accounting Standards.

6.3.2.2 Allocation

Whilst Performance Rights under the LTI are generally allocated annually in September, in
2009 the allocation was brought forward to June to provide certainty for senior management
regarding the tax treatment of the equity grant following the Federal Government’s
announced tax changes. The number of Performance Rights allocated is calculated as
outlined in Figure 5.
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Figure 5: Allocation calculation
Target LTI ($)

÷

Fair
Value of
Performance
Right

=

Basis
S&P/ASX 100 index

Number of
Performance
Rights
allocated

■■Infrastructure groups; and
■■Mining companies

Represented by the S&P Global Industry Classification
Standards of Oil & Gas, Metals & Mining,
Transportation Infrastructure and Real Estate.

6.3.2.3 Vesting conditions

The vesting of Performance Rights issued under the LTI is dependent on two conditions, as
discussed below.
■■Time based

Performance Rights may vest over a three to four year period (Test Period), subject to meeting
the relevant performance based hurdle (refer Figure 6). The Test Period aligns with the
timeframe for Tabcorp’s long term business strategy. The Performance Rights are tested
against the performance hurdle at six monthly intervals during the Test Period.
Figure 6: Time based vesting conditions (subject to meeting performance hurdle)
Performance period
Test Period

Year 0
Grant date

Year 1

Year 2

Year 3

Year 4

Exercise period
Years 5 to 7

Test Dates
First

Second
Third
(+6 months) (+12 months)

Retesting will be removed under the LTI in relation to offers made after 30 June 2010. For
allocations made after 30 June 2010 a single test will apply three years from the date of
allocation.
■■Performance based

The performance hurdle for Performance Rights issued under the LTI is relative Total
Shareholder Return (TSR).
TSR measures the return received by shareholders (capital returns, dividends and share price
movement) over a specific period relative to a peer group of companies. If there is any change
in the dividend payment timetable of a company in the peer group (including Tabcorp), then
the TSR performance of that company is adjusted to remove any artificial distortion in the
outcome. Tabcorp engages an external consultant to calculate Tabcorp’s TSR relative to the
peer group of companies.
The peer group used for assessing Tabcorp’s relative TSR is based upon the following
companies.
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Exclusions
■■Property trusts;

The composition of the peer group may change as a result of specific external events, such as
mergers and acquisitions, capital returns, delistings and capital reconstruction. The Board
Remuneration Committee has agreed guidelines for adjusting the peer group following such
events, and has the discretion to determine any adjustment to the peer group of companies.
The table below sets out the percentage of Performance Rights that will vest depending on
Tabcorp’s TSR ranking as at the applicable test dates:
Tabcorp’s relative TSR ranking
Below 50th percentile
At 50th percentile
Above 50th and below 75th percentile
At or above 75th percentile

Percentage of Performance Rights that will vest
0%
50%
Pro-rata between 50% (at 50th percentile)
and 100% (at 75th percentile)
100%

If Tabcorp’s relative TSR ranking on a test date is higher than that measured on a previous
test date(s), then a further number of Performance Rights may vest to senior management
in addition to those that may have already vested. Alternatively, if Tabcorp’s relative TSR
ranking is lower than as measured on a previous test date(s), then no further Performance
Rights will vest. The maximum number of Performance Rights that will have vested to senior
management will accord with the highest measure of Tabcorp’s relative TSR ranking on test
dates during the test period.
This testing schedule and vesting criteria are common practices adopted by the companies in
the S&P/ASX100 index, which is consistent with Tabcorp’s remuneration philosophy (refer to
section 3) and senior management remuneration framework (refer to section 6.1).
Upon exercise of Performance Rights, senior management will be allocated an equivalent
number of fully paid ordinary shares in the Company, and will receive full voting and dividend
rights corresponding to the rights of all other holders of ordinary shares.

6.3.2.4 Lapsing conditions

Performance Rights that have not vested at the end of the Test Period will lapse.
Performance Rights which have vested will be exercisable by senior management until the
seventh anniversary after the grant date. Following the seventh anniversary, any vested
Performance Rights which have not been exercised will lapse.

6.3.2.5 Cessation of employment

All unvested Performance Rights will lapse immediately upon cessation of employment.
However, the Board Remuneration Committee has discretion in special circumstances to
determine the number of Performance Rights (and Performance Options, where applicable)
retained and the terms applicable. Special circumstances include events such as retirement,
redundancy, death and permanent disability.
Vested Performance Rights are exercisable by the individual for a period of 90 days after
termination of employment, following which they will lapse.

6.3.2.6 Accounting treatment

Performance Rights issued under the LTI are expensed on a straight line basis over a four year
period, commencing from the grant date. Under Accounting Standards, Tabcorp is required
to recognise an expense irrespective of whether the Performance Right ultimately vests to
the senior manager. A reversal of the expense is only recognised in the event the Performance
Rights lapse due to cessation of employment within the four year period.
The ‘Remuneration of KMP’ tables at section 7.1 (Figures 12B & 12D) reflect the accounting
expense recognised in the relevant financial year, not the total fair value of Performance
Rights allocated to the executive during the year, which is disclosed in Figure 13E.

6.3.2.7 Former LTI plan

Prior to the implementation of the current LTI plan, which was approved by shareholders at
the Company’s Annual General Meeting in 2003, senior managers were provided with the
opportunity to participate in the Tabcorp Senior Executive Long Term Incentive Plan. This
plan ceased being offered to senior managers in 2003, however during the financial year to
30 June 2010 Mohan Jesudason, a KMP during the year, continued to participate in this plan.
This former LTI plan enabled senior managers to receive a loan to acquire Tabcorp shares.
The dividends received from the shares acquired under the plan are applied towards paying
interest on the outstanding loan balance (currently at 4% per annum), a cash payment to
cover the personal income tax liability associated with the dividend, and loan principal
repayments. The loan is required to be repaid upon cessation of employment.

6.3.2.8 LTI performance

The 2010 financial year had five test dates for allocations under the LTI. As the performance
based criteria for vesting was not achieved for any allocation, no Performance Options or
Performance Rights vested at these test dates.

6.3.3
6.3.3.1

Appointment/retention incentives
Criteria for issue

Restricted Shares may be issued to senior managers as an incentive upon appointment
(either on joining Tabcorp or transfer to a new position internally) or for retention. These are
ordinary shares in the Company, and in order to act as a retention mechanism are subject to

time based restrictions of up to three years.
Additionally, senior managers may also be issued Performance Rights (and Performance
Options prior to 30 June 2007) upon appointment. These instruments are issued under the
LTI and are subject to the same performance hurdles and vesting conditions (refer section
6.3.2).
A combination of equity instruments such as Restricted Shares, subject to time based
restrictions, and Performance Rights, subject to performance and time based hurdles, are
employed to attract, retain and compensate senior management for equity forfeited.
Refer section 6.5.2 for appointment incentives provided to executives in the current financial
year.
Appointment incentives that were provided in prior financial years that remain subject to
trading restrictions or vesting criteria are disclosed in sections 6.4.2.1 and 6.5.2.

6.3.3.2 Accounting treatment

The fair value of Restricted Shares is expensed as remuneration over the relevant restriction
period.
As Performance Rights (and Performance Options prior to 30 June 2007) are issued under the
LTI, they are expensed in the same manner as described in section 6.3.2.6.

6.3.4

Policy prohibiting hedging

Participants in the incentive plans (STI and LTI) are restricted from hedging the value of
Restricted Shares and unvested Performance Options and Performance Rights, and must not
enter into a derivative arrangement in respect of the equity instruments granted under these
plans. Breaches of the restriction will result in equity instruments being forfeited by the
senior manager.
These prohibitions are included in Tabcorp’s Securities Trading Policy, available from the
Corporate Governance section of Tabcorp’s website at www.tabcorp.com.au and in the terms
and conditions of the incentive plans.
Equity instruments granted under the incentive plans can only be registered in the name of
the participant, are identified as non tradable on the share register, and cannot be traded or
transferred to another party until vested or until any trading restriction period has expired
(where applicable).
The Board at its discretion can request a senior manager to provide a statutory declaration
that the senior manager has complied with this policy. During the year, the Board did not
require any such declarations.
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Remuneration report (audited) (continued)
6.4 Executive director contract – Managing Director and Chief Executive
Officer
6.4.1		

Current contract

Elmer Funke Kupper is Managing Director and Chief Executive Officer. In accordance with an
employment contract, Mr Funke Kupper receives fixed remuneration and the opportunity to
receive variable remuneration through short term and long term incentive arrangements. Mr
Funke Kupper’s contract is for a continuing term capable of being terminated on 6 months’
notice by Mr Funke Kupper and 12 months’ notice by Tabcorp. The contract does not require any
termination payments, other than payment in lieu of notice (if applicable).

6.4.1.1

Fixed remuneration

Mr Funke Kupper receives fixed remuneration (inclusive of superannuation) of $1,500,000 per
annum.

6.4.1.2 Short term incentive

Mr Funke Kupper is eligible to receive a short term performance award based on his individual
performance and the Company’s performance over the annual performance review period.
Mr Funke Kupper’s short term performance award is equivalent to $1,500,000 if targets are met,
and is delivered in cash, with the opportunity for Mr Funke Kupper to voluntarily sacrifice part of
the award into additional superannuation contributions. This short term incentive is similar to
that which applies to the STI in section 6.3.1, other than as set out above.

6.4.1.3 Long term incentive

The Company intends that the long term incentive component of Mr Funke Kupper’s
remuneration package will involve annual grants of Performance Rights, which would be
subject to performance hurdles, with the grant of such Performance Rights being subject to
obtaining any necessary shareholder approvals at the relevant time. This long term incentive
is similar to that which applies to the LTI in section 6.3.2, other than as set out in this section.
Since being appointed as Managing Director and Chief Executive Officer, Mr Funke Kupper
has received three grants of Performance Rights under the Tabcorp Long Term Incentive Plan,
which were approved by shareholders at the Company’s 2007, 2008 and 2009 Annual General
Meetings. These are as follows:
Effective Date

Number

Test dates

Expiry date

13 July 2007

100,000

30 June 2011 and 30 June 2012

26 November 2014

15 September 2011, 15 March 2012
and 15 September 2012

15 September 2015

17 June 2012, 17 December 2012
and 17 June 2013

17 June 2016

15 September 2008
17 June 2009
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281,425
326,086

The Performance Rights granted will be tested on each test date to determine whether the
applicable performance hurdles have been met. The performance hurdle is relative TSR, which
is based on the Company’s TSR ranking compared to a peer group of companies measured
over the period from the effective date to the applicable test date.
Upon termination of employment (other than at the discretion of the Board in special
circumstances such as, but not limited to, death and permanent disablement), all unvested
Performance Rights will lapse immediately. In all circumstances of termination of
employment (other than for serious misconduct, in which case all vested (but not exercised)
and all unvested Performance Rights will lapse immediately), all Performance Rights that have
vested at the date of termination will be exercisable by Mr Funke Kupper for a period of 90
days following termination of employment, following which they will lapse.
Further information relating to these Performance Rights is available in the notices of
meeting for the Company’s 2007, 2008 and 2009 Annual General Meetings.

6.4.2 Previous contracts
6.4.2.1 Appointment incentive

Mr Funke Kupper was provided an appointment incentive in the year ended 30 June 2006 upon
commencement with the Company as Chief Executive, Australian Business of approximately
$1.9 million comprising:
Instrument type

Number

Trading restrictions and vesting conditions

Restricted Shares

97,000

Subject to trading restrictions lifting in 3 tranches
on 31 December 2006, 2007 and 2008

Performance Options

112,500

Performance Rights

15,000

Subject to the conditions under the LTI applicable
at the time of grant

At 30 June 2010, trading restrictions on all Restricted Shares had lifted, and no Performance
Options or Performance Rights had vested.

6.5 Executive contracts - KMP
6.5.1		

Current contracts

The table below contains details of the contracts of the executives who are KMPs, excluding
the Managing Director and Chief Executive Officer. The current contracts do not provide for
any termination payments, other than payment in lieu of notice.

Managing Director, Wagering

Minimum notice
period (months)

Mr Attenborough was provided an appointment incentive during the year of approximately
$500,000 comprising cash of $166,667 and Restricted Shares of approximately $333,333 as follows:

Contract
duration

Executive

4 years

6

9 (i)

Chief Financial Officer

Open ended

3

9

Mohan Jesudason

Managing Director, Gaming

Open ended

3

6

Kerry Willcock

Executive General Manager,
Corporate and Legal

Open ended

3

9

Louise Marshall

Executive General Manager,
Human Resources

Open ended

3

9

4 years

6

9

Open ended

3

6

Name

Position

Larry Mullin

Chief Executive Officer, Casinos

Matt Bekier

Current

Tabcorp

Future
David Attenborough (ii) Managing Director, Wagering

Instrument type

Number

Restricted Shares

47,483

Trading restrictions and vesting conditions
Subject to trading restrictions lifting in 2 tranches
on 9 April 2011 and 9 April 2012

6.5.3
Out performance incentives
Chief Executive Officer, Casinos
Mr Mullin’s contract includes an Out Performance Incentive (OPI), which is payable if certain
earnings threshold results for the Casinos Division are met for the 30 June 2012 financial year.
The maximum OPI payable is $2,700,000, and any payment will be made following the release
of the 30 June 2012 financial results.

Former
Robert Nason (iii)

Managing Director, Wagering

(i)	In the event of a change in control of the Group during the first two years of the contract, the notice period is
18 months.
(ii)	Commenced employment on 9 April 2010, and as a KMP on 29 July 2010 following the receipt of all necessary
regulatory approvals.
(iii) Ceased employment and as a KMP on 31 December 2009.

6.5.2
Appointment incentives
Chief Executive Officer, Casinos

Mr Mullin was provided an appointment incentive during the prior year of approximately
$1,500,000 comprising cash of $900,000 and Restricted Shares of approximately $600,000 as
follows:
Instrument type

Number

Restricted Shares

90,931

Trading restrictions and vesting conditions
Subject to trading restrictions lifting in 3 tranches
on 2 February 2010, 2011 and 2012
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6.6 Performance of Tabcorp and shareholder wealth

Tabcorp’s annual financial performance (on a pre impairment basis) and indicators of
shareholder wealth over the five year period ending 30 June 2010 are highlighted in the graphs
below.
Figure 7: Net profit after tax - pre impairment(i)
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Figure 9: Full year dividend in respect
of each financial year (includes interim,
final and special dividends)(ii)
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Figure 10: Company share price at
the end of each financial year(iii)
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(ii)		The 07/08 year includes the special dividend declared in August 2008 of 47.0 cents per share.
This dividend was declared as a substitute for the final dividend for the 07/08 year.
(iii)	The closing share price for 07/08 includes the effect of the Victorian Government’s announcement in April 2008
regarding its decision to change the Victorian gambling industry.
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Expiry date
1 Dec 2010
7 Sep 2011
3 Mar 2012
7 Sep 2012
3 Mar 2013
17 Nov 2013

First
44.1
17.3
32.9
16.5
39.7
16.7

TRS result at test date
Second
Third
33.3
31.0
12.2
21.4
31.5
18.9
21.1
21.5

Remuneration tables

7.1	Remuneration of KMP (including five highest paid executives, in accordance
with the Corporations Act 2001)

40
20
20
0

Grant date
1 Dec 2003
7 Sep 2004
3 Mar 2005
7 Sep 2005
3 Mar 2006
17 Nov 2006

93.2

(i)		After income tax before impairment.

38

Figure 11: Relative TSR ranking

Figure 8: EPS (basic) – pre impairment(i)

ShareShare
price price
($) ($)

Net profit
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Figure 11 shows Tabcorp’s TSR performance relative to the peer group of companies at test
dates during the test periods for LTI allocations.

Figure 12A: KMP remuneration for the year ended 30 June 2010 – Non Executive Directors
Short term
Post employment
Total
Salary & fees(i)
Superannuation
KMP
$
$
$
Current
John Story
410,500
36,945
447,445
Paula Dwyer
241,500
21,735
263,235
Jane Hemstritch
175,671
15,810
191,481
John O’Neill
181,500
16,335
197,835
Brett Paton
173,171
15,585
188,756
Zygmunt Switkowski
198,167
17,835
216,002
Former
Anthony Hodgson (ii)
67,500
6,075
73,575
Total
1,448,009
130,320
1,578,329
(i)

Comprises salary and fees.

(ii)	Retired at the Company’s Annual General Meeting on 19 October 2009.

Figure 12B: KMP remuneration for the year ended 30 June 2010 – Executives

KMP
Current Executive Director
Elmer Funke Kupper(vi)
Current Executives
Larry Mullin (vi)(vii)
Matt Bekier
Mohan Jesudason
Kerry Willcock
Louise Marshall (viii)
Future Executive
David Attenborough (vi)(ix)
Former Executive
Robert Nason (x)
Total

Total Charge for share based
allocations(iv)
excluding
charge for Performance
Super- share based
Options
Restricted
annuation allocations
& Rights
shares
$
$
$
$

Post
Long term employment

Short term
Bonus
$

Nonmonetary
benefits(ii)
$

Other(iii)
$

Long service
leave
$

1,549,319

1,125,000

-

-

17,879

14,461

2,706,659

909,749

-

3,616,408

56%

-

1,428,172
747,237
613,076
476,372
366,677

800,000
375,000
312,500
210,000
150,000

666,467
576
-

292,763
-

4,903
8,991
29,085
13,847
3,128

14,461
14,461
14,461
14,461

3,192,305
1,145,689
969,698
714,680
534,266

62,500
353,658
295,936
202,955
62,741

283,250
-

3,538,055
1,499,347
1,265,634
917,635
597,007

24%
49%
48%
45%
36%

-

167,719

110,000

-

255,859

415

3,615

537,608

-

62,500

600,108

18%

-

371,049
5,719,621

3,082,500

578
667,621

52,994
601,616

(14,277)
63,971

7,231
83,151

417,575
10,218,480

(351,145)
1,536,394

345,750

66,430
12,100,624

0%

-

Salary &
fees(i)
$

Total
$

Performance Termination
payments
related(v)
%
$

(i)

Comprises salary, salary sacrificed benefits (including superannuation, motor vehicle novated leases and share purchases) and annual leave expense.

(ii)

Comprises the cost to the Company for providing low interest loan to acquire shares in the Company pursuant to issues made under a previous employee share plan, car parking, accommodation, airfares and travel costs, where applicable.

(iii)

Comprises cash appointment incentives, relocation expenses, living away from home benefits and mortgage interest subsidy payments, where applicable.

(iv)	Represents the fair value of share based payments expensed by the Company, which includes amounts expensed on cessation of employment where equity instruments are retained, and reversal of previously recognised remuneration on
cessation of employment where equity instruments lapse. Value only accrues to the KMP when conditions have been met.
(v)	Represents the sum of bonus (excluding non-performance related bonus), Performance Options, Performance Rights and Restricted Shares (excluding appointment incentives) as a percentage of total remuneration, excluding termination
payments.
(vi)	Share based allocations include Restricted Shares that were granted as appointment incentives.
(vii)	Received cash in lieu of superannuation, due to being a senior executive temporary resident of Australia. These amounts are disclosed under salary and fees.
(viii)	Employment reverted to full time on 1 July 2009.
(ix)

Commenced employment on 9 April 2010, and as a KMP on 29 July 2010 following the receipt of all necessary regulatory approvals. Total remuneration for the period whilst a KMP was nil.

(x)

Ceased employment and as a KMP on 31 December 2009. In addition to the amounts disclosed above, payment of annual leave on cessation amounted to $96,378.

The amounts that appear under the heading ‘charge for share based allocations’ are the amounts required under the Accounting Standards to be expensed by the Company in respect of the
allocation of long term incentives and Restricted Shares to KMP. Each year, the Board may decide to allocate long term incentives to executives. Currently, these long term incentives are
allocated in the form of Performance Rights, which are expensed by the Company over the four year vesting period. Figures 12B and 12D represent the expenses incurred during the year in
respect of current and past incentive allocations. These amounts are therefore not amounts actually received by executives during the year. Whether executives receive any value from the
allocation of long term incentives in the future will depend on the performance of the Company relative to a peer group of listed companies. The mechanism which determines whether or not
long term incentives vest in the future is described in Sections 6.3.2 and 6.4.1.3.
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Figure 12C: KMP remuneration for the year ended 30 June 2009 – Non Executive Directors
Short term
Post employment
Total
Salary & fees(i)
Superannuation
KMP
$
$
$
Current
John Story
410,500
36,945
447,445
Paula Dwyer
241,500
21,735
263,235
Jane Hemstritch (ii)
170,906
15,382
186,288
Anthony Hodgson
202,500
18,225
220,725
John O’Neill
180,902
16,281
197,183
170,906
15,382
186,288
Brett Paton (iii)
Zygmunt Switkowski
195,902
17,631
213,533
Total
1,573,116
141,581
1,714,697
Figure 12D: KMP remuneration for the year ended 30 June 2009 – Executives

Larry Mullin(vi)(vii)
Matt Bekier
Mohan Jesudason
Robert Nason
Kerry Willcock
Louise Marshall(viii)
Former Executive
Walter Bugno(vi)(ix)
Total

Total Charge for share based
allocations(iv)
excluding
charge for Performance
Super- share based
Options
Restricted
annuation allocations
& Rights
shares
$
$
$
$

Post
Long term employment

Short term

KMP
Current Executive Director
Elmer Funke Kupper(vi)
Current Executives

(i)
Comprises salary and fees.
(ii)	Appointed as a director on 13 November 2008 following the receipt of all necessary regulatory approvals. Salary and
fees include observer fees of $67,596 paid for the period until 13 November 2008, whilst awaiting regulatory approval.
(iii)	Appointed as a director on 23 October 2008 following the receipt of all necessary regulatory approvals. Salary and fees
include observer fees of $56,920 paid for the period until 23 October 2008, whilst awaiting regulatory approval.

Bonus
$

Nonmonetary
benefits(ii)
$

Other(iii)
$

Long service
leave
$

1,539,242

1,200,000

278

-

27,208

13,745

2,780,473

584,737

51,360

3,416,570

50%

-

607,626
712,170
635,360
763,365
486,375
269,630

562,500
480,000
500,000
500,000
215,000
120,000

409,871
12,076
422
-

1,023,460
111,751
-

1,585
14,367
27,927
10,688
17,639
1,924

13,745
13,745
13,745
13,745
13,745

2,605,042
1,220,282
1,189,108
1,399,971
732,759
405,299

5,208
241,968
211,104
221,088
144,085
27,285

152,708
-

2,762,958
1,462,250
1,400,212
1,621,059
876,844
432,584

0%
49%
51%
44%
41%
34%

-

616,923
5,630,691

3,577,500

30,074
452,721

1,135,211

(6,703)
94,635

9,163
91,633

649,457
10,982,391

(480,573)
954,902

28,700
232,768

197,584
12,170,061

0%

-

Salary &
fees(i)
$

Total
$

Performance Termination
payments
related(v)
%
$

(i)	Comprises salary, salary sacrificed benefits (including superannuation, motor vehicle novated leases and share purchases) and annual leave expense.
(ii) Comprises the cost to the Company for providing low interest loan to acquire shares in the Company pursuant to issues made under a previous employee share plan, car parking, accommodation, airfares, travel costs and entertainment, where applicable.
(iii) Comprises cash appointment incentives, relocation expenses, living away from home benefits and mortgage interest subsidy payments, where applicable.
(iv)	Represents the fair value of share based payments expensed by the Company, which includes amounts expensed on cessation of employment where equity instruments are retained, and reversal of previously recognised remuneration on cessation of
employment where equity instruments lapse. Value only accrues to the KMP when conditions have been met.
(v)	Represents the sum of bonus (excluding non-performance related bonus), Performance Options, Performance Rights and Restricted Shares (excluding appointment incentives) as a percentage of total remuneration, excluding termination payments.
(vi)	Share based allocations include Restricted Shares that were granted as appointment incentives.
(vii) Commenced employment on 2 February 2009. KMP from 12 May 2009, following receipt of all necessary regulatory approvals. Non-monetary benefits restated for certain costs not previously included of $104,340. Superannuation reclassified as salary &
fees, as cash was received in lieu of superannuation, due to being a senior executive temporary resident of Australia. Total remuneration for the period whilst a KMP was $1,033,706. Bonus for the year was non-performance related.
(viii)	Employment changed to part time (3 days per week) effective 1 September 2008.
(ix) Ceased employment and as a KMP on 27 February 2009. In addition to the amounts disclosed above, payment of annual leave on cessation amounted to $7,684.
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7.2 Other remuneration tables

Figure 13A: Short term incentive (STI) achieved

Figure 13C: Performance Rights granted during the year

For the year ended 30 June 2010

Actual STI
payment $

Actual STI
payment
as a % of
maximum STI(i)

Actual STI
payment
as a % of
target STI

STI not
achieved
as a % of
target STI

Elmer Funke Kupper

1,125,000

50%

75%

25%

Larry Mullin

800,000

32%

59%

41%

Matt Bekier

375,000

40%

75%

25%

Mohan Jesudason

312,500

40%

75%

25%

Kerry Willcock

210,000

45%

84%

16%

Louise Marshall

150,000

40%

75%

25%

110,000

57%

106%

0%

-

0%

0%

100%

KMP

Current

Future
David Attenborough(ii)
Former
Robert Nason
(i)

Maximum STI for KMPs in charge of divisions may vary, as it is subject to Board discretion.

(ii)

Commenced employment on 9 April 2010, and as a KMP on 29 July 2010 following the receipt of all necessary
regulatory approvals. Percentages derived on a pro-rated basis.

Figure 13B: Terms and conditions of Performance Rights granted during the year
Fair value at
grant date
$

Grant date

Exercise
price
$

First
exercise
date

Last
exercise/expiry
date

-

17 June 2012

17 June 2016

For the year ended 30 June 2010:

19 October 2009(i)

3.92

For the year ended 30 June 2009:

15 September 2008

5.33

-

15 September 2011

15 September 2015

23 October 2008

4.42

-

15 September 2011

15 September 2015

17 June 2009

4.60

17 June 2012

17 June 2016

(i)

(i)	Terms and conditions of the Performance Rights are the same. Grant date differs due to Performance Rights
granted to the Managing Director and Chief Executive Officer required shareholder approval at the AGM. Fair
value is determined at grant date.

For the year ended 30 June 2010

Rights granted
19 October 2009
Number

KMP

Current
Elmer Funke Kupper

326,086

Larry Mullin

-

Matt Bekier

-

Mohan Jesudason

-

Kerry Willcock

-

Louise Marshall

-

Future
David Attenborough

-

Former
Robert Nason

-

Total

326,086

For the year ended 30 June 2009

KMP

Current
Elmer Funke Kupper

Rights granted
15 September 2008
Number

Rights granted
23 October 2008
Number

Rights granted
17 June 2009
Number

-

281,425

-

Larry Mullin

-

-

54,348

Matt Bekier

72,962

-

90,580

Mohan Jesudason

62,539

-

75,483

Robert Nason

70,356

-

90,580

Kerry Willcock

42,213

-

54,348

Louise Marshall

22,070

-

28,985

93,808

-

-

363,948

281,425

394,324

Former
Walter Bugno
Total
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Figure 13D: Performance Options and Performance Rights vested and exercised during the year
For the years ended 30 June 2010 and 30 June 2009
No Performance Options and Performance Rights vested or were exercised during either the current or prior year.
Figure 13E: Fair value of Performance Options and Performance Rights granted as part of remuneration (i)
During the year ended 30 June 2010

KMP

Granted
$

Exercised
$

Lapsed
$

As a % of
remuneration (ii)
%

Elmer Funke Kupper

1,278,257

-

-

25%

Larry Mullin

-

-

-

2%

Matt Bekier

-

-

-

24%

Mohan Jesudason

-

-

154,438

23%

Current

Kerry Willcock

-

-

-

22%

Louise Marshall

-

-

-

11%

-

-

-

0%

-

-

1,328,797

0%

1,278,257

-

1,483,235

Future
David Attenborough
Former
Robert Nason
Total
(i)

For details on the valuation of the Performance Options and Performance Rights, including models and assumptions used, refer to Note 26 of the full Financial Report.

(ii)	Represents the fair value of Performance Options and Performance Rights expensed during the year as a percentage of total remuneration, excluding termination payments.
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Income statement
For the year ended 30 June 2010

2010

2009

4,219.8

4,211.3

(1,164.6)

(1,136.6)

$m

Revenue
Other income
Government taxes and levies
Commissions and fees
Employment costs
Depreciation and amortisation
Property costs
Advertising and promotions
Professional and contract services
Other expenses
Profit before income tax expense and net finance costs
Finance income
Finance costs
Profit before income tax expense

1.4

(954.1)

(602.5)

(203.6)

(88.3)

(86.4)
(27.2)

$m

(2.9)
(926.3)
(583.9)
(177.2)
(81.9)
(97.4)
(22.5)

(300.1)

(287.2)

794.4

895.4

7.1

(161.3)
640.2

7.1
(160.4)
742.1

Income tax expense

(170.7)

(220.4)

Net profit after tax

469.5

521.7

13.1

(61.0)

Other comprehensive income
Change in fair value of cash flow hedges taken to equity
Actuarial gain/(loss) on defined benefit plan
Income tax (expense)/benefit on items of other comprehensive income
Other comprehensive income/(loss) for the period, net of income tax
Total comprehensive income for the period
Earnings per share:
Basic earnings per share (cents per share)
Diluted earnings per share (cents per share)
		

0.5

(1.9)

9.6

(44.0)

479.1

477.7

77.1

93.2

(4.0)

77.0

18.9

93.1
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Balance sheet
As at 30 June 2010
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2010
$m

2009
$m

Current assets
Cash and cash equivalents
Receivables
Inventories
Derivative financial instruments
Other
Total current assets
Non current assets
Property, plant and equipment
Intangible assets - licences
Intangible assets - other
Other receivables
Derivative financial instruments
Other
Total non current assets

261.9
80.5
13.8
24.9
381.1

291.4
70.5
14.3
6.1
20.9
403.2

1,762.9
652.6
3,627.5
8.1
2.8
22.7
6,076.6

1,566.3
688.1
3,641.8
2.3
13.3
24.4
5,936.2

TOTAL ASSETS

6,457.7

6,339.4

Current liabilities
Payables
Interest bearing liabilities
Current tax liabilities
Provisions
Derivative financial instruments
Other
Total current liabilities
Non current liabilities
Interest bearing liabilities
Deferred tax liabilities
Provisions
Derivative financial instruments
Other
Total non current liabilities
TOTAL LIABILITIES

510.3
175.0
46.8
76.4
22.0
15.5
846.0

492.2
56.5
88.8
35.2
24.3
697.0

1,816.8
273.4
10.6
53.9
2.3
2,157.0
3,003.0

2,040.9
273.8
11.3
35.5
4.1
2,365.6
3,062.6

NET ASSETS

3,454.7

3,276.8

Equity
Issued capital
Accumulated losses
Reserves
TOTAL EQUITY

3,733.9
(310.0)
30.8
3,454.7

3,670.7
(416.5)
22.6
3,276.8

Cash flow statement
For the year ended 30 June 2010

Cash flows from operating activities
Net cash receipts in the course of operations
Payments to suppliers, service providers and employees
Payment of government levies, betting taxes and GST
Interest revenue received
Finance costs paid
Income tax paid
Net cash flows from operating activities
Cash flows from investing activities
Payment for property, plant and equipment and intangibles
Proceeds from sale of property, plant and equipment and intangibles
Loans advanced to customers
Net cash flows used in investing activities
Cash flows from financing activities
Proceeds from debt raising
Proceeds from issue of shares
Net repayments of borrowings
Payment of transaction costs for share issue
Dividends paid
Payments for on-market share buy back
Proceeds from sale of treasury shares
Loans advanced to related party
Repayment of employee share loans
Net cash flows used in financing activities
Net increase/(decrease) in cash held

2010

2009

4,280.2

4,258.5

$m

(2,213.6)

(1,038.0)
6.6

(155.0)

(179.0)

$m

(2,192.0)
(1,020.7)
7.1
(171.4)
(209.0)

701.2

672.5

(408.1)

(256.5)

2.7

1.7

(4.7)

-

(410.1)

(254.8)

-

434.5

(15.0)

(770.3)

-

(303.4)

(1.9)

387.0
(7.8)
(341.0)
(2.2)

0.7

0.1

-

0.2

(1.0)
(320.6)
(29.5)

(299.5)
118.2

Cash at beginning of year

291.4

173.2

Cash at end of year

261.9

291.4
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Statement of changes in equity
For the year ended 30 June 2010

Issued capital
Ordinary
Treasury
shares
shares(i)

Accumulated
losses

Net
unrealised
gains
reserve (ii)

Employee
equity
benefit
reserve (iii)

Total
equity

$m

$m

$m

$m

$m

$m

3,674.9
60.0
2.7
3,737.6

(4.2)
(1.9)
1.5
0.9
(3.7)

(416.5)
469.5
0.4
(363.4)
(310.0)

13.9
9.2
23.1

8.7
(2.7)
1.7
7.7

3,276.8
469.5
9.6
(363.4)
60.0
(1.9)
3.2
0.9
3,454.7

Balance at beginning of year
Profit for the period
Other comprehensive income
Dividends paid
Ordinary shares issued
Transaction costs
Dividend reinvestment plan
Transfers
Restricted shares issued
Share based payments expense
Repayments
Disposal of shares

3,198.9
387.0
(5.4)
92.6
1.8
-

(3.5)
(2.3)
1.2
0.2
0.2

(503.7)
521.7
(1.3)
(433.2)
-

56.6
(42.7)
-

9.0
(1.8)
1.5
-

2,757.3
521.7
(44.0)
(433.2)
387.0
(5.4)
92.6
(2.3)
2.7
0.2
0.2

Balance at end of year

3,674.9

(4.2)

(416.5)

13.9

8.7

3,276.8

2010
Balance at beginning of year
Profit for the period
Other comprehensive income
Dividends paid
Dividend reinvestment plan
Transfers
Restricted shares issued
Share based payments expense
Disposal of shares
Balance at end of year
2009

(i)	Comprises the balance of limited recourse loans provided to employees in employee share plans (loans ceased being granted in 2003), and the
unvested portion of Restricted Shares issued to executives as an incentive on appointment or for retention.
(ii)	Records fair value changes on the portion of the gain or loss on a hedging instrument in a cash flow hedge that is determined to be an effective hedge.
(iii) 	Records the movement of equity benefits provided to executives and employees as part of their remuneration.
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Notes to the concise financial statements
For the year ended 30 June 2010

1.

Accounting policies

This concise financial report has been prepared in accordance with the Corporations
Act 2001 and Accounting Standard AASB 1039 Concise Financial Reports. The financial
statements and specific disclosures required by AASB 1039 are an extract of, and have been
derived from the Group’s full financial report for the financial year. Other information
included in the concise financial report is consistent with the Group’s full financial report.
All amounts are presented in Australian Dollars.
A full description of the accounting policies adopted by the Group is provided in the 2010
financial statements which form part of the full financial report.

2.

Dividends

2010
$m

(b)

Final

dividend for 2009 of 30.0 cents per share paid on
18 September 2009

(c) Special dividend for 2008 of 47.0 cents per share paid
on 22 September 2008
Dividends declared after balance date
Since the end of the financial year, the directors declared
the following dividend:
Final dividend for 2010 - 25.0 cents per share
(2009: 30.0 cents per share)

2009
$m

182.3

186.5

181.1

-

-

246.7

363.4

433.2

153.2

181.1

The financial effect of this dividend has not been brought to account in the financial
statements and will be recognised in subsequent financial reports (refer to note 4).

Segment information

The Group’s operating segments have been determined based on the internal management
reporting structure and the nature of products and services provided by the Group. They
reflect the business level at which financial information is provided to management for
decision making regarding resource allocation and performance assessment.
The reportable segments are based on aggregated operating segments, determined by the
similarity of the products and services provided.
The Group has five reportable segments:

Dividends declared and paid during the year on ordinary shares:
(a) Interim dividend for 2010 of 30.0 cents per share paid
on 22 March 2010 (2009: 35.0 cents per share paid on
23 March 2009)

3.

Star City

Star City casino operations including hotels, apartment complex,
theatres, restaurants and bars.

Qld Casinos

Casino operations at three Queensland locations, including hotels,
theatre, restaurants and bars.

Wagering

Comprises:
- Totalisator and fixed odds betting activities; and
- National and international broadcasting of racing and sporting
events.

Victorian
Gaming

Electronic Gaming machine operations in licensed hotels and clubs
within Victoria.

Keno

Keno operations in licensed clubs and hotels within Victoria, NSW and
Queensland.

The segment information presented at 30 June 2009 comprised three segments. The basis
of segmentation has altered since 30 June 2009, due to the adoption of AASB 8 Operating
Segments, resulting in the previous Casinos segment being split into two reportable
segments, Star City and Qld Casinos; and the previous Gaming segment being split into
two operating segments, Victorian Gaming and Keno. The information for the comparative
period has been restated in accordance with the new accounting standard.
Intersegment pricing is determined on commercial terms and conditions.

Dividends on ordinary shares are fully franked at a tax rate of 30%.
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Notes to the concise financial statements (continued)

For the year ended 30 June 2010

3.Segment information (continued)

2010
Revenue - external
Revenue - intersegment
Segment revenues
Segment profit before interest and tax
Depreciation and amortisation
Segment assets
Capital expenditure

Star City

Qld Casinos

Wagering

Victorian Gaming

Keno

Total

766.0

600.4

1,671.2

1,037.2

157.2

4,232.0

768.2

603.7

1,671.2

1,037.2

157.2

4,237.5

51.4

37.7

68.6

36.7

9.2

203.6

$m

2.2

168.5

$m

3.3

102.2

$m

-

262.1

$m

-

225.4

$m

-

46.6

$m

5.5

804.8

2,214.9

1,276.2

2,495.0

229.7

239.1

6,454.9

725.3

626.1

1,593.4

1,069.4

156.1

4,170.3

192.6

37.9

88.5

34.2

10.8

364.0

2009
Revenue - external
Revenue - intersegment

3.2

3.1

-

-

-

6.3

Segment revenues

728.5

629.2

1,593.4

1,069.4

156.1

4,176.6

Segment profit before interest and tax

161.0

167.1

251.7

228.7

48.4

856.9

Depreciation and amortisation

38.8

30.5

62.9

38.5

7.3

178.0

2,061.0

1,302.0

2,468.1

249.2

238.9

6,319.2

194.1

36.7

86.2

18.8

19.5

355.3

Segment assets
Capital expenditure
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Reconciliation of reportable segment revenues, profit, assets and other material items
(a) Revenues
Segment revenues
Casino segments - win rate adjustment for VIP business(i)
Unallocated items
Intersegment sales elimination
Consolidated revenue
(b) Profit before income tax
Segment profit before interest and tax
Casino segments - win rate adjustment for VIP business(i)
Unallocated items:
- finance income
- operating revenues
- other income and expenses
- finance costs
Consolidated profit before income tax
(c) Assets
Segment assets
Unallocated items:
- derivatives at fair value
- other
Consolidated assets
(d) Other material items
Depreciation and amortisation
Unallocated item:
- other
Consolidated depreciation and amortisation

(i)

2010
$m

2009
$m

4,237.5
(12.2)
(5.5)
4,219.8

4,176.6
40.6
0.4
(6.3)
4,211.3

804.8
(10.9)

856.9
36.5

7.1
0.5
(161.3)
640.2

7.1
0.4
1.6
(160.4)
742.1

6,454.9

6,319.2

2.8
6,457.7

19.4
0.8
6,339.4

203.6

178.0

203.6

(0.8)
177.2

Win rates in the VIP Rebate Business of the Star City and Qld Casinos segments can fluctuate from period to period, therefore the segment revenues and profit are ‘normalised’ at the theoretical rate to reflect the underlying performance of the
business. Consolidated revenue and profit reflect the actual win rate in this business.

4.Subsequent events
Dividends

Since 30 June 2010, the directors have declared a final dividend of 25.0 cents per ordinary share. The total amount of the final dividend is $153.2 million. This has not been provided for in the
30 June 2010 financial statements (refer to note 2).
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Directors’ declaration
In the opinion of the directors of Tabcorp Holdings Limited the accompanying concise
financial report of the consolidated entity, comprising Tabcorp Holdings Limited and its
controlled entities for the year ended 30 June 2010:
(a) h
 as been derived from or is consistent with the full financial report for the financial
year; and
(b) complies with Accounting Standard AASB 1039 Concise Financial Reports.
This declaration has been made after receiving the declarations required to be made to the
directors in accordance with sections 295A of the Corporations Act 2001.
Signed in accordance with a resolution of directors.

John Story
Chairman
Melbourne
5 August 2010
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Independent audit report
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Five year review
2010
$m

4,219.8

Total revenue

EBITDA - pre impairment

Profit before interest and tax

Profit after income tax attributable to members of parent entity

2009
$m

4,211.3

2008
$m

3,992.5

3,875.1

174.7

803.3

998.0

1,072.6

469.5

521.7

(164.6)

794.4

895.4

2007
$m

1,075.2

947.8

2006
$m

3,825.4
1,059.1
851.5

450.4

543.4

Profit after income tax - pre impairment

469.5

335.5

367.6

493.4

493.5

467.2

Cash and deposits

261.9

291.4

173.2

202.2

206.6

Intangible assets - licences

652.6

688.1

723.9

1,220.8

1,230.1

Dividend1

119.2

Other current assets

3,627.5

Intangible assets - other

Current interest bearing liabilities

Other current liabilities

111.8

543.0

128.3

6,457.7

6,339.4

6,121.7

6,726.5

6,672.0

671.0

697.0

615.8

514.9

506.2

175.0

1,606.3
-

1,589.5
-

2,040.9

2,269.7

Total liabilities

3,003.0

3,062.6

3,364.4

408.1

256.5

222.0

Capital expenditure - payments
Earnings per share - pre impairment

Earnings per share

Dividends per share

1

Operating cash flow per share

2

Return on shareholders’ funds - pre impairment

340.2

3,454.7

324.7

3,276.8

478.9

3,342.3

2,029.6
383.3

3,309.1

166.8

236.1

cents
93.2

cents
103.4

cents
86.2

cents
116.6

55.0

65.0

94.0

94.0

89.0

17.8%

17.0%

13.4%
$6.45

77.1

48.2

13.9%

93.2

74.3

(31.4)

82.0

$5.25

Revenue3
Casinos4

$m
1,371.9

$m
1,357.7

1,225.5

$5.68

1,671.2

Gaming

1,194.4

Total

4,232.0
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486.8

cents
77.1

$5.86
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1,950.6

390.0

3,362.9

17.8%

Unallocated/elimination

390.0

1,486.8

3,384.2

13.9%

Wagering

1,542.3

3,676.5

2,757.3

Return on shareholders’ funds

Net assets per share

72.0

3,680.7

1,816.8

Shareholders’ funds

80.5

611.9

3,506.8

Non current interest bearing liabilities
Other non current liabilities

452.6

3,641.8

1,796.5

Other non current assets

Total assets

521.7

(5.5)

1,593.4
(5.9)

4,170.7

-5.1%

85.8

84.2

103.6

89.4

18.1%

13.3%

16.1%

$m
1,323.2

$m
1,343.5

$m
1,323.3

1,154.2

1,101.6

1,067.0

3,951.1

3,920.1

3,811.4

1,477.6
(3.9)

1,477.1
(2.1)

$6.41

1,414.1
7.0

EBITDA - Earnings before interest,
tax, depreciation and amortisation.
1	Dividends attributable to the year, but which may be
payable after the end of the period. 2008 includes a special
dividend declared in August 2008.
2	Net operating cash flow per the statement of cashflows
does not include payments for property plant and
equipment and intangibles, whereas these items are
included in the calculation for the operating cash flow per
share ratio.
3	Revenue includes both external and internal revenue.
4	The Casino revenues are normalised.

Shareholder information as at 13 August 2010
Ordinary share capital

Tabcorp has on issue 612,625,759 fully paid ordinary shares. The issued capital has increased
from last year due to ordinary shares issued pursuant to Tabcorp’s Dividend Reinvestment
Plan. There currently isn’t a share buy-back in operation in respect of the company’s ordinary
shares.

Tabcorp Bonds

Tabcorp has on issue 2,844,712 Tabcorp Bonds which are five year debt securities listed on
the Australian Securities Exchange (ASX) under the code TAHHA. They were initially issued
on 1 May 2009 to successful applicants pursuant to the Tabcorp Bonds Prospectus dated
1 April 2009.
Holders of Tabcorp Bonds are entitled to receive quarterly interest payments and $100 cash
per Tabcorp Bond upon redemption (on 1 May 2014).
The interest rate is equal to the 3 month bank bill rate plus a fixed margin of 4.25% p.a. and
is paid every 3 months.
Investors who were allocated at least 100 Tabcorp Bonds and maintained at least their initial
allocation for the first year were entitled to bonus interest for the first year of an additional
0.25% p.a. (subject to a cap of 500 Tabcorp Bonds per holding), which was paid on 17 May
2010.

Shareholding restrictions

Gambling legislation in Victoria, New South Wales and Queensland and Part 2 (Rules 131
to 139) of the Constitution of the Company contain provisions regulating the exercise of
voting rights by persons with prohibited shareholding interests. The legislation also sets
out the regulation of shareholding interests. The relevant Minister has the power to request
information to determine whether a person has a prohibited shareholding interest. If
a person fails to furnish these details within the time specified or, in the opinion of the
Minister, the information is false or misleading, then the Minister can declare the voting
rights of those shares suspended.

Voting rights

All ordinary shares issued by Tabcorp Holdings Limited carry one vote per share. Tabcorp
bonds, options and share rights do not carry any voting rights. Failure to comply with
certain provisions of the Victorian Gambling Regulation Act 2003 or Tabcorp’s Constitution,
including the shareholder restrictions discussed above, may result in suspension of voting
rights.

Shareholder Benefits Scheme

Tabcorp introduced a benefits scheme for shareholders in April 2004. The scheme provides
free entry into nominated thoroughbred, harness and greyhound racing events and special
offers on accommodation, food and beverages, merchandise and other selected benefits at
the Company’s hotel and casino properties. Shareholder benefits cards are sent to eligible
shareholders once a year with their interim dividend. Details of the scheme and its terms
and conditions are available on Tabcorp’s website, www.tabcorp.com.au.

Substantial shareholders

The following is a summary of the current substantial shareholders pursuant to notices
lodged with the ASX in accordance with section 671b of the Corporations Act 2001:
Name
Perpetual Limited
Lazard Asset Management Pacific Co
Maple-Brown Abbott Limited
National Australia Bank

Date of interest
5 February 2010
2 June 2010
29 March 2010
20 August 2009

Number of % of issued
capital(ii)
ordinary shares(i)
48,761,884
8.02
31,905,018
5.21
30,910,753
5.05
30,643,881
5.042

(i)	As disclosed in the last notice lodged with the ASX by the substantial shareholder.
(ii)	The percentage set out in the notice lodged with the ASX is based on the total issued share capital of Tabcorp
at the date of interest.

Marketable parcel

There were 28,410 shareholders holding less than a marketable parcel of ordinary shares
($500, equivalent to 80 ordinary shares) based on a market price of $6.29 at the close of
trading on 13 August 2010.

Concise annual report 2010

53

Shareholder information as at 13 August 2010 (continued)
Twenty largest registered shareholders and bondholders*
Investor group name
HSBC Custody Nominees (Australia) Limited
National Nominees Limited

Number of
ordinary shares
99,843,974
91,680,421

J P Morgan Nominees Australia Limited

81,423,695

RBC Dexia Investor Services Australia Nominees Pty Limited

37,204,319

Citicorp Nominees Pty Limited

34,263,174

Cogent Nominees Pty Limited

11,457,910

UBS Nominees Pty Ltd

7,798,370

AMP Life Limited

6,978,533

Woodross Nominees Pty Ltd

4,923,865

UBS Wealth Management Australia Nominees Pty Ltd

4,283,849

UBS Nominees Pty Ltd

1.27

Dimbulu Pty Ltd

20,000

0.70

1.14

RBC Dexia Investor Services Australia Nominees Pty Limited

0.80

0.70

ES Strategic Consolidated P/L

Buttonwood Nominees Pty Ltd

1,238,504

0.20

Invia Custodian Pty Limited

402,981,818

65.77

Australian United Investment Co Limited

* On a grouped basis

Ordinary Shares (i)
Number of
Number of
holders
securities
104,786
37,293,104
41,284
88,611,556
4,200
29,762,914
1,795
38,188,699
111
418,769,486
152,176
612,625,759

0.54

ANZ Trustees Limited

0.36

ABN Amro Clearing Sydney Nominees Pty Ltd

0.26

Cogent Nominees Pty Limited

0.19

Link Enterprises (International) Pty Ltd
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1.01

0.70

18,852

0.66

15,000

0.53

14,508

0.67
0.53

0.51

11,485

0.40

10,297

0.36

968,883

34.07

Rights (ii)
Number of
holders
7
28
3
12
4
54

Number of
securities
4,867
54,463
19,846
457,728
1,234,424
1,771,328

10,459

10,000

0.37
0.35

* On a grouped basis

Tabcorp Bonds
Number of
Number of
holders
securities
6,300
1,418,617
188
439,672
9
66,650
17
486,700
2
433,073
6,516
2,844,712

(i) Ordinary Shares includes Restricted Shares and Deferred Shares offered to employees under the Company’s incentive arrangements
(ii) Options and Rights were issued to employees pursuant to the Company’s long term incentive arrangements.
Refer to the Remuneration Report on pages 29 to 42 for more information about the Company’s incentive arrangements.
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1.59

0.68

15,000

Total of top 20 registered bondholders

1.76

19,273

19,000

2,193,596

1,169,215

28,632

20,000

Jonwen Staff Super Nominees PL

1,600,000

CS Fourth Nominees Pty Ltd

2.46

1.23

45,125

0.44

1,880,806

69,850

35,000

Citicorp Nominees Pty Limited

0.31

Bond Street Custodians Limited

Australian Reward Investment Alliance

4.34

4.69

Brispot Nominees Pty Ltd

1.87

2,690,993
2,209,810

123,329

133,386

5.59

Lord Mayor's Charitable Fund

Argo Investments Limited

% of total
Bonds
10.53

50,000

0.36

2,952,839

Number of
Tabcorp Bonds
299,687

J P Morgan Nominees Australia Limited

0.48

3,311,960

Questor Financial Services Limited

Number of securities held
1 - 1,000
1,001 - 5,000
5,001 - 10,000
10,001 - 100,000
100,001 - and over
Total

6.07

HSBC Custody Nominees (Australia) Limited

First Option Credit Union Ltd

3,875,985

Queensland Investment Corporation

Distribution of securities held

13.29

National Nominees Limited

0.63

ANZ Nominees Limited

Total of top 20 registered shareholders

14.97

Investor group name
UBS Wealth Management Australia Nominees Pty Ltd

Questor Financial Services Limited

Merrill Lynch (Australia) Nominees Pty Ltd

M F Custodians Ltd

% of issued
capital
16.30

Options (ii)
Number of
holders
1
6
18
20
2
47

Number of
securities
417
24,713
146,502
817,597
358,516
1,347,745

Online shareholder services
Use the internet to easily manage your shareholding
On-line share registry facility

The Company’s website, www.tabcorp.com.au, has an on-line share registry facility that
enables shareholders to conduct standard shareholding enquiries and transactions, including:
■■Elect to become an eShareholder (refer to the section below)
■■Download dividend statements
■■Update your registered address
■■Check current and previous shareholding balances
■■Cast proxy votes for the Annual General Meeting
■■Lodge or update your banking details
■■Check participation in the Dividend Reinvestment Plan
■■Notify Tax File Number / Australian Business Number

You can access this information using your Securityholder Reference Number (SRN) or Holder
Identification Number (HIN) together with your surname (or company name) and postcode
(or country code).

Annual report

Tabcorp’s interactive annual reports are available on-line from the Company’s website,
www.tabcorp.com.au.
Following changes to legislation in 2007, annual reports are now only sent to those
shareholders who have requested to receive a copy. Shareholders who no longer wish to
receive a hard copy of the annual report or wish to receive the annual report electronically,
should contact the share registry or make their election by using the on-line share registry
system at www.tabcorp.com.au.

Tabcorp website

The Company’s website, www.tabcorp.com.au, offers investors a wide range of information
regarding its activities and performance, including annual reports, interim and preliminary
results, webcasts of results and Annual General Meeting presentations, major news releases
and other Company statements. Investors wishing to be notified of company announcements
can register for the free email alert facility under the news section of the website.

Become an eShareholder

You can elect to receive all your shareholder communications electronically, including
dividend advices, annual reports, notices of meetings and other shareholder communications.
By providing your email address and electing to become an eShareholder, you will be helping
to reduce the impact on the environment and costs associated with printing and sending
shareholder documents. Shareholders can make their selections using the on-line share
registry facility.

Dividend payments

All dividends paid by Tabcorp to shareholders with a registered address in Australia are paid
by direct credit into a nominated bank account with an Australian financial institution or
through reinvestment in the Company’s Dividend Reinvestment Plan (DRP).
Payments by direct credit and dividend reinvestment provide many benefits to shareholders
as well as being quick and convenient. Payments are electronically credited and/or DRP
shares allocated to shareholders on payment date, allowing shareholders to utilise their
funds immediately without any mailing or handling delays. There are also no misplaced or
un-deposited cheques, and reduces the likelihood of mail fraud. DRP participants are able to
increase their Tabcorp share portfolio without any brokerage or handling costs.
You can provide or update your bank account details by using the on-line share registry facility
at www.tabcorp.com.au or by contacting the share registry.
To elect to participate in the company’s DRP, contact the share registry.
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Investor enquiries

Major announcements

Investors seeking information about their Tabcorp ordinary shares or Bonds should contact
Tabcorp’s share registry. Investors should have their Shareholder Reference Number (SRN) or
Holder Identification Number (HIN) available to assist in responding to their enquiries.

Tabcorp’s major Company announcements since the previous annual report are listed below.
These announcements are available on the Company’s website at www.tabcorp.com.au
following their release to the Australian Securities Exchange.

Tabcorp’s Share Registry
Link Market Services Limited

Locked Bag A14
Sydney South NSW 1235
Telephone: 1300 665 661 (local call cost within Australia)
Telephone: 02 8280 7418
Facsimile: 02 9287 0303
Facsimile: 02 9287 0309 (proxy forms only)
E-mail: tabcorp@linkmarketservices.com.au
Website: www.linkmarketservices.com.au

General enquiries about Tabcorp

Investor information is available on Tabcorp’s website www.tabcorp.com.au, including major
announcements, annual reports, dividend history and general company information. If you
would like more information about the Company, you are invited to contact:
Tabcorp’s Shareholder Relations Manager
Telephone: 03 9868 2779
Facsimile: 03 9868 2726
E-mail: investor@tabcorp.com.au
Website: www.tabcorp.com.au

American Depositary Receipts (ADR)

The Company’s ADR program was terminated on 30 April 2010. Under this program, the
Company’s ordinary shares were traded in sponsored ADR form in the United States of
America. Any enquiries about ADRs should be made to:
The Bank of New York Mellon
BNY Mellon Shareowner Services
PO Box 358516
Pittsburg AA 15252-8516 USA
Telephone: 1-888-269-2377 (domestic)
Telephone: +1-201-680-6825 (international)
E-mail: shrrelations@mellon.com
Website: www.bnymellon.com/shareowner
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2010

5 Aug

Full year results – normalised net profit after tax of $477.3 million, down 3.8%

21 Apr

Small shareholder program launched providing an opportunity for eligible small
shareholders to sell, top-up of retain their shareholding

5 Aug

4 Feb

28 Jan

14 Jan

2009

30 Nov

Further expansion of facilities at Star City

Half year results – normalised net profit after tax of $264.0 million, up 0.8%

Tabcorp appoints new Managing Director, Wagering – David Attenborough

Tabcorp’s supplementary submission to the Productivity Commission’s Inquiry
into Gambling

Tabcorp announces resignation of Managing Director, Wagering

27 Nov

TAB delivers national account service convenience through Australia Post

6 Oct

Sky Racing to launch two new channels in 2010

19 Oct

Speeches at Tabcorp’s annual general meeting

Company directory
Registered office

Tabcorp Holdings Limited
5 Bowen Crescent
Melbourne VIC 3004
Australia
Telephone: 03 9868 2100
Facsimile: 03 9868 2300
E-mail: investor@tabcorp.com.au

Website

www.tabcorp.com.au

Stock exchange listing

The Company’s securities are
quoted on the Australian Securities
Exchange (ASX) under the codes
“TAH” for ordinary shares and
“TAHHA” for Bonds.

Auditors

Ernst & Young – External auditors

Key dates
New South Wales office

Treasury Casino and Hotel

495 Harris Street
Ultimo NSW 2007
Telephone: 02 9218 1000

George Street
Brisbane QLD 4000
Reservations: 1800 506 889
Telephone: 07 3306 8888
www.treasurybrisbane.com.au

Queensland office

Level 3
159 William Street
Brisbane QLD 4000
Telephone: 07 3228 0000

Jupiters Townsville Hotel
and Casino

Star City Hotel and Casino
80 Pyrmont Street
Pyrmont NSW 2009
Reservations: 1800 700 700
Telephone: 02 9777 9000
www.starcity.com.au

Jupiters Hotel and Casino

Broadbeach Island
Gold Coast QLD 4218
Reservations: 1800 074 344
Telephone: 07 5592 8100
www.jupitersgoldcoast.com.au

2010

Annual General Meeting
(Melbourne Park, Melbourne)

2011*

Half-year results announcement

3 February

Ex-dividend for interim dividend

8 February

Record date for interim dividend

14 February

Sir Leslie Thiess Drive
Townsville QLD 4810
Reservations: 1800 079 210
Telephone: 07 4722 2333
www.jupiterstownsville.com.au

Interim dividend payment

Sky Racing / Sky Sports Radio

Final dividend payment

79 Frenchs Forest Road
Frenchs Forest NSW 2086
Telephone: 02 9451 0888
www.skyracing.com.au
www.skysportsradio.com.au

25 October

21 March

End of financial year

30 June

Full-year results announcement

4 August

Ex-dividend for final dividend

9 August

Record date for final dividend

15 August
19 September

Annual General Meeting

26 October

* These dates may change.
See the Company’s website for updates.

About this Annual Report

Currency

Investment warning

Tabcorp’s Annual Report consists of two documents – the
Concise Annual Report (which incorporates the concise
financial statements) and the Financial Report. The concise
financial statements included in the Concise Annual Report
cannot be expected to provide as full an understanding
of Tabcorp’s performance, financial position and investing
activities as provided by the full Financial Report. A copy
of Tabcorp’s Financial Report is available, free of charge, on
request and can be accessed via the Company’s website at
www.tabcorp.com.au.

References to currency are in Australian dollars unless
otherwise stated.

Past performance of shares is not necessarily a guide to future
performance. The value of investments and any income from
them is not guaranteed and can fall as well as rise. Tabcorp
recommends investors seek independent professional advice
before making investment decisions.

Copyright
Information in this report has been prepared by Tabcorp,
unless otherwise indicated. Information may be reproduced
provided it is reproduced accurately and not in a misleading
context. Where the material is being published or issued
to others, the sources and copyright status should be
acknowledged.

Privacy
Tabcorp respects the privacy of its stakeholders. Tabcorp’s
Privacy Policy is available on the Company’s website at
www.tabcorp.com.au.

www.tabcorp.com.au

