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1.
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2.
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Tabcorp’s most recent annual financial report.
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Tabcorp 2015 half year results
OVERVIEW
•

Statutory Net Profit After Tax (NPAT) $122.4 million, up 64.1% on the prior
corresponding period (pcp). This comprises:
o
o

NPAT before significant items of $90.9 million, up 21.8%
Net benefit from significant items after tax of $31.5 million relating to an
income tax benefit 1

•

Statutory Earnings Per Share (EPS) 16.0 cents per share, up 61.6%
o EPS before significant items 11.9 cents per share, up 20.2%

•

Interim dividend 10 cents per share, fully franked, up 25.0%

•

Special dividend 30 cents per share, fully franked 2

•

Earnings Before Interest, Tax, Depreciation and Amortisation (EBITDA) before
significant items $261.3 million, up 7.2%
o
o
o

Revenues $1,115.2 million, up 6.7%
Variable contribution $495.9 million, up 6.8%
Operating expenses $234.6 million, up 6.3%. Excluding $7.9 million relating
to ACTTAB, operating expenses were up 2.8%

•

Strong performance by Wagering business, underpinned by successful Spring
Racing Carnival and Soccer World Cup, as well as digital and fixed odds growth

•

ACTTAB acquisition completed

•

Wagering and Media businesses integrated during the period, reflecting deeper
integration of vision and wagering

•

Agreement reached on long-term media rights deal for NSW thoroughbred
racing in January 2015, comprising domestic, international and digital rights 3

•

1 for 12 entitlement offer announced 4

MANAGING DIRECTOR AND CEO COMMENTARY
“Tabcorp’s positive 1H15 performance reflects the benefits of the continued transformation
of our business and ongoing investment in our unique multi-channel distribution model,”
said Managing Director and Chief Executive Officer David Attenborough.
“Wagering benefitted from excellent execution around two big events, the Spring Racing
Carnival and Soccer World Cup. Strong customer acquisition numbers and betting
volumes helped drive first half earnings. Our market leadership in fixed odds and digital
wagering continues, with strong growth achieved in both segments during the first half.
1

Refer to 24 November 2014 ASX release, ‘NSW Trackside payment income tax treatment resolved’.
Refer to 5 February 2015 ASX release, ‘Tabcorp announces a special dividend and capital raising’.
Refer to 28 January 2015 ASX release, ‘Sky Racing reaches agreement on NSW thoroughbred media rights’.
4
Refer to 5 February 2015 ASX release, ‘Tabcorp announces a special dividend and capital raising’.
2
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“We are continuing to progress growth opportunities for Tabcorp Gaming Solutions
(TGS). TGS will leverage its operational expertise and track record in Victoria as it
expands in NSW.
“The Keno business is positioned to benefit from increased marketing and investment in
new products, including jackpot pooling.
“The operational focus and investments made by Tabcorp in recent years has given our
customers a unique and complete market offering across all channels and products. The
business is well placed to deliver on our priorities for FY15.”
BUSINESS RESULTS 5
$m
Revenues

Wagering

Change
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Services
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960.7

7.8%

50.7

Variable contribution

388.1

8.7%

49.9

Operating expenses

(195.9)

8.0%

(16.1)

EBITDA

192.2

9.5%

33.8

D&A
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130.7
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Change
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1,115.2

6.7%

0.5%

495.9

6.8%

0.9%

(234.6)

6.3%

36.2

0.3%

261.3

7.2%

(0.7%)

(9.2)

(10.7%)

(84.2)

2.9%

1.0%

27.0

4.7%

177.1

9.3%

90.9

21.8%

NPAT before significant items
Significant items

31.5

n/a

Statutory NPAT

122.4

64.1%

Wagering & Media
During the period Tabcorp integrated its Wagering and Media businesses, providing
greater alignment of wagering and media assets such as the Sky Racing channels and
Sky Sports Radio. Media and vision are key enablers and drivers of wagering.
Total Wagering & Media revenue growth (including the Victorian Joint Venture partner’s
interest) was 6.9%. The growth was supported by continued investment in products and
channels, increased customer engagement and the ACTTAB acquisition. The event
highlights of the half were the successful Spring Racing Carnival and the final stages of
the Soccer World Cup.
TAB Racing revenues were $878.0 million, up 4.3%. Fixed Odds racing products
continued to be a key growth driver, with revenues of $214.7 million, up 33.3%.
Totalisator revenues were $663.3 million, down 2.5%, impacted by the customer-led shift
to Fixed Odds and reduced low-margin premium customer volumes.
TAB Sports revenues were $107.3 million, up 30.7%, supported by expanded product
and improved risk management. The Soccer World Cup contributed revenues of
$10.3 million in 1H15, inclusive of Luxbet.

5

Business results do not aggregate to Group total due to unallocated items.
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Trackside revenues were $52.3 million, up 11.0%. Luxbet revenues were $26.5 million,
up 33.2%.
Media revenues were $86.3 million, up 5.8%, driven by the expanded distribution of
Australian and New Zealand racing to foreign markets and international co-mingling.
Tabcorp commenced pooling into Hong Kong during the half.
Tabcorp continued to prioritise the integration of its exclusive retail and digital channels
in 1H15. Customers responded favorably to ongoing investment in digital platforms,
with digital turnover of $1,763.1 million, up 21.7%. Mobile devices made up 63% of
Tabcorp’s digital wagering turnover, up from 51% in the pcp. Wagering retail turnover
was $3,438.2 million, down 0.2%.
Gaming Services
Revenues from the group’s gaming services business, Tabcorp Gaming Solutions, were
$50.7 million, up 1.6%. Operating expenses were $16.1 million, down 0.6%, and EBITDA
was $33.8 million, up 0.3%.
The extension of TGS’ in-EGM loyalty product in Victoria continued in the half and
has now been rolled out to 68% of TGS venues.
TGS is focused on generating further venue sign-ups in NSW and Victoria and
continuing to drive market outperformance.
Keno
Keno revenues were $103.8 million, down 0.6%. Operating expenses were $21.7 million,
up 0.9%, and EBITDA was $36.2 million, up 0.3%.
Revenues in Queensland were down 0.8%, impacted by gaming regulatory changes.
Revenues in NSW were up 3.5%, while in Victoria revenues were down 0.9%,
impacted by jackpot activity.
Tabcorp is progressing its plan in 2H15 to revamp the Keno customer experience. This
includes re-launching the Keno brand and introducing new products, such as jackpot
pooling between NSW and Victoria, with Queensland planned to follow in FY16.
NSW AND VICTORIAN THOROUGHBRED RACING MEDIA RIGHTS
Tabcorp recently announced that it has successfully reached agreement on a long-term
media rights deal for NSW thoroughbred racing, which provides certainty for the next ten
years. As part of the agreement Tabcorp’s subsidiary, Sky Racing, will have the domestic
and international media rights, as well as non-exclusive digital rights, for all NSW
thoroughbred racing, as soon as the rights become available.
Sky Racing is continuing to negotiate broadcast arrangements for Victorian thoroughbred
racing. Tabcorp’s current expectation is that the net financial impact of the NSW and
Victorian arrangements will not be material.

3
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DIVIDEND
The Board has announced an interim dividend of 10 cents per share, fully franked. The
Board has also announced a special dividend of 30 cents per share, fully franked. Both
dividends are payable on 16 March 2015 to shareholders registered at 11 March 2015.
These dividends are not payable in respect of shares issued under the 1 for 12
entitlement offer. The FY15 target ordinary dividend payout ratio is 90% of NPAT, before
significant items.
CAPITAL EXPENDITURE AND INVESTMENTS
Capital expenditure in 1H15 was $68.8 million. Capital expenditure for FY15 is
expected to be up to $150 million. The depreciation and amortisation expense for
FY15 is expected to be approximately $175 million.
STAKEHOLDER RETURNS
•

Gambling taxes

$240.4 million

•

Returns to the racing industry

$410.5 million

− Victoria

$187.4 million

− NSW

$137.7 million

− Race fields fees

$48.4 million

− Media & International

$37.0 million

Total returns to the racing industry were up 6.0%.
•

Income taxes

$46.0 million

2H15 PRIORITIES
Mr Attenborough said: “Tabcorp remains committed to investing in the customer
experience across our portfolio of gambling businesses and continuing to drive
improvements in productivity. This will deliver increased returns to shareholders.
“Specific priorities for our Wagering and Media business in 2H15 include progressing
the integration of our retail and digital channels, product expansion, international comingling and negotiating to conclude long-term broadcast arrangements for Victorian
thoroughbred racing.
“In Gaming Services we are focused on driving outperformance of our current venues
and expanding further into NSW and Victoria.
“The priority for Keno is to give the game and brand new energy. We are focused on
driving customer participation through increased marketing, new products and retail
and digital integration.
“Tabcorp is well positioned to deliver against its targets, including maintaining a strong
focus on cost management and achieving a 14% Return on Invested Capital, following
the integration of ACTTAB.”
For more information:
Media:
Nicholas Tzaferis, GM Corporate Affairs, 03 9868 2529
Financial analysts: Lachlan Fitt, GM Investor Relations and Strategy, 02 9218 1414
4
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The Directors of Tabcorp Holdings Limited (“the Company”) at the date of this report and at any time during the
half year ended 31 December 2014 (except as otherwise stated) are:
Name

Title

Paula Dwyer
David Attenborough
Elmer Funke Kupper
Steven Gregg
Jane Hemstritch
Justin Milne
Zygmunt Switkowski

Chairman and Non Executive Director
Managing Director and Chief Executive Officer
Non Executive Director
Non Executive Director
Non Executive Director
Non Executive Director
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Melbourne, VIC 3004, Australia
Telephone: 03 9868 2100
Website: www.tabcorp.com.au

Share registry
Link Market Services Limited
Level 1, 333 Collins Street
Melbourne, VIC 3000, Australia
Telephone: 1300 665 661 (local call cost within Australia)
Telephone: 02 8280 7418
Website: www.linkmarketservices.com.au

Auditor
Ernst & Young

Corporate information
The Company is a company limited by shares that is incorporated and domiciled in Australia.

Stock exchange listings
The Company’s securities are quoted on the Australian Securities Exchange (ASX) under the codes:
•
TAH for ordinary shares; and
•
TAHHB for Tabcorp Subordinated Notes.

Annual reports
The Company’s annual reports are available from the Company’s website at www.tabcorp.com.au.

Currency
References to currency are in Australian dollars unless otherwise stated.
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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 half year ended
31 December 2014.

1. Principal activities
The principal activities of the Tabcorp Group during the half year comprised the provision of gambling and
entertainment services. The Tabcorp Group’s principal activities remain unchanged from the previous financial
year to 30 June 2014, except as disclosed elsewhere in this report.

2. Financial results
The financial results of the Tabcorp Group for the financial period ended 31 December 2014 relate to the Tabcorp
Group’s operations, which comprise its three businesses of Wagering and Media, Gaming Services, and Keno.
Net profit after income tax was $122.4 million, which was 64.1% above the previous corresponding period.
Earnings before interest and tax (EBIT) was $177.1 million, which was 9.3% above the previous corresponding
period.
Revenue was $1,115.2 million, which was 6.7% above the previous corresponding period.

2.1. Earnings per share
The Tabcorp Group’s basic earnings per share for the half year were 16.0 cents, up 61.6% on the previous
corresponding period, and diluted earnings per share were 15.9 cents, up 60.6% on the previous corresponding
period.

2.2. Dividends
An interim dividend of 10 cents per ordinary share has been announced. The dividend will be fully franked and
payable on 16 March 2015 to shareholders registered at 11 March 2015. The ex-dividend date is 6 March 2015.
A special dividend of 30 cents per ordinary share fully franked has been announced which will be paid out of
retained earnings and will be funded by an accelerated renounceable entitlement offer. Shares issued under that
offer (“New Shares”) will not be entitled to the interim dividend or special dividend. Refer to section 4.3 for further
information.
Tabcorp’s Dividend Reinvestment Plan will not operate in respect of this interim dividend and special dividend.
The following dividends have been paid, declared or recommended by the Company since the end of the previous
corresponding period:
$m
2015 special dividend
Special fully franked dividend of 30 cents per share on ordinary shares, other than New Shares, as
announced on 5 February 2015 with a record date of 11 March 2015 and payable on 16 March 2015.

229.7

2015 interim dividend
Interim fully franked dividend for 2015 of 10 cents per share on ordinary shares, other than New
Shares, as announced on 5 February 2015 with a record date of 11 March 2015 and payable on 16
March 2015.

76.6

2014 final dividend
Final fully franked dividend for 2014 of 8 cents per share on ordinary shares as announced on
7 August 2014 with a record date of 14 August 2014 and payable on 24 September 2014.

61.0

2014 interim dividend
Interim fully franked dividend for 2014 of 8 cents per share on ordinary shares as announced on
6 February 2014 with a record date of 17 February 2014 and payable on 24 March 2014.

60.3

Further information regarding dividends may be found in note 3 to the Financial Report.
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3. Review of operations
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The Tabcorp Group’s structure comprises the following three businesses:
•

Wagering and Media;

•

Gaming Services; and

•
Keno.
During the half year, the Tabcorp Group’s previous Media and International business was combined with the
Wagering business.
The activities and results for these operations during the half year are discussed below.

3.1. Wagering and Media business
The Tabcorp Group conducts wagering activities under the TAB brand in Victoria and New South Wales through a
network of agencies, hotels and clubs; provides on-course totalizators at thoroughbred, harness and greyhound
metropolitan and country race meetings; and via the internet, mobile devices, phone and pay TV. TAB customers
can wager on a wide range of totalizator and fixed odds betting products offered on racing and sporting events. In
Victoria, the business operates under a 50/50 Joint Venture with the Victorian Racing Industry.
On 14 October 2014, the ACTTAB business was acquired by the Tabcorp Group from the Australian Capital
Territory (ACT) Government. As part of this acquisition, the Tabcorp Group operates totalizator and fixed odds
betting in agencies and sub-agencies in the ACT. Refer to section 4.1 for further information.
Tabcorp’s Wagering and Media business operates Luxbet, offering a racing, sport and novelty product
bookmaking service to Australian customers by phone, internet and mobile devices based in the Northern
Territory.
The business operates Trackside, a computer simulated racing product, in Victoria, New South Wales and the
ACT, and also licences the product for use in other domestic and overseas jurisdictions.
The Tabcorp Group has a 50% interest in the Premier Gateway International (PGI) joint venture in the Isle of Man,
which provides wagering services for PGI customers and pooling services to the Tabcorp Group and other
international wagering operators in various jurisdictions outside Australia.
In addition, the business has specialist television and radio operations focused on the racing industry and other
associated content. The business operates three Sky Racing television channels and broadcasts thoroughbred,
harness and greyhound racing and other sports to audiences in TAB outlets, hotels, clubs, other licensed venues,
and into homes to pay TV subscribers. The business manages the export of Australian racing to 52 other
countries (as at 31 December 2014) which includes vision, form guides and wagering data, and also the import of
racing content to Australian customers. The business also operates the Sky Sports Radio network which
broadcasts throughout New South Wales and the ACT, and has advertising and sponsorship arrangements with
Radio Sport National.
The Wagering and Media business achieved EBIT of $130.7 million, which was 11.0% above the previous
corresponding period. The business’s revenue increased by 7.8% to $960.7 million.

3.2. Gaming Services business
The Tabcorp Group operates Tabcorp Gaming Solutions (TGS) in Victoria and New South Wales. The business
provides services to licensed gaming venues in areas including marketing, compliance, responsible gambling,
venue refurbishment and machine procurement.
The Gaming Services business achieved EBIT of $20.3 million, which was 1.0% above the previous
corresponding period. The business’s revenue increased by 1.6% to $50.7 million.

3.3. Keno business
The Tabcorp Group operates Keno in licensed venues and TABs in Victoria, Queensland and the ACT, and in
licensed venues in New South Wales.
The Keno business achieved EBIT of $27.0 million, which was 4.7% above the previous corresponding period.
The business’s revenue decreased by 0.6% to $103.8 million.

Tabcorp Holdings Limited and its controlled entities
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4. Significant changes in the state of affairs
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 half year on 1 July 2014.
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4.1. ACTTAB acquisition
The acquisition by the Tabcorp Group of the ACTTAB business was completed on 14 October 2014. The
Tabcorp Group acquired ACTTAB for $105.5 million, which was funded from existing bank facilities.
As part of the acquisition, the Tabcorp Group was issued a 50 year exclusive totalizator licence, a sports
bookmaking licence for an initial term of 15 years with further rolling extensions to a total term of 50 years, and
ongoing approvals to offer Keno and Trackside products for 50 years.

4.2. Media rights
The short-term agreement between Sky Channel Pty Ltd (‘Sky Racing’), a Tabcorp Group subsidiary, and
ThoroughVisioN Pty Ltd (“TVN”) for NSW and Victorian thoroughbred racing media rights expired on
17 December 2014 which resulted in vision for NSW and Victorian thoroughbred race meetings not being
available for broadcast on Sky Racing channels from 18 December 2014. Broadcasting of NSW and Victorian
thoroughbred racing resumed on Sky Racing channels on 31 December 2014 following interim arrangements
agreed with respective rights holders.
The Company announced on 28 January 2015 that binding heads of agreement were finalised for Sky Racing to
have the domestic and international media rights, as well as non-exclusive digital rights, for all NSW thoroughbred
racing, as soon as the rights become available. These new long-term media rights for NSW thoroughbred racing
provide certainty for the next ten years.
The Company also announced that it has concluded arrangements for Sky Racing’s thoroughbred showcase
channel, Sky Racing World, to be included on FOXTEL’s base tier. The new arrangements are expected to
commence this quarter.
Sky Racing is continuing to negotiate broadcast arrangements for Victorian thoroughbred racing.

4.3. Special dividend and entitlement offer
The Company has announced that a special dividend of 30 cents per ordinary share fully franked is payable
(other than in respect of New Shares) on 16 March 2015 to shareholders registered at 11 March 2015. The
special dividend will be paid out of retained earnings and will be funded by a pro-rata fully underwritten
accelerated renounceable entitlement offer with retail entitlements rights trading.

4.4. Trackside tax concessions
In November 2014, Tabcorp resolved with the Australian Taxation Office the tax treatment of the $150 million paid
to the NSW Government under the Trackside Agreement entered into in December 2010 in relation to the
operation of Trackside in NSW. An income tax benefit of $31.5 million has been recognised for the half year
ended 31 December 2014. Due to the largely non-cash nature of the income tax benefit in the current financial
year, the amount will not be included in the calculation of dividends in the current financial year.

4.5. Victorian licence payment Supreme Court proceedings
In August 2012 Tabcorp commenced proceedings in the Supreme Court of Victoria seeking a payment from the
State of Victoria of an estimated $686.8 million. Tabcorp had claimed that the State of Victoria was obliged to
make the payment to Tabcorp in August 2012, when Tabcorp’s Gaming and Wagering Licences expired and new
licences were granted. The claim was based on a statutory provision included in legislation from 1994 when the
State privatised the Victorian TAB and listed Tabcorp on the Australian Securities Exchange. Tabcorp’s initial
public offering was underpinned by this statutory entitlement, the terms of which were clearly set out in the
prospectus.
However, in its judgment handed down on 26 June 2014 the Supreme Court held that the State of Victoria was
not obliged to make the payment to Tabcorp. The Court accepted the State’s argument that amendments to the
legislation made by the State in 2008 and 2009 impliedly repealed the statutory provision which gave rise to the
payment entitlement. Tabcorp was unsuccessful in its initial appeal to the Court of Appeal of the Supreme Court
of Victoria which handed down its judgment on 4 December 2014. Tabcorp has applied for special leave to
appeal to the High Court of Australia in respect of the judgment of the Court of Appeal. If special leave is granted,
Tabcorp will appeal the Court of Appeal’s decision to the High Court of Australia and seek an order for a payment
of approximately $686.8 million plus statutory interest from the State of Victoria.
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4.6. Victorian Health Benefit Levy on gaming machines
The Victorian Government applied a Health Benefit Levy on the Tabcorp Group’s former Tabaret Gaming
business for the financial year ended 30 June 2013. The levy was not applied pro rata and it does not reflect that
Tabcorp ceased to operate gaming machines on 15 August 2012 when its Victorian Gaming Licence expired.
Tabcorp commenced legal proceedings in the Supreme Court of Victoria to challenge the Victorian Government’s
determination in respect of the levy.
On 24 June 2013 the Supreme Court of Victoria ruled in favour of Tabcorp, deciding that the Victorian
Government has a discretion under the Gambling Regulation Act 2003 (Vic) to calculate the levy on a pro rata
basis rather than on the full financial year. The Victorian Government appealed the judgment, and on 1 July 2014
the Court of Appeal of the Supreme Court of Victoria ruled in favour of the Victorian Government. Tabcorp’s
earnings for the 2014 financial year were impacted by $19.5 million after tax. Tabcorp has applied for special
leave to appeal to the High Court of Australia in respect of the judgment of the Court of Appeal. That application
is listed to be heard on 13 February 2015. If special leave is granted, Tabcorp will seek to have the Supreme
Court of Victoria’s earlier decision reinstated.

4.7. Other significant changes in the state of affairs
There were no significant changes in the state of affairs of the Tabcorp Group that occurred since the
commencement of the half year other than as set out in this Directors’ report.

5. 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, dollar amounts in the financial report and
the Directors’ report have been rounded to the nearest hundred thousand unless specifically stated to be
otherwise.

6. Auditor’s independence declaration
Attached is a copy of the auditor's independence declaration provided under section 307C of the Corporations Act
2001 in relation to the review for the half year ended 31 December 2014. This auditor's independence declaration
forms part of this Directors’ report.

Tabcorp Holdings Limited and its controlled entities
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Income statement
For the half year ended 31 December 2014
December
2014
$m

December
2013
$m

Revenue

1,115.2

1,045.1

Other income
Government taxes and levies
Commissions and fees
Employment costs
Communication and technology costs
Depreciation and amortisation
Property costs
Advertising and promotions
Other expenses

(2.2)
(191.2)
(428.0)
(88.0)
(39.5)
(84.2)
(20.9)
(22.3)
(61.8)

(180.5)
(400.2)
(82.1)
(38.2)
(81.8)
(20.8)
(22.5)
(57.0)

Profit before income tax expense and net finance costs

177.1

162.0

Finance income
Finance costs

1.3
(41.5)

1.9
(53.3)

Profit before income tax expense

136.9

110.6

(14.5)

(36.0)

122.4

74.6

Change in fair value of cash flow hedges taken to equity that may be reclassified to profit or loss
Exchange differences on translation of foreign operations
Income tax on items that may be reclassified to profit or loss

(6.4)
0.2
1.9

4.4
(1.3)

Other comprehensive income/(loss) for the period, net of income tax

(4.3)

3.1

118.1

77.7

16.0
15.9

9.9
9.9

For personal use only

Note

Income tax expense

Net profit after tax

2

Other comprehensive income

Total comprehensive income for the period

Earnings per share:
Total attributable to shareholders of Tabcorp
Basic earnings per share (cents)
Diluted earnings per share (cents)

The above income statement should be read in conjunction with the accompanying notes.
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Balance sheet
As at 31 December 2014
June
2014
$m

Current assets
Cash and cash equivalents
Receivables
Consumables
Derivative financial instruments
Current tax assets
Other

117.1
49.6
5.1
0.5
11.8
12.8

126.8
39.9
4.7
0.7
8.9

Total current assets

196.9

181.0

Non current assets
Receivables
Property, plant and equipment
Intangible assets - licences
Intangible assets - other
Derivative financial instruments
Other

15.1
315.5
704.6
1,940.5
63.3
12.5

16.8
312.6
726.6
1,833.9
21.6
12.6

Total non current assets

3,051.5

2,924.1

TOTAL ASSETS

3,248.4

3,105.1

Current liabilities
Payables
Current tax liabilities
Provisions
Derivative financial instruments
Other

303.3
8.8
30.1
21.6
7.2

340.9
25.9
22.6
7.2

Total current liabilities

371.0

396.6

Non current liabilities
Interest bearing liabilities
Deferred tax liabilities
Provisions
Derivative financial instruments
Other

1,191.8
50.9
23.1
63.2
4.4

1,094.3
66.9
10.9
50.5
4.5

Total non current liabilities

1,333.4

1,227.1

TOTAL LIABILITIES

1,704.4

1,623.7

NET ASSETS

1,544.0

1,481.4

Equity
Issued capital
Retained earnings/(accumulated losses)
Reserves

2,195.0
60.7
(711.7)

2,188.7
(0.7)
(706.6)

TOTAL EQUITY

1,544.0

1,481.4

For personal use only

December
2014
$m

The above balance sheet should be read in conjunction with the accompanying notes.
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Cash flow statement
For the half year ended 31 December 2014
December
2014
$m

December
2013
$m

1,127.6
(704.3)
(187.4)
1.3
(41.9)
(29.5)

1,072.1
(660.2)
(141.2)
1.6
(54.1)
(32.8)

165.8

185.4

(103.3)
(76.7)
1.7
-

(136.0)
2.1
24.2
(0.1)

Net cash flows used in investing activities

(178.3)

(109.8)

Cash flows from financing activities
Net cash flows from revolving bank facilities
Dividends paid
Proceeds from issue of shares
Payment for on-market share purchase
Proceeds from sale of treasury shares

60.0
(51.3)
(5.9)
-

(30.0)
(35.2)
5.4
(0.4)
0.1

2.8

(60.1)

Net increase/(decrease) in cash held
Cash at beginning of period

(9.7)
126.8

15.5
109.7

Cash at end of period

117.1

125.2

Note

For personal use only

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
Finance income received
Finance costs paid
Income tax paid
Net cash flows from operating activities

Cash flows from investing activities
Payment for business acquisition, net of cash acquired
Payment for property, plant and equipment and intangibles
Proceeds from sale of property, plant and equipment and intangibles
Loan repayments received from customers
Loans advanced to customers

Net cash flows from/(used in) financing activities

4

The above cash flow statement should be read in conjunction with the accompanying notes.
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Issued capital
Ordinary
shares
$m

Retained
earnings/
Treasury (accumulated
shares
losses)
$m
$m

Net
unrealised
losses
reserve
$m

Employee
equity
benefit
reserve
$m

Demerger
reserve
$m

Foreign
currency
translation
reserve
$m

Total
equity
$m

(0.2)
0.2
0.2
-

1,481.4
122.4
(4.3)
118.1
(61.0)
9.7
(1.1)
1.7

2014
Balance at 1 July 2014
Profit for the period
Other comprehensive income/(loss)
Total comprehensive income
Dividends paid
Dividend reinvestment plan
Transfers
Restricted shares issued
Share based payments expense
Net outlay to purchase shares (i)
Balance at 31 December 2014

2,189.2
9.7
2.1
-

(0.5)
(1.1)
0.4

(0.7)
122.4
122.4
(61.0)
-

(40.5)
(4.5)
(4.5)
-

4.0
(2.1)
1.3

(669.9)
-

(4.8)
2,196.2

(1.2)

60.7

(45.0)

3.2

(669.9)

-

(4.8)
1,544.0

2013
Balance at 1 July 2013
Profit for the period
Other comprehensive income/(loss)
Total comprehensive income
Dividends paid
Dividend reinvestment plan
Restricted shares issued
Share based payments expense
Disposal of shares
Balance at 31 December 2013

2,129.3
29.8
2,159.1

(0.6)
(0.4)
0.2
0.1
(0.7)

(10.4)
74.6
74.6
(59.6)
4.6

(37.1)
3.1
3.1
(34.0)

1.9
1.0
2.9

(669.9)
(669.9)

-

1,413.2
74.6
3.1
77.7
(59.6)
29.8
(0.4)
1.2
0.1
1,462.0

(i)

Net outlay for the purchase of Company shares for Performance Rights exercised by certain executives in lieu of issuing new share capital.

The above statement of changes in equity should be read in conjunction with the accompanying notes.

11
Tabcorp Holdings Limited and its controlled entities

Notes to the financial statements
For the half year ended 31 December 2014

1. Basis of preparation

For personal use only

Tabcorp Holdings Limited ('the Company') is a company domiciled in Australia. The condensed consolidated half year financial report of the Company for
the six months ended 31 December 2014 comprises the Company and its subsidiaries (collectively referred to as 'the Group') and the Group's interest in
joint arrangements.
The condensed consolidated half year financial report was authorised for issue by the directors on 5 February 2015.
This general purpose condensed financial report for the half year ended 31 December 2014 has been prepared in accordance with AASB 134 'Interim
Financial Reporting' and the Corporations Act 2001.
This half year financial report does not include all the notes of the type normally included in an annual financial report. Accordingly, this report is to be
read in conjunction with the annual report for the year ended 30 June 2014 and any public announcements made by the Company during the interim
reporting period in accordance with the continuous disclosure requirements of the Corporations Act 2001.
The accounting policies used are consistent with those applied in the 30 June 2014 financial report.

2. Income tax
In November 2014, Tabcorp resolved with the Australian Taxation Office the tax treatment of the NSW Trackside concessions payment of $150 million,
which was recognised as an asset in 2010. Under the settlement Tabcorp is entitled to a tax deduction of $105 million over a 10 year period. The Group
considers the settlement changes the tax base of the asset, resulting in a new temporary difference arising. An income tax benefit of $31.5 million
representing the entire deduction has been recognised for the half year ended 31 December 2014, together with a deferred tax asset which will unwind
as the tax deductions are claimed or prior assessments are amended.
December
2014
$m

December
2013
$m

61.0

59.6

76.6

60.3

229.7

-

3. Dividends
Dividends declared and paid during the half year on ordinary shares:
Final dividend for 2014 of 8.0 cents per share (2013: 8.0 cents per share)

Dividends declared after balance date
Since the end of the half year, the directors declared the following dividends:
Interim dividend for 2015 - 10.0 cents per share (2014: 8.0 cents per share)
Special dividend - 30.0 cents per share
The financial effect of these dividends has not been brought to account in the financial
statements and will be recognised in subsequent financial reports (refer to note 8).
Dividends on ordinary shares are fully franked at a tax rate of 30%.

4. Business combinations

(a)

Acquisition of ACTTAB
On 14 October 2014, the Group acquired the ACTTAB business. The acquisition provides the Group with long life licences that complement the existing
Wagering and Keno businesses. ACTTAB provides totalizator and fixed odds wagering, Keno and Trackside products within the ACT through a network
of retail outlets, in addition to telephone and online platforms. The half year financial statements include the results of ACTTAB for the 2.5 month period
from the acquisition date. The accounting for the ACTTAB acquisition has been provisionally determined as at 31 December 2014, as the process of
fair valuing ACTTAB's net assets is still in progress.

Identifiable assets acquired and liabilities assumed
The fair values of the identifiable assets and liabilities of ACTTAB as at the date of the acquisition have been provisionally determined as follows:

Cash and cash equivalents
Other assets
Property, plant and equipment
Payables
Provisions
Net identifiable assets acquired
Goodwill arising on acquisition (i)

December
2014
$m
0.3
0.2
3.6
(1.6)
(1.2)
1.3

Purchase consideration transferred (cash)

102.3
103.6

(i) Goodwill recognised is primarily attributable to the expected synergies and other benefits from combining the assets and activities of ACTTAB with
those of the Group. Goodwill includes the value of intangible assets (predominantly licences) and tax balances for which the fair values had not been
finalised at 31 December 2014. The goodwill is not deductible for tax purposes.
(b)

Acquisition costs
Transaction costs of $2.8 million have been expensed and are included in other expenses in the income statement.

(c)

Revenue and profit contribution
The Group's profit before income tax expense includes revenue of $6.7 million and a loss of $3.8 million, including $5.5 million of one-off acquisition and
integration costs relating to the ACTTAB business since the date of acquisition. If the acquisition had taken place at the beginning of the period, the
Group's revenue and profit before income tax expense would have been $1,123.0 million and $137.6 million respectively.
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Notes to the financial statements
For the half year ended 31 December 2014

5. Financial instruments disclosure
(a) Fair values

For personal use only

The carrying amount of financial assets or liabilities recognised in the financial statements are deemed to be the fair value unless otherwise stated in
the table below:
Carrying amount
December
June
2014
2014
$m
$m
Financial liabilities
US Private Placement
Subordinated notes

269.3
250.0
519.3

233.2
250.0
483.2

Fair value
December
2014
$m

June
2014
$m

294.6
260.1
554.7

254.5
264.6
519.1

Swaps
Fair value is calculated using discounted future cash flow techniques, where estimated cash flows and estimated discount rates are based on market
data at balance date.
US Private Placement
Fair value is calculated using discounted future cash flow techniques, where estimated cash flows and estimated discount rates are based on market
data at balance date, in combination with restatement to current foreign exchange rates (level 2 in fair value hierarchy).
Subordinated Notes
Fair value is determined using independent market quotations (level 1 in fair value hierarchy).

(b) Fair value hierarchy
There are various methods available in estimating the fair value of a financial instrument. The methods comprise:
Level 1
Level 2
Level 3

- the fair value is calculated using quoted prices in active markets.
- the fair value is estimated using inputs other than quoted prices included in Level 1 that are observable for the asset or
liability, either directly (as prices) or indirectly (derived from prices).
- the fair value is estimated using inputs for the asset or liability that are not based on observable market data.

The fair value of the derivative financial instruments, as well as the methods used to estimate the fair value for the Group, are as follows:
Valuation technique

December 2014
Financial Assets - Current
Cross currency swaps
Financial assets - Non current
Cross currency swaps

Financial liabilities - Current
Interest rate swaps
Cross currency swaps
Open betting positions
Financial liabilities - Non current
Interest rate swaps

June 2014
Financial assets - Non current
Cross currency swaps

Financial liabilities - Current
Interest rate swaps
Cross currency swaps
Open betting positions
Financial liabilities - Non current
Interest rate swaps

Quoted
market price
(Level 1)
$m

Observable
inputs
(Level 2)
$m

Non market
observable
inputs
(Level 3)
$m

Total
$m

-

0.5

-

0.5

-

63.3
63.8

-

63.3
63.8

-

19.2
2.5
3.3
25.0

-

19.2
2.5
3.3
25.0

-

63.2
88.2

-

63.2
88.2

-

21.6
21.6

-

21.6
21.6

-

18.9
3.7
12.0
34.6

-

18.9
3.7
12.0
34.6

-

50.5
85.1

-

50.5
85.1

There have been no significant transfers between Level 1 and Level 2 during the half year ended 31 December 2014.
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Notes to the financial statements
For the half year ended 31 December 2014

6. Segment information
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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 measure of segment profit used excludes significant items not considered integral to the ongoing
performance of the segment, which are outlined in the reconciliation below. Intersegment pricing is determined on commercial terms and conditions.
The Group has three operating segments:
Wagering and Media

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

Gaming Services

Supply of electronic gaming machines and specialised services to licensed gaming venues.

Keno

Keno operations in licensed venues and TABs in Victoria, Queensland and the ACT, and in licensed
venues in NSW.

During the period the previous Media and International segment was combined with the Wagering segment, as the nature of products and services are
inherently related. This follows revisions in the internal management structure. The prior period has been restated accordingly.
Wagering
and Media
$m

Gaming
Services
$m

Revenue

960.7

50.7

103.8

1,115.2

Segment profit before interest and tax

130.7

20.3

27.0

178.0

Revenue

890.8

49.9

104.4

1,045.1

Segment profit before interest and tax

117.7

25.8

163.6

Keno
$m

Total
$m

December 2014

December 2013

20.1
(e)

(e)

December (e)
2014
$m

December
2013
$m

Reconciliation of segment profit
Segment profit before interest and tax

178.0

163.6

Unallocated items:
- finance income
- finance costs
- other
Profit before income tax expense

1.3
(41.5)
(0.9)
136.9

1.9
(53.3)
(1.6)
110.6

7. Contingent liabilities and contingent assets
Since the last annual reporting date, the material changes in contingent liabilities and assets are:

Contingent assets
Victorian licence litigation
On 24 August 2012, the Company commenced legal action in the Supreme Court of Victoria seeking a payment from the State of Victoria. The State's
obligation to make the payment to the Company came into existence when it privatised the Victorian TAB and listed the Company on the Australian
Securities Exchange (ASX) in 1994.
On 26 June 2014, the Supreme Court of Victoria handed down judgment in the proceeding in favour of the State of Victoria. Tabcorp was unsuccessful
in its initial appeal to the Court of Appeal of the Supreme Court of Victoria which handed down its judgment on 4 December 2014. On 17 December
2014, Tabcorp applied for special leave to appeal to the High Court of Australia in respect of the judgment of the Court of Appeal. If special leave is
granted, Tabcorp will appeal the Court of Appeal’s decision to the High Court of Australia and seek an order for a payment of approximately $686.8 million
plus statutory interest from the State of Victoria.

8. Subsequent events
(a) Dividends
Since 31 December 2014, the directors have declared an interim dividend of 10.0 cents per ordinary share, and a special dividend of 30.0 cents per
ordinary share. The total amount of the interim dividend is $76.6 million and the special dividend is $229.7 million. These dividends have not been
provided for in the 31 December 2014 financial statements (refer to note 3).

(b) Equity entitlement offer
Since 31 December 2014, the directors have announced an accelerated renounceable entitlement offer with rights trading to raise approximately
$236.0 million.
The interim dividend and special dividend are not payable in respect of shares issued under the accelerated renounceable entitlement offer.
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