
JOHN R KIRBY
Chairman, Executive Director, 
Age 59

ROBERT G KIRBY
Deputy Chairman, 
Executive Director, Age 55

GRAHAM W BURKE
Managing Director, 
Executive Director, Age 64

PETER E FOO
Finance Director, 
Executive Director, Age 51

Member of the Board since 
12 August 1988

Holds a Bachelor of Economics and 
is a Certified Practising Accountant 
with over 30 years experience in the 
entertainment industry. Chairman 
Village Roadshow Limited 1990 to 
1994, 1999 to 2002 and from July 
2006. Deputy Chairman of Village 
Roadshow Limited 1994 to 1998, 
and from 2002 to June 2006. 
Director Austereo Group Limited and 
Village Roadshow Corporation Pty Ltd.

Member Executive Committee

Chairman Nomination Committee

Other Listed Public Company 
Directorships in previous 3 years:

Austereo Group Limited, since 
19 January 2001

First joined the Board on 12 August 
1988, reappointed 5 July 2001

Holds a Bachelor of Commerce 
with over 30 years experience in the 
entertainment and media industry. 
Through the launch of Roadshow 
Home Video, Mr. Kirby was the 
driving force behind the Australian 
video revolution of the 1980’s and 
1990’s. He is a pioneer of new 
cinema concepts in both Australia 
and internationally and has been at 
the forefront of Village Roadshow’s 
successful diversification into theme 
parks, radio and production. 
Chairman of Village Roadshow Limited 
1994 to 1998, and from 2002 to 
June 2006. Deputy Chairman Village 
Roadshow Limited 1990 to 1994, 1999 
to 2002 and from July 2006. Director 
Austereo Group Limited and Chairman 
of Village Roadshow Corporation Pty 
Ltd. Currently Deputy Chair of Peter 
MacCallum Cancer Foundation and 
of the Zoological Parks and Gardens 
Board, Member of Patrons Council, 
Epilepsy Foundation and Patron of 
Victorian Arts Centre.

Member Executive Committee

Other Listed Public Company 
Directorships in previous 3 years:

Austereo Group Limited, since 
19 June 2001

Member of the Board and Managing 
Director since 9 September 1988

Managing Director Village Roadshow 
Limited, a position he has held since 
1988 with unrivalled experience in the 
entertainment and media industries. 
Mr. Burke has been one of the strategic 
and creative forces behind Village 
Roadshow’s development and founded 
Roadshow Distributors with Roc Kirby. 
He was also a founding director of 
radio station 2Day FM, and spent four 
years as the original Commissioner 
of the Australian Film Commission. 
Director Austereo Group Limited and 
Village Roadshow Corporation Pty Ltd.

Chairman Executive Committee

Member Remuneration Committee

Other Listed Public Company 
Directorships in previous 3 years:

Austereo Group Limited, since 
19 January 2001

Member of the Board since 
12 February 1998

Holds a Bachelor of Economics 
with 28 years experience in the 
management and finance of all 
facets of the group. Joined Village 
Roadshow in 1978 and has served 
as Finance Director since 1998. 
Director Austereo Group Limited 
and all Village Roadshow’s major 
subsidiaries.

Member Executive Committee

Other Listed Public Company 
Directorships in previous 3 years:

Austereo Group Limited, since 
25 February 2004
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Member of the Board since 
20 June 2000

Executive Chairman, Austereo Group 
Limited with over 45 years experience 
in the advertising, marketing and media 
industries. First entered radio in 1993 
as Managing Director of the Triple M 
network before becoming Managing 
Director of the enlarged group following 
its merger with Austereo in 1994. 
Founder and Managing Director of the 
Clemenger Harvie advertising agency 
from 1974 to 1993. Director Mazda 
Foundation Limited and Art Exhibitions 
Australia Limited.

Member Executive Committee

Other Listed Public Company 
Directorships in previous 3 years:

Austereo Group Limited, since 
16 January 2001

Member of the Board since 
12 March 1992

Holds a Bachelor of Commerce (Hons) 
from the University of Melbourne and 
a MBA from Columbia University.
Mr Conn has over 35 years experience 
in investment banking with Potter 
Warburg Limited and McIntosh 
Securities Limited. He is Chairman 
of Grand Hotel Group, Palm Springs 
Limited and the Foundation for 
Young Australians. He is Director 
of the National Academy of Music 
and is a consultant to Merrill Lynch 
International (Australia) Limited.

Chairman Audit Committee 

Chairman Remuneration Committee

Member Nomination Committee

Other Listed Public Company 
Directorships in previous 3 years:

Grand Hotel Group Limited, since 
17 April 1996

Palm Springs Limited, since 
26 March 2001

Becton Property Group Limited, since 
1 July 2005

Berren Asset Management Limited 
(as Responsible Entity for the 
International Wine Investment Fund), 
since 3 November 2004

Member of the Board since 
24 January 2001

Holds a Bachelor of Commerce, 
Master of Arts and Ph D from the 
London School of Economics. 
Following a 16 year career with the 
Reserve Bank of Australia including 7 
years as Head of Research, entered 
the private sector with roles at leading 
Australian financial institutions. 
Positions included Head of Research, 
James Capel Australia; Managing 
Director, Norwich Union Financial 
Services; and Chairman, ANZ Funds 
Management. Currently Chair of 
Bionomics Ltd, Australian Institute 
for Commercialisation Ltd, Australian 
Aerospace and Defence Innovations 
Ltd and the Federal Government’s 
Cooperative Research Centre 
Committee. Serves on the Boards of 
other companies including Sequoia 
Capital Management Ltd, Metal Storm 
Limited and Pro Medicus Ltd.

Member Audit Committee

Other Listed Public Company 
Directorships in previous 3 years:

Bionomics Ltd, since 
11 November 2004

Pro Medicus Limited, since 
October 2000

Metal Storm Limited, since 
7 February 2006

Member of the Board since 
24 March 1999

Holds a Bachelor of Arts, Holy Cross 
College and MBA, Trinity College. 
Over 40 years in the motion picture 
business. Formerly Executive Vice 
President and Assistant to the 
President, Paramount Pictures. 
Between 1975 and 1978, Mr Reardon 
held the positions of Executive Vice 
President, General Cinema Theatres 
and between 1978 and 1999 was 
President, Warner Bros. Distribution. 
Serves on the board of various United 
States companies and organisations 
and is a Director of Village Roadshow 
Pictures International Pty Ltd.

Member Audit Committee

Member Remuneration Committee

Member Nomination Committee

Other Listed Public Company 
Directorships in previous 3 years:

Loewe Cineplex Inc., since 
September 2003

Tribune Media Inc., since 1999

Sundance Cinema Corporation Inc, 
since January 2006

PETER M HARVIE
Executive Director, Age 67

WILLIAM J CONN
Independent Non-Executive 
Director, Age 60

PETER D JONSON
Independent Non-Executive 
Director, Age 60

D BARRY REARDON
Independent Non-Executive 
Director, Age 75
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PHIL LEGGO
Group Company Secretary

JULIE RAFFE
Chief Financial Offi cer

TONY PANE
Chief Tax Counsel

SIMON PHILLIPSON
General Counsel

TIM CARROLL
Chief Marketing Director

PETER DAVEY
Managing Director, 
Corporate Development

EXECUTIVE COMMITTEE

CORPORATE MANAGEMENT

ANITA COX
Human Resources Manager

SHAUN DRISCOLL
Co Company Secretary 
& Group Manager Corporate 
Services

LEE EWE
General Manager Risk Assessment 
& Compliance

PETER HARRIS
Corporate Financial Controller

ANDREW HUTCHINSON
General Manager Group Tax

DAVID KINDLEN
Group Manager IT & T

COMPANY SECRETARIES

PHILIP S LEGGO
Group Company Secretary, Age 52

A Chartered Accountant holding 
a Bachelor of Business Studies 
from Royal Melbourne Institute of 
Technology and is a Fellow of the 
Australian Institute of Company 
Directors. Mr Leggo has over 20 
years experience in the media 
and entertainment industries, is a 
member of the Company’s Executive 
Committee and a Secretary and 
Director of all of Village Roadshow’s 
major subsidiaries.

SHAUN L DRISCOLL
Co Company Secretary & Group 
Manager Corporate Services, 
Age 51

Holds a Bachelor of Arts and Bachelor 
of Laws from University of Natal and is 
a Fellow of the Institute of Chartered 
Secretaries. Mr Driscoll has diverse 
industry experience including over 
15 years with Village Roadshow, is a 
Secretary of all of Village Roadshow’s 
subsidiaries and associated entities 
and a Director of Village Roadshow’s 
wholly owned subsidiaries.

JOHN R KIRBY*
Chairman

ROBERT G KIRBY*
Deputy Chairman

GRAHAM W BURKE*
Managing Director

PETER FOO*
Finance Director

PETER HARVIE*
Chairman, Austereo Group 
Limited

* Photograph in Board of 
Directors’ Section
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The resulting fair values per option for those Category A Performance Unit 
rights, other than Mr. Basser’s which are shown in the table above, are:

 Number
 of Options Grant Date Vesting Date Fair Value

 20% of 2.55%
 of VRPG 1 November 2005 31 December 2006 $180,775
 20% of 2.55%
 of VRPG 1 November 2005 31 December 2007 $180,775
 20% of 2.55%
 of VRPG 1 November 2005 31 December 2008 $180,775
 20% of 2.55%
 of VRPG 1 November 2005 31 December 2009 $180,775
 20% of 2.55%
 of VRPG 1 November 2005 31 December 2010 $180,775

The fair value of each Category B Performance Unit right is estimated on 
the date of grant using the Monte Carlo simulation model with the following 
assumptions used for grants made on 1 November 2005:
• Expected volatility: 40-50%;
• Exercise Price: nil;
• Dividend Yield: 12% (expectation by the Company that the initial 

investment will be recouped in 8 years);
• Risk-free interest rate: 4.5% – zero coupon on US Government bond, 

converted to a continuously compounded rate;
• Expected life of options: 8 years (assuming when one of the Trigger 

Events will occur);
• Exchange Rate: 0.7548 as at 1 November 2005.

The resulting fair values per option for those Category B Performance 
Unit rights are:

 Number
 of Options Grant Date Vesting Date Fair Value

 20% of 2.5%
 of VRPG 1 November 2005 31 December 2006 $241,083
 20% of 2.5%
 of VRPG 1 November 2005 31 December 2007 $241,083
 20% of 2.5%
 of VRPG 1 November 2005 31 December 2008 $241,083
 20% of 2.5%
 of VRPG 1 November 2005 31 December 2009 $241,084
 20% of 2.5%
 of VRPG 1 November 2005 31 December 2010 $241,084

These Performance Unit grants have been amortised over the vesting 
periods resulting in an increase in employee benefi ts expense, based 
of the mid-point of the ranges of values using average US$/A$ exchange 
rate during the fi scal year of 0.7463. This amounts to a total of $541,615 
for Category A for the 2006 fi nancial year (2005: $nil) and $364,727 
for Category B for the 2006 fi nancial year (2005: $nil). Note that no 
adjustments to these amounts have been made to refl ect estimated 
or actual forfeitures (i.e. options that do not vest).

The notional adjusted equity value of Mr. Basser’s options and 
the percentage of his total remuneration is detailed in Note 25.

(vi)  Executive and Employee Option Plan (‘EOP’)
The Company’s EOP was approved by shareholders in November 1993 
and allows for the issue of options over the Company’s issued ordinary and 
A Class preference shares to executives and employees of the consolidated 
entity. Directors of the Company were not eligible to participate in the EOP. All 
grants to Mr. P.M. Harvie under the EOP were in his capacity as an executive 
of the consolidated entity and were prior to him becoming a director of the 
Company. The options were exerciseable at the end of years one, two, three, 
four and fi ve after the date of grant and were often exercised by obtaining 
a loan from the consolidated entity which held the resulting shares 
as security.

Dividends are used to repay the interest accrued with any surplus dividend 
payment used to repay the capital amount of the loan. The EOP is a legacy 
equity-linked performance plan as further allotments under the EOP were 
discontinued when the ESP was introduced in 1996, but existing shares 
and loans held by participants remain.

(vii)  Holdings of Executive Directors and Senior Managers
Other than the allotments to those participants named above, there have 
been no allotments to Executive Directors or senior managers under 
any share based payment plan during the fi nancial period.

The number of shares in the Company and in Austereo during the fi nancial 
year in which the Directors and senior executives of the Company have 
a relevant interest, including their personally-related entities, 
are set out in Note 25 of the Financial Report.

(26)  SHARE BASED PAYMENT PLANS (continued)

(b)  Share based Long Term Incentive grants during the year 
for Key Management Personnel (continued)
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(c)  Option holdings of Key Management Personnel (Consolidated)

(i)  Holdings of Options over shares in Village Roadshow Limited of Key Management Personnel during the year

       VESTED AND
 BALANCE AT   NET BALANCE EXERCISABLE
 BEGINNING GRANTED AS OPTIONS CHANGE AT END AT THE END
NAME  OF PERIOD  REMUNERATION EXERCISED  OTHER  OF PERIOD OF THE YEAR

Directors
Graham W. Burke 6,000,000 – – – 6,000,000 6,000,000
Executives
Nil

Other than the ‘in substance options’ described in (b) above, no options are vested and unexercisable at the end of the year.

(ii)  Holdings of ‘In Substance Options’ of Key Management Personnel in shares in Village Roadshow Limited during the year

 BALANCE AT THE GRANTED AS ON EXERCISE NET BALANCE AT THE
NAME  START OF THE YEAR  REMUNERATION OF OPTIONS  CHANGE OTHER  END OF THE YEAR

 Ord. Pref. Ord. Pref.  Ord./Pref. Ord. Pref. Ord. Pref.

Directors
Peter E. Foo – – 1,000,000 1,000,000  – – – 1,000,000 1,000,000
Peter M. Harvie 257,400 242,900 – –  – – – 257,400 242,900
Executives
Philip S. Leggo 64,350 514,300 – –  – – – 64,350 514,300
Julie E. Raffe – 350,000 – –  – – – – 350,000
Gregory Basser – 800,000 – 533,333  – – (533,333) – 800,000
Tony N. Pane – 450,000 – –  – – – – 450,000
Simon T. Phillipson – 300,000 – –  – – – – 300,000
Tim Carroll – 200,000 – –  – – – – 200,000
Peter J. Davey – – – –  – – – – –

(iii)  Holdings of ‘In Substance Options’ of Key Management Personnel in shares in Austereo Group Limited during the year

 BALANCE AT THE GRANTED AS ON EXERCISE NET BALANCE AT THE
NAME  START OF THE YEAR  REMUNERATION OF OPTIONS  CHANGE OTHER  END OF THE YEAR

  Ordinary  Ordinary  Ordinary  Ordinary  Ordinary 

Directors
Peter M. Harvie  1,030,001  –  –  –  1,030,001

(d)  ‘In Substance Option’ Loans to Key Management Personnel (Consolidated)

(i)  Details of aggregates of ‘In Substance Option’ loans to Key Management Personnel are as follows:

 BALANCE AT    BALANCE AT NUMBER IN
 THE START INTEREST INTEREST  THE END OF GROUP AT THE
 OF THE YEAR  CHARGED  NOT CHARGED 1 WRITE-OFF  THE YEAR  END OF THE YEAR

 $ $ $ $ $ No.

Year ended 30 June 2006
Directors 3,482,947 211,296 138,732 – 8,541,360 2
Executives 5,454,354 269,742 9,283 – 4,966,969 6

Total KMP 8,937,301 481,038 148,015 – 13,508,329 8

Year ended 30 June 2005
Directors 3,432,054 119,180 75,421 – 3,482,947 1
Executives 4,907,520 259,047 11,697 – 5,454,354 6

Total KMP 8,339,574 378,227 87,118 – 8,937,301 7

(26)  SHARE BASED PAYMENT PLANS (continued)
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(ii)  Details of individuals with ‘In Substance Option’ loans above $100,000 in the reporting period are as follows:

 BALANCE AT    BALANCE AT HIGHEST
 THE START INTEREST INTEREST  THE END OF OWING
 OF THE YEAR  CHARGED  NOT CHARGED 1 WRITE-OFF  THE YEAR  IN PERIOD

 $ $ $ $ $ No.

30 June 2006
Directors
Peter M. Harvie 3,482,947 119,077 78,647 – 3,489,141 3,539,642
Peter E. Foo – 92,219 60,085 – 5,052,219 5,052,219
Executives
Philip S. Leggo 1,172,445 59,705 – – 1,180,491 1,199,783
Julie E. Raffe 648,392 35,000 – – 647,779 660,186
Gregory Basser 1,875,983 80,037 9,283 – 1,382,827 1,902,978
Tony N. Pane 833,879 45,000 – – 833,092 849,044
Simon T. Phillipson 555,911 30,000 – – 555,386 566,021
Tim Carroll 367,444 20,000 – – 367,394 374,484

30 June 2005
Directors
Peter M. Harvie 3,432,054 119,180 75,421 – 3,482,947 3,522,580
Executives
Philip S. Leggo 835,611 49,047 – – 1,172,445 1,178,679
Julie E. Raffe 613,392 35,000 – – 648,392 648,392
Gregory Basser 1,795,983 80,000 11,697 – 1,875,983 1,876,019
Tony N. Pane 788,879 45,000 – – 833,879 833,879
Simon T. Phillipson 525,911 30,000 – – 555,911 555,911
Tim Carroll 347,744 20,000 – – 367,744 367,744

1 Refers to aggregate net non-monetary benefi t to refl ect the value of the difference between the interest at the deemed arms length market interest rate and the actual 
interest rate charged and paid and payable on a cents per share basis on ‘in substance option’ loans for shares held under the Company’s various executive incentive 
share plans. In relation to Messrs. P.E. Foo and G. Basser, the benefi t thereon in effect is already included in the notional cost of the relevant share-based payments.

(iii)  Summary of terms and conditions of ‘In Substance Option’ loans to Key Management Personnel
Under the terms of the Executive & Employee Option Plan Loan Facility, dividends are used to repay the interest accrued with any surplus dividend 
payment used to repay the capital amount of the loan.

Under the terms of the Executive Share Plan Loan Facility, the fi rst 10 cents of every dividend per share is used to repay the interest accrued 
and 50% of any remaining dividend per share is used to repay the capital amount of the loan.

Under the terms of the Senior Executive Share Plan, the fi rst 10 cents of every preference dividend and the fi rst 7 cents of every ordinary dividend 
per share is used to repay the interest accrued and 50% of any remaining dividend per share is used to repay the capital amount of the loan.

Under the terms of the Austereo Group Limited Executive Share Plan & Loan Facility, the fi rst 6 cents of every dividend per share is used to repay 
the interest accrued and 50% of any remaining dividend per share is used to repay the capital amount of the loan.

No write-downs or allowances for doubtful receivables have been recognised in relation to the principal amounts of any loans made 
to Key Management Personnel.

(iv)  Number and weighted average exercise prices (‘WAEP’) and movements of ‘In Substance Options’ of Key Management 
Personnel during the year (excluding the rights under the VRPG LTI, for which a WAEP is unable to be calculated)

  2006 NUMBER 2006 WAEP – $ 2005 NUMBER 2005 WAEP – $

Outstanding at Beginning of year  15,150,625 2.79 18,018,125 2.68
Granted during the year  2,533,333 2.25 150,000 1.92
Forfeited during the year  (1,061,958) 2.38 (2,637,500) 2.13
Exercised during the year  (85,000) 1.82 (380,000) 1.83
Expired during the year  – – – –

Outstanding at the end of the year  16,537,000 2.74 15,150,625 2.79

Exerciseable at the end of the year  13,731,667 2.88 10,850,092 2.63

(v)  The outstanding balance as at 30 June 2006 is represented by:
Executive & Employee Option Plan: 407,550 options over ordinary shares in the Company with an exercise price of $2.63 each, and 71,500 options 
over preference shares in the Company with an exercise price of $1.85 each.

Executive Share Plan and Loan Facility: 5,455,000 options over preference shares in the Company with exercise prices ranging from $1.40 to $3.64.

Senior Executive Share Plan: 1,000,000 options over ordinary shares in the Company with an exercise price of $2.67 each, and 1,000,000 options 
over preference shares in the Company with an exercise price of $2.29 each.

Option Plan for Managing Director: 6,000,000 options over ordinary shares in the Company with exercise prices of $3.00, $4.00 and $5.00 each 
(2,000,000 options at each price), with an expiry date of 30 November 2007.

Austereo Group Limited’s Executive Share Plan and Loan Facility: 2,602,950 options over ordinary shares in Austereo Group Limited 
with an exercise price of $1.84 each.

(26)  SHARE BASED PAYMENT PLANS (continued)

(d)  ‘In Substance Option’ Loans to Key Management Personnel (Consolidated) (continued)
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(27)  REMUNERATION OF AUDITORS

  CONSOLIDATED VILLAGE ROADSHOW LIMITED

  2006 2005 2006 2005
  $’000 $’000 $’000 $’000

The auditor of Village Roadshow Limited is Ernst & Young.

Aggregate remuneration received or due and receivable by Ernst & Young, directly 
or indirectly from the parent entity or any related entity, in connection with –

Ernst & Young (Australia) –
An audit or review of the fi nancial report of the entity and any other entity
in the consolidated group  1,449 1,247 200 170
Other services in relation to the entity and any other entity
in the consolidated group
 – Tax (including Tax Consolidation matters in 2005)  498 1,003 100 130
 – Corporate Finance  65 431 – –
 – Assurance related (including AIFRS conversion in 2006)  594 315 200 25
 – Other  – 24 – –

  2,606 3,020 500 325

Auditors other than Ernst & Young (Australia) –
An audit or review of the fi nancial reports of any entity in the group  552 293 – –
Other services in relation to the entity and any other entity
in the consolidated group
 – Tax  784 208 – –
 – Assurance related  – 155 – –

  1,336 656 – –

  3,942 3,676 500 325

(28)  EVENTS SUBSEQUENT TO REPORTING DATE
Other than the following, there have been no material transactions which signifi cantly affect the fi nancial or operational position of the Group 
since the end of the fi nancial year.

Acquisition of Warner Bros.’ Australian Theme Parks interests:
As advised to Australian Stock Exchange Ltd. on 29 May 2006, the Village Roadshow Limited group (“VRL group”) has acquired all of Warner Bros. interests 
in the previously jointly owned Australian Theme Parks for a payment of $254 million.

The transaction, which was effective on 3 July 2006, has resulted in the VRL group acquiring the companies which hold those interests and Warner Bros.’ 
share of associated bank debt ($64.5 million). The acquisition has been funded by a drawdown on the VRL group bank facilities and from existing cash reserves. 
As a result of this transaction, the VRL group now owns 100% of:
• Warner Bros. Movie World
• Sea World
• Wet ‘n’ Wild Water World
• Australian Outback Spectacular
• Paradise Country
• Warner Roadshow Studios

The VRL group has also moved to a 50% ultimate ownership interest in the Sea World Nara Hotel (since this transaction, the VRL group has entered into a 
conditional heads of agreement with Nara Australia Limited to buy the remaining 50% of shares in Sea World Nara for $20 million plus the assumption of 
debt of approximately $5.5 million). The VRL group will continue to partner with Warner Bros. in theme parks in Australia via a long term licensing agreement. 
The transaction also provides for the VRL group to explore with Warner Bros. theme park opportunities in Asia.

The allocation of the total purchase price to the additional assets and liabilities acquired is still being determined.

Finalisation of exit from two remaining cinemas in Austria:
As advised to Australian Stock Exchange Ltd. on 30 May 2006, the VRL group was in advanced discussions to exit its two remaining cinemas 
in Austria. Subsequent to 30 June 2006, agreements have been signed with the landlords of those two cinemas, and these exits will be effective 
from 25 September 2006.
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(29)  INTERESTS IN JOINTLY CONTROLLED OPERATIONS
Interests in jointly controlled continuing operations:
Names and principal activities of jointly controlled operations, the percentage interest held by entities in the Group and the contributions 
of those jointly controlled operations to results after tax –

   CONTRIBUTIONS TO OPERATING
   PROFIT AFTER TAX

   % INTEREST HELD 2006 2005
NAME PRINCIPAL ACTIVITY  2006 $’000 $’000

Adelaide Nova/Palace Cinema operator  25.00% 13 63
Austereo/Simon Richards Direct marketing  – – (995)
Austereo TV TV production  50.00% – –
Australian Theatres Multiplex cinema operators  50.00% 16,111 16,798
Browns Plains Multiplex Cinemas Multiplex cinema operators  33.33% 50 54
Canberra FM Radio Radio broadcasting  29.96% – 1,856
Carlton Nova/Palace Cinema operator  25.00% 471 350
Castle Towers Multiplex Cinemas Multiplex cinema operators  33.33% 1,011 1,267
Data Sell Teleservices Teleservices  – – –
Eye Village Mall advertising  – – –
Geelong Cinema Cinema operator  50.00% 152 115
Jam Factory Cinema Cinema operator  50.00% (300) 398
Jam Factory Shopping Centre Non-operating  50.00% 92 14
Luna/Palace Cinema Cinema operator  25.00% 100 172
MCM Entertainment Music media  – – 364
Morwell Multiplex Cinemas Cinema operator  75.00% 305 305
Movieline Cinema ticket seller  33.33% – –
Mt. Gravatt Multiplex Cinemas Cinema operator  33.33% 776 766
Parramatta Cinemas Cinema operator  50.00% 61 (4,287)
Village/GUO/BCC Cinemas Cinema operator  50.00% 1,612 1,421
Village/Sali Cinemas Bendigo Cinema operator  50.00% 489 513
Village Anderson Cinemas Cinema operator  50.00% 921 620
Village Palace Cinemas Cinema operator  50.00% (894) (1,064)
Village Warrnambool Cinemas Cinema operators  50.00% 172 133
Movie World Holdings Theme park, Queensland  33.33% 3,853 4,315
Warner Village Cinema Operating Assets Property owner/lessor  50.00% – –
Warner Village Cinema Properties Property owner/lessor  – – 582
Warner Village Exhibition Operating Assets Property owner/lessor  49.99% – –
Warner Village Exhibition Properties Property owner/lessor  – – –

    24,995 23,760

There were no impairment losses in the jointly controlled operations.

   CONSOLIDATED

    2006 2005
    $’000 $’000

Aggregate share of assets in jointly controlled continuing operations –
Current assets:
 Cash    13,599 10,574
 Receivables    5,980 4,689
 Inventories    1,127 755
 Other    404 908
Non-current assets:
 Property, plant & equipment    127,529 118,528
 Radio licence    – –
 Receivables    19,205 71,491
 Other    551 540

    168,395 207,485
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(31)  DISCONTINUED OPERATIONS
During the year ended 30 June 2006, the economic entity discontinued the cinema operations in Argentina, United Kingdom, New Zealand & Fiji as a result 
of sales. The economic entity also continued to wind down the operations which were discontinued in prior periods, and it is noted that residual matters in 
relation to Germany were completed during the year, and agreements with landlords have been signed which will result in the exits of the economic entity’s 
two remaining cinemas in Austria, effective from 25 September 2006. The cinema operations of both Germany & Austria were classifi ed as Discontinued 
Operations in previous fi nancial years. The results of discontinued cinema operations are included in the Cinema Exhibition business segment. These disposals 
and cessation of activities are part of a major restructuring program which is aimed at improving the return on assets across the economic entity. During 
the year ended 30 June 2005, the economic entity discontinued the cinema operations in Taiwan as a result of sale.

      TOTAL 
      CINEMA TOTAL
 NZ & FIJI UK GERMANY AUSTRIA ARGENTINA  EXHIBITION  GROUP

 2006 2006 2006 2006 2006 2006 2006
 $’000 $’000 $’000 $’000 $’000 $’000 $’000

(i)  Income Statement Information
Revenues 27,356 27,582 – 12,124 – 67,062 67,062
Other income 16,545 321 727 234 5,361 23,188 23,188
Share of net profi ts (losses) of associates (1,075) – – – – (1,075) (1,075)
Finance costs – – – – – – –
Expenses excluding fi nance costs 25,474 75,159 2,594 16,945 – 120,172 120,172

Profi t (loss) from discontinued operations
 before tax 17,352 (47,256) (1,867) (4,587) 5,361 (30,997) (30,997)
Income tax revenue (expense) (100) 13,297 – – – 13,197 13,197

Profi t (loss) from discontinued operations
 after tax 17,252 (33,959) (1,867) (4,587) 5,361 (17,800) (17,800)

(ii)  Cash fl ow Information
The consolidated net cash fl ows of the
discontinued operation during the reporting
period were as follows:
Net operating cash fl ows 2,752 (4,656) (1,554) (2,350) – (5,808) (5,808)
Net investing cash fl ows (4,771) (32,108) – – 5,361 (31,518) (31,518)
Net fi nancing cash fl ows – (8,088) – – – (8,088) (8,088)

Total net cash fl ows (2,019) (44,852) (1,554) (2,350) 5,361 (45,414) (45,414)

(iii)  Balance Sheet/Other Information
Assets – carrying amount at balance date – 1,686 882 1,477 – 4,045 4,045
Liabilities at balance date – 9,023 9,301 1,219 – 19,543 19,543
Net assets (liabilities) at balance date – (7,337) (8,419) 258 – (15,498) (15,498)
Consideration received or receivable
 Cash and cash equivalents consideration – (32,108) – – 5,361 (26,747) (26,747)
 Present value of deferred sales proceeds 41,827 – – – – 41,827 41,827

Total disposal consideration 41,827 (32,108) – – 5,361 15,080 15,080
Net assets disposed of 28,040 11,133 – – – 39,173 39,173

Gain (Loss) on disposal of net assets
 before income tax 13,787 (43,241) – – 5,361 (24,093) (24,093)
Tax expense (credit) relating to
 disposal of net assets 100 (13,297) – – – (13,197) (13,197)

Gain (Loss) on disposal of net assets
 after income tax 13,687 (29,944) – – 5,361 (10,896) (10,896)

With the exception of the United Kingdom cinema 
operations, the proceeds on sale exceeded the 
book value of the related net assets and accordingly 
no impairment losses were recognised on the 
reclassifi cation of these operations as held for sale.

(iv)  Net cash infl ow on disposal
 Cash and cash equivalents consideration – (32,108) – – 5,361 (26,747) (26,747)
  Less cash and cash equivalents

 balance disposed of (1,080) – – – – (1,080) (1,080)

Refl ected in the cash fl ow statement (1,080) (32,108) – – 5,361 (27,827) (27,827)

(v)  Earnings per share (cents per share)
– Basic from discontinued operations       (11.13)
– Diluted from discontinued operations       (11.13)

(vi)  Expenditure commitments:
Operating leases – minimum lease payments       –

Other expenditure commitments       –
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(31)  DISCONTINUED OPERATIONS (continued)       TOTAL 
       CINEMA TOTAL
 NZ & FIJI UK GERMANY AUSTRIA TAIWAN ARGENTINA  EXHIBITION  GROUP

 2005 2005 2005 2005 2005 2005 2005 2005
 $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000

(i)  Income Statement Information
Revenues 25,540 30,573 17 11,293 – – 67,423 67,423
Other income 1,568 267 4 275 49,236 – 51,350 51,350
Share of net profi ts (losses)
 of associates 122 – – – – – 122 122
Finance costs 4 21 – – – – 25 25
Expenses excluding fi nance costs 23,234 34,206 2,117 14,376 26,830 – 100,763 100,763

Profi t (loss) from discontinued
 operations before tax 3,992 (3,387) (2,096) (2,808) 22,406 – 18,107 18,107
Income tax revenue (expense) – – – – – – – –

Profi t (loss) from discontinued
 operations after tax 3,992 (3,387) (2,096) (2,808) 22,406 – 18,107 18,107

(ii)  Cash fl ow Information
The consolidated net cash fl ows
of the discontinued operation during
the reporting period were as follows:
Net operating cash fl ows 4,538 1,323 (2,667) (439) 374 – 3,129 3,129
Net investing cash fl ows (407) (254) – – 26,073 – 25,412 25,412
Net fi nancing cash fl ows – – – – – – – –

Total net cash fl ows 4,131 1,069 (2,667) (439) 26,447 – 28,541 28,541

(iii)  Balance Sheet/Other Information
Assets – carrying amount at balance date 27,189 30,306 2,318 637 – – 60,450 60,450
Liabilities at balance date 2,714 28,860 3,977 6,948 – – 42,499 42,499

Net assets (liabilities) at balance date 24,475 1,446 (1,659) (6,311) – – 17,951 17,951

Consideration received or receivable
 Cash and cash equivalents consideration – – – – 25,923 – 25,923 25,923
 Present value of deferred sales proceeds – – – – – – – –

Total disposal consideration – – – – 25,923 – 25,923 25,923
Net assets disposed of – – – – 3,890 – 3,890 3,890

Gain (Loss) on disposal of
 net assets before income tax – – – – 22,033 – 22,033 22,033
Tax expense (credit) relating to
 disposal of net assets – – – – – – – –

Gain (Loss) on disposal of
 net assets after income tax – – – – 22,033 – 22,033 22,033

The proceeds on sale exceeded the 
book value of the related net assets and 
accordingly no impairment losses were 
recognised on the reclassifi cation of 
these operations as held for sale.

(iv)  Net cash infl ow on disposal
 Cash and cash equivalents consideration – – – – 25,923 – 25,923 25,923
  Less cash and cash equivalents

 balance disposed of – – – – – – – –

Refl ected in the cash fl ow statement – – – – 25,923 – 25,923 25,923

(v)  Earnings per share (cents per share)
– Basic from discontinued operations        9.72
– Diluted from discontinued operations        9.72

(vi)  Expenditure commitments:
Operating leases – minimum lease payments
 Payable within 1 year        15,591
 Payable between 1 and 5 years        61,669
 Payable after 5 years        194,903

        272,163

Other expenditure commitments
 Payable within 1 year        9,920



ANNUAL REPORT 2006 93

(32)  FINANCIAL INSTRUMENTS
(a)  Financial risk management objectives and policies
The Group’s principal fi nancial instruments, other than derivatives, comprise 
bank loans and overdrafts, convertible notes, fi nance leases and  hire purchase 
contracts, and cash and short-term deposits.

The main purpose of these fi nancial instruments is to raise fi nance for the 
Group’s operations. The Group has various other fi nancial assets and 
liabilities such as trade receivables and trade payables, which arise directly 
from its operations. The Group also enters into derivative transactions, 
including principally interest rate swaps. The purpose is to manage the 
interest rate risks arising from the Group’s sources of fi nance. It is, and 
has been throughout the period under review, the Group’s policy that 
no trading in fi nancial instruments shall be undertaken. The main risks 
arising from the Group’s fi nancial instruments are cash fl ow interest 
rate risk, foreign currency risk, liquidity risk and credit risk. The Board 
reviews and agrees policies for managing each of these risks and they 
are summarised below.

Details of signifi cant accounting policies and methods adopted, including 
criteria for recognition, the basis of measurement and the basis on which 
income and expenses are recognised, in respect of each class of fi nancial 
asset, fi nancial liability and equity instrument are disclosed 
in Note 1 to the fi nancial statements.

Cash fl ow interest rate risk
The Group’s exposure to the risk of changes in market interest rates relates 
primarily to the Group’s long term debt obligations with a fl oating interest rate.

The Group enters into interest rate swap or cap agreements (“interest rate 
hedges”) that are used to convert the variable interest rates attached to 
various of its specifi c facilities into fi xed interest rates, or to limit interest 
rate exposure. The interest rate hedges are entered into with the objective 
of ensuring that earnings are not subject to wide fl uctuations caused 
by fl uctuating interest commitments and ensuring compliance with loan 
covenants. Prior to 1 July 2005, interest rate hedges were not recognised 
in the fi nancial statements.

At balance date, various entities within the Group had entered into interest 
rate hedges covering debts totalling $931.5 million (2005: $956 million). 
These interest rate hedges covered approximately 77% (2005: 89%) of 
total borrowings of the Group drawn down at balance date. The majority 
of the interest rate hedges mature in the medium to long term.

Foreign currency risk
As a result of the Film Production division’s signifi cant assets and liabilities 
denominated in USD, the Group’s gross assets and liabilities can be 
signifi cantly affected by movements in the USD/AUD exchange rate, 
however the impact on net assets is minimised due to the majority of 
this division’s transactions and balances being denominated in USD.

The Group also has transactional currency exposures. Such exposure 
arises from sales or purchases by an operating unit in currencies other 
than the unit’s functional currency.

  PERCENTAGE OF  CONSOLIDATED 
MAXIMUM CREDIT RISK EXPOSURE FOR EACH CONCENTRATION  TOTAL TRADE DEBTORS TOTAL BALANCE

  2006 2005 2006 2005
INDUSTRY SEGMENT:  % % $’000 $’000

Cinema Exhibition  36 15 80,911 40,810
Theme parks  – 2 992 6,534
Radio  20 18 46,594 50,405
Film Production  38 61 86,846 166,633
Film Distribution  – – – –
Other  6 4 12,568 8,678

  100 100 227,911 273,060

The Group requires all of its divisions to use forward currency contracts 
to eliminate the currency exposure on any individual transactions in excess of 
A$0.5 million, which are required to be taken out immediately when a fi rm 
commitment has occurred. The forward currency contracts must be in the 
same currency as the hedged item. It is the Group’s policy not to enter into 
forward contracts until a fi rm commitment is in place.

It is the Group’s policy to negotiate the terms of the hedge derivatives 
to match the terms of the hedged item to maximise hedge effectiveness.

Commodity price risk
The Group’s exposure to price risk is minimal.

Credit risk
The Group trades only with recognised, creditworthy third parties. As the 
Group only trades with recognised third parties, there is no requirement 
for collateral.

It is the Group’s policy that all customers who wish to trade on credit terms 
are subject to credit verifi cation procedures.

In addition, receivable balances are monitored on an ongoing basis with 
the result that the Group’s exposure to bad debts is not signifi cant.

Credit risk in trade receivables is managed in the following ways:
– payment terms are generally 30 days;
– a risk assessment process is used for customers over $50,000.

The Group’s maximum exposure to credit risk at balance date in relation 
to each class of recognised fi nancial asset, other than derivatives, is 
the carrying amount of those assets as indicated in the balance sheet. 
The maximum credit risk exposure does not take into account the value 
of any collateral or other security held, in the event other entities/parties 
fail to perform their obligations under the fi nancial instruments in question.

In relation to derivative fi nancial instruments, whether recognised or 
unrecognised, credit risk arises from the potential failure of counterparties 
to meet their obligations under the contract or arrangement. The Group’s 
maximum credit risk exposure in relation to these is as follows:

Concentrations of credit risk:

The majority of the value of the Production segment’s trade debtors are 
with one entity, which is located in the United Kingdom. This trade accounts 
receivable amount is guaranteed by a substantial wholly-owned subsidiary of 
the United Kingdom entity’s parent company. That parent entity is listed on 
the New York Stock Exchange, and there are a large number of underlying 
customers which make up this trade accounts receivable amount within the 
Film Production segment, which are located in a large number of countries.

In relation to the remaining segments, the Company minimises 
concentrations of credit risk in relation to trade accounts receivable 
by undertaking transactions with a large number of customers within 
the specifi ed industries. The customers in the remaining segments 
are mainly concentrated in Australia. Refer also to Note 30 – Segment 
reporting. Concentrations of credit risk on trade accounts receivable 
arise in the following industries:
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Liquidity Risk
The Group’s objective is to maintain a balance between continuity of funding 
and fl exibility through the use of bank overdrafts, bank loans, convertible 
notes, preference shares, fi nance leases and hire purchase contracts.

(b)  Terms, conditions and accounting policies
The Group’s accounting policies, including the terms and conditions 
of each class of fi nancial asset, fi nancial liability and equity instrument, 
both recognised and unrecognised at balance date, are as follows:

Recognised Financial Instruments

(i)  Financial assets
Receivables – trade debtors:
Trade debtors are carried at nominal amounts due less any allowance 
for doubtful debts. An allowance for doubtful debts is recognised when 
there is objective evidence that the Group will not be able to collect 
the debt. Credit sales are normally settled on 30 – 90 day terms.

Receivables – associated entities and other advances:
Amounts (other than trade debts) receivable from associated entities 
and for other advances are carried at nominal amounts due. Interest, 
when charged, is recognised in the Income Statement on an accrual 
basis. There are no fi xed settlement terms.

Unsecured advances:
Unsecured advances are shown at cost. Interest, when charged, 
is recognised in the Income Statement on an accrual basis. 
There are no fi xed settlement terms.

Available for sale investments
Available for sale investments are shown at fair value.

(ii)  Financial liabilities
Trade and sundry creditors:
Creditors are recognised at amounts to be paid in the future for goods 
and services already received, whether or not billed to the Group. 
They are non-interest bearing and are normally settled on 30 day terms.

Accounts payable – associated and other entities:
Amounts owing to associated and other entities are carried at the principal 
amount. Interest, when charged, is recognised in the Income Statement 
on an accruals basis. There are no fi xed settlement terms.

Secured and unsecured borrowings:
All loans and borrowings are initially recognised at the fair value of the 
consideration received less directly attributable transaction costs. After 
initial recognition, interest-bearing loans and borrowings are subsequently 
measured at amortised cost using the effective interest method. Gains and 
losses are recognised in the income statement when the liabilities are de-
recognised. Interest is recognised in the Income Statement on an accrual 
basis. Bank loans are repayable either monthly, quarterly, bi-annually, 
annually or at expiry with terms ranging from less than one year to greater 
than fi ve years. While interest is charged either at the bank’s fl oating rate 
or at a contracted rate above the Australian dollar BBSY rate, certain 
borrowings are subject to interest rate swaps. Refer interest rate swaps 
section below.

Details of security over bank loans is set out in Note 16.

Convertible Notes:
Refer Note 16 for details in relation to convertible notes issued 
by the parent entity.

Finance lease liabilities:
Finance lease liabilities are accounted for in accordance with AASB 
117 Leases. As at balance date, the Group had fi nance leases with 
an average lease term of 3 years. The average discount rate implicit 
in the leases is 6.82% p.a.

Interest rate swaps:
At balance date, the Group had interest rate swap agreements in place 
designated as hedges of future interest expense. Such agreements are 
being used to hedge the cash fl ow interest rate risk of long-term debt 
obligations with a fl oating interest rate.

Interest rate caps:
At balance date, the Group had an interest rate cap agreement in place. 
This agreement is being used to assist in hedging the cash fl ow interest 
rate risk of long-term debt obligations with a fl oating interest rate.

The interest rate swaps have the same critical terms as the long-term debt 
obligations. The interest rate cap has been based on the long-term debt 
obligations, but exceeds the estimated drawn balances of the long-term debt.

Prior to 1 July 2005, interest rate swaps and caps were not recognised 
on the balance sheet. Refer to Note 35(iii) for impact of adoption of AASB 
132 Financial Instruments: Presentation and Disclosure and AASB 139 
Financial Instruments: Recognition and Measurement.

(iii)  Equity
Ordinary shares:
From 1 July 1998, ordinary share capital has been increased based on the 
proceeds received from shares issued (less direct share issue costs), and 
decreased based on the buyback cost (including direct buyback costs). 
Prior to that date, ordinary share capital was recognised at the par value 
of the amount paid up, and any excess between the par value and the 
issue price was recorded in the share premium reserve. Details of shares 
issued and the terms and conditions of options outstanding over ordinary 
shares at balance date are set out in Note 19.

Preference shares:
From 1 July 1998, preference share capital has been increased based 
on the proceeds received from shares issued (less direct share issue costs), 
and decreased based on the buyback cost (including direct buyback costs). 
Prior to that date, preference share capital was recognised at the par value 
of the amount paid up, and any excess between the par value and the issue 
price was recorded in the share premium reserve. Details of shares issued 
and the terms and conditions of options outstanding over preference shares 
at balance date are set out in Note 19.

(32)  FINANCIAL INSTRUMENTS (continued)

(a)  Financial risk management objectives and policies (continued)
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(d)  Fair values
Set out below is a comparison by category of carrying amounts and fair values of all of the Group’s fi nancial instruments recognised in the fi nancial 
statements, excluding those classifi ed under discontinued operations.
  TOTAL CARRYING AMOUNT
  AS PER BALANCE SHEET AGGREGATE NET FAIR VALUE

  2006 2005 2006 2005
CONSOLIDATED  $’000 $’000 $’000 $’000

Financial assets:
Cash  176,205 95,303 176,205 95,303
Receivables – trade debtors  227,966 273,982 227,966 273,982
Receivables – associated entities and other advances  62,110 62,475 53,154 56,259
Unsecured advances  5,857 3,747 5,557 3,555
Available for sale investments  24,821 6,340 24,821 6,340
Derivatives  45,160 – 45,160 –
Security Deposits  2,777 93,304 2,777 93,304

Total fi nancial assets  544,896 535,151 535,640 528,743

Financial liabilities:
Trade and sundry creditors  186,931 195,820 186,931 195,820
Accounts payable – associated and other entities  37,393 30,474 37,393 30,474
Secured and unsecured borrowings  1,214,463 1,055,222 1,094,077 965,849
Convertible notes  26,430 14,102 24,817 13,672
Finance lease liabilities  4,375 7,810 4,166 7,421
Derivatives  39 ** 39 15,827

Total fi nancial liabilities  1,469,631 1,303,428 1,347,423 1,229,063

PARENT ENTITY

Financial assets:
Cash  25 8 25 8
Receivables – trade debtors  1,001 484 1,001 484
Receivables – associated entities and other advances  369,934 510,088 316,592 410,236
Unsecured advances  – 78 – 78
Available for sale investments  16 16 16 16

Total fi nancial assets  370,976 510,674 317,634 410,822

Financial liabilities:
Trade and sundry creditors  3,653 3,348 3,653 3,348
Accounts payable – associated and other entities  22,599 11,761 22,599 11,761
Convertible notes  26,430 14,102 24,817 13,672
Finance lease liabilities  1,245 2,741 1,231 2,672

Total fi nancial liabilities  53,927 31,952 52,300 31,453

** Prior to 1 July 2005, interest rate swaps were not recognised in the balance sheet. Refer to Note 35(iii) for impact of adoption of AASB 132 Financial Instruments: 
Presentation and Disclosure and AASB 139 Financial Instruments: Recognition and Measurement.

Receivables from associated entities and other advances, secured advances and security deposits, are carried in excess of their net fair value. 
The Directors have decided not to write down these amounts since they expect to recover their full face values.

The following methods and assumptions are used to determine the fair values of fi nancial assets and liabilities:

Cash, cash equivalents and short-term deposits:
The carrying amount approximates fair value because of short-term maturity.

Receivables and accounts payable – current:
The carrying amount approximates fair value because of short-term maturity.

Receivables – non current:
The fair values of non current receivables are estimated using discounted cash fl ow analysis, based on current incremental lending rates for similar 
types of arrangements.

Borrowings – current:
The carrying amount approximates fair value because of short-term maturity.

Borrowings – non current:
The fair values of non current borrowings are estimated using discounted cash fl ow analysis, based on current incremental borrowing rates for similar 
types of arrangements.

Convertible notes:
The fair value of the liability portion of the convertible notes is estimated using an equivalent market interest rate for a similar convertible bond.

Interest rate swaps:
The fair values of interest rate swap contracts is determined as the difference in present value of the future interest cash fl ows.

(32)  FINANCIAL INSTRUMENTS (continued)
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(33)  NON-KEY MANAGEMENT PERSONNEL 
RELATED PARTY TRANSACTIONS

The following related party transactions occurred during the fi nancial year 
and were conducted on normal commercial terms and conditions unless 
otherwise stated:

(a)  Immediate Parent Entity
The Company’s immediate parent entity is Village Roadshow Corporation 
Pty. Limited which is incorporated in Australia. The Company’s ultimate 
parent entity is Positive Investments Pty. Limited which is incorporated 
in Australia.

(b)  Controlled entities:
The Company and Austereo Group Limited (“Austereo”) entered into an 
intercompany agreement in 2001 for the provision of corporate services 
that will maintain the relationship between the Company and Austereo 
in a manner that is consistent in all material respects with past practices. 
The results of the parent entity for the period include an amount of $250,000 
(2005: $250,000) received by the Company in respect of this agreement.

During the fi nancial year, Austereo recorded sales revenue of $572,000 
(2005 $727,000) from the Village Roadshow Ltd. group and a further 
$1,858,000 (2005: $1,177,000) from the Roadshow Distributors Pty. Ltd. 
group (included in Sales revenue disclosures for associated entities below).

(c)  Associated entities:

Revenues and expenses
The following transactions with associated entities were included 
in the determination of the operating profi t before tax for the year 
(material amounts have been separately identifi ed):
 CONSOLIDATED

  2006 2005
  $’000 $’000

Dividend and trust distribution revenue:
 Sea World Property Trust  13,667 1,868
 Roadshow Distributors Pty. Ltd.  9,000 –
 Warner Village Exhibition Limited  – 10,460
 Other  506 1,682

  23,173 14,010

Management & service fee revenue
 Roadshow Distributors Pty. Ltd.  5,751 5,486
 Other  607 1,063

  6,358 6,549

Interest revenue 1  2,133 2,187
Commissions & fee revenue  11 26
Sales revenue  1,858 1,177
Borrowing costs paid  838 938

1 Refer Note 32 for interest rate risk on loans to associated entities.

(34)  EMPLOYEES
The number of full-time equivalents employed as at 30 June 2006 
was 1,355 (2005: 1,249).

(35)  TRANSITION TO AIFRS
For all periods up to and including the year ended 30 June 2005, the Group 
prepared its fi nancial statements in accordance with Australian generally 
accepted accounting practice (“AGAAP”). These fi nancial statements for 
the year ended 30 June 2006 are the fi rst the Group is required to prepare 
in accordance with Australian equivalents to International Financial Reporting 
Standards (“AIFRS”).

Accordingly, the Group has prepared fi nancial statements that comply 
with AIFRS applicable for periods beginning on or after 1 January 2005 
and the signifi cant accounting policies meeting those requirements are 
described in Note 1. In preparing these fi nancial statements, the Group has 
started from an opening balance sheet as at 1 July 2004, the Group’s date 
of transition to AIFRS, and made those changes in accounting policies 
and other restatements required by AASB 1 First-time adoption of AIFRS.

This Note explains the principal adjustments made by the Group in 
restating its AGAAP balance sheet as at 1 July 2004 and its previously 
published AGAAP fi nancial statements for the year ended 30 June 2005.

AASB 1 transitional exemptions
AASB 1 allows fi rst-time adopters certain exemptions from the general 
requirements to apply AIFRS retrospectively. The Group has taken 
the following exemptions:

Share-based payment transactions
AASB 2 Share-based Payment is applied only to equity instruments 
granted after 7 November 2002 that had not vested on or before 
1 January 2005.

Financial Instruments and Derivatives
AASB 139 Financial Instruments: Recognition and Measurement 
and AASB 132 Financial Instruments: Presentation and Disclosure 
have been applied from 1 July 2005.

Foreign Currency Translation
AASB 121 The Effects of Changes in Foreign Exchange Rates has not 
been applied in respect of cumulative translation differences that existed 
at the date of transition to AIFRS. The cumulative translation differences 
for all foreign operations were deemed to be zero at the date of transition.

Business Combinations
AASB 3 Business Combinations has not been applied retrospectively 
to past business combinations (i.e. business combinations that occurred 
before the date of transition to AIFRS).

Explanation of material adjustments to the cash fl ow statement
There are no material differences between the cash fl ow statement 
presented under AIFRS and the cash fl ow statement presented 
under previous AGAAP.
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(35)  TRANSITION TO AIFRS (continued)

(i)  Reconciliation of total equity as presented under AGAAP to that under AIFRS

  CONSOLIDATED VILLAGE ROADSHOW LIMITED

  30-Jun-05 01-Jul-04 30-Jun-05 01-Jul-04
  $’000 ** $’000 * $’000 ** $’000 *

Total equity under AGAAP  771,763 948,718 1,690,540 1,772,183
Adjustments to equity:
Write back of radio licence amortisation (A)  300 – – –
Write back of goodwill amortisation (A)  4,787 – – –
Impairment of radio licences (B)  (5,104) (5,104) – –
Impairment of assets excluding radio licences (B)  (31,931) (35,678) (356,433) (101,611)
Recognition of deferred tax balances under AASB 112 (C)  (6,084) 5,911 (31) (31)
Recognition of Decommissioning Assets and Provisions (D)  (1,881) (1,666) – –
Revenue Recognition adjustments (E)  (131) (169) – –
Equity accounted investment net asset adjustment (F)  (31,905) (33,300) – –
Equity accounted net investment adjustment (G)  (11,640) (33,799) – –
Reclassifi cation to equity reserve of loans to employees under share plan (H)  (18,301) (24,215) (13,245) (17,212)
Restatement of FCTR on transition (I)  2,543 84 – –

Total equity under AIFRS  672,416 820,782 1,320,831 1,653,329

 * This column represents the adjustments as at the date of transition to AIFRS.
** This column represents the cumulative adjustments as at the date of transition to AIFRS and those for the year ended 30 June 2005

(A) Amortisation of radio licences with indefi nite useful lives is not required under AASB 138 Intangible Assets, and amortisation of goodwill is prohibited 
under AASB 3 Business Combinations.

(B) Under AASB 136 Impairment of Assets the recoverable amount of an asset is determined as the higher of its fair value less costs to sell and value 
in use. The consolidated entity’s assets were tested for impairment as part of the cash generating unit to which they belong and impairment losses 
were recognised under AIFRS.

(C) Under AASB 112 Income Taxes, the balance sheet method is used to account for deferred taxes. This has resulted in adjustments to both the deferred 
tax asset and deferred tax liability.

(D) AASB 116 Property, Plant and Equipment, requires the cost of leasehold improvements to include an estimate of the costs to remove those improvements 
at the end of the lease term where such an obligation exists to the lessor. These costs are then required to be depreciated. A corresponding liability 
is recognised in accordance with AASB 137 Provisions, Contingent Liabilities and Contingent Assets.

(E) The requirements of AASB 118 Revenue have resulted in some immaterial changes to the revenue recognition of a few sale transactions 
(e.g. recognition of revenue in respect of Annual Passes to Theme Park sites).

(F) Adjustment required to the underlying balance sheet of the associates on transition to AIFRS.

(G) Under AASB 128 Investments in Associates, an investor’s interest in an associate includes the carrying amount of the investment together with any long-
term interests that, in substance, form part of the investors investment in the associate (e.g. long term loans). Losses recognised under the equity method 
in excess of the investor’s investment in ordinary shares are applied to the other components of the investor’s interest in an associate in the reverse order 
of their priority in liquidation.

(H) Employee share loans are accounted for as awards of options in accordance with AASB 2 Share Based Payment.

(I) Net impact of adjustments (A) – (H) on the foreign currency translation reserve.

(ii) Reconciliation of profi t after tax under AGAAP to that under AIFRS
  CONSOLIDATED VILLAGE ROADSHOW LIMITED

   30-Jun-05  30-Jun-05
   $’000  $’000

Net profi t as reported under AGAAP   40,691  62,233
Write back of radio licence amortisation (A)   300  –
Write back of goodwill amortisation (A)   4,787  –
Impairment of assets excluding radio licences (B)   3,746  (254,822)
Recognition of deferred tax balances under AASB 112 (C)   (11,995)  –
Recognition of Decommissioning Assets and Provisions (D)   (215)  –
Revenue Recognition adjustments (E)   48  –
Equity accounted investment net asset adjustment (F)   760  –
Equity accounted net investment adjustment (G)   22,160  –
Recycling of foreign currency translation differences (H)   (5,849)  –
Impact of AIFRS changes on calculation of Minority Interest (I)   (5,112)  –

Net profi t under AIFRS   49,321  (192,589)

(A) Amortisation of radio licences with indefi nite useful lives is not required under AASB 138 Intangible Assets, and amortisation of goodwill is prohibited 
under AASB 3 Business Combinations.

(B)  Under AASB 136 Impairment of Assets the recoverable amount of an asset is determined as the higher of its fair value less costs to sell and value 
in use. The consolidated entity’s assets were tested for impairment as part of the cash generating unit to which they belong and impairment losses 
were recognised under AIFRS. The impairments recognised on transition to AIFRS result in reduced depreciation expense in comparison to AGAAP.

(C)  Under AASB 112 Income Taxes, the balance sheet method is used to account for deferred taxes. The current year AIFRS adjustments have resulted 
in adjustments to both the deferred tax asset and deferred tax liability.
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(35)  TRANSITION TO AIFRS (continued)

(ii) Reconciliation of profi t after tax under AGAAP to that under AIFRS (continued)

(D)  AASB 116 Property, Plant and Equipment, requires the cost of leasehold improvements to include an estimate of the costs to remove those improvements 
at the end of the lease term where such an obligation exists to the lessor. These costs are then required to be depreciated. A corresponding liability 
is recognised in accordance with AASB 137 Provisions, Contingent Liabilities and Contingent Assets. The asset recognised must be depreciated 
and the provision recognised must be increased each year to take into account the impact of time value of money.

(E) The requirements of AASB 118 Revenue have resulted in some immaterial changes to the revenue recognition of a few sale transactions (e.g. recognition 
of revenue in respect of Annual Passes to Theme Park sites).

(F) Adjustment required to the underlying balance sheet of the associates on transition to AIFRS.

(G) Under AASB 128 Investments in Associates, an investor’s interest in an associate includes the carrying amount of the investment together with 
any long-term interests that, in substance, form part of the investors investment in the associate (e.g. long term loans). Losses recognised under the 
equity method in excess of the investor’s investment in ordinary shares are applied to the other components of the investor’s interest in an associate 
in the reverse order of their priority in liquidation.

(H) Under AASB 121 The Effects of Changes in Foreign Exchange Rates, translation differences on intra-group loans accumulated in equity must be recognised 
in the profi t and loss upon repayment of the associated loan. Such ‘recycling’ was not permitted under AGAAP.

(I) Under AASB 124 Consolidated and Separate Financial Statements, the majority of gains or losses resulting from the Group’s increase in minority interests 
for no cost, as a result of buybacks from minority interests, are required to be transferred directly to a reserve account within equity, instead of to operating 
profi t or retained earnings.

(iii)  Reconciliation of restated equity on adoption of AASB 132 and AASB 139

  CONSOLIDATED VILLAGE ROADSHOW LIMITED

   01-Jul-05  01-Jul-05
   $’000  $’000

Total equity pre-adoption of AASB 132 and AASB 139   672,416  1,320,831
Adjustments to equity:
Impact of Effective Interest Rate Method on Financial Liabilities (A)   2,154  2,768
Re-classifi cation of equity component of convertible notes to liabilities (B)   (14,866)  (14,866)
Interest Rate Swaps (C)   (15,785)  –
Impairment of Receivables and Loans (D)   –  (234,739)
Restatement of FCTR on adoption (E)   126  –

Total equity under AIFRS   644,045  1,073,994

(A)  Under AASB 139, Financial Liabilities classifi ed as loans must be carried at amortised cost. Amortised cost is calculated using the effective interest rate 
method. Under AGAAP, such loans were carried at cost.

(B)  Under AASB 139, all balances relating to convertible notes are classifi ed as liabilities if cash settlement is an option available 
to the party that has the repayment obligation.

(C)  Under AASB 139, all derivatives must be recognised on balance sheet at fair value. Interest rate swaps held at 1 July 2005 are designated as hedging 
instruments and hedge accounting applied where appropriate.

(D)  Under AASB 139, Receivables and Loans must be assessed for impairment on an individual basis if there is objective evidence 
that an impairment has been incurred.

(E)  Net impact of adjustments (A) & (B) on the foreign currency translation reserve.
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In accordance with a resolution of the Directors of Village Roadshow 
Limited, I state that:

(1) In the opinion of the Directors –

(a) the fi nancial statements and notes of the Company and of the 
Consolidated Entity are in accordance with the Corporations Act 
2001, including:

(i) giving a true and fair view of the Company’s and Consolidated 
Entity’s fi nancial position as at 30 June 2006 and of their 
performance for the year ended on that date; and

(ii) complying with Accounting Standards and Corporations 
Regulations 2001; and

(b) there are reasonable grounds to believe that the Company will be 
able to pay its debts as and when they become due and payable.

(2) This declaration has been made after receiving the declarations 
required to be made to the Directors in accordance with section 
295A of the Corporations Act 2001 for the fi nancial period ended 
30 June 2006.

On behalf of the Board

G.W. Burke
Director

Melbourne, 13 September 2006

Directors’ Declaration
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Scope

The fi nancial report and directors’ responsibility
The fi nancial report comprises the balance sheet, income statement, 
statement of changes in equity, cash fl ow statement, accompanying 
notes to the fi nancial statements, and the directors’ declaration set out 
on pages 38 to 100 for Village Roadshow Limited (the company) and the 
consolidated entity, for the year ended 30 June 2006. The consolidated 
entity comprises both the company and the entities it controlled during 
that year.

The directors of the company are responsible for preparing a fi nancial report 
that gives a true and fair view of the fi nancial position and performance of 
the company and the consolidated entity, and that complies with Accounting 
Standards in Australia, in accordance with the Corporations Act 2001. 
This includes responsibility for the maintenance of adequate accounting 
records and internal controls that are designed to prevent and detect fraud 
and error, and for the accounting policies and accounting estimates inherent 
in the fi nancial report.

Audit approach
We conducted an independent audit of the fi nancial report in order to express 
an opinion to the members of the company. Our audit was conducted in 
accordance with Australian Auditing Standards in order to provide reasonable 
assurance as to whether the fi nancial report is free of material misstatement. 
The nature of an audit is infl uenced by factors such as the use of professional 
judgement, selective testing, the inherent limitations of internal control, and the 
availability of persuasive rather than conclusive evidence. Therefore, an audit 
cannot guarantee that all material misstatements have been detected.

We performed procedures to assess whether in all material respects the 
fi nancial report presents fairly, in accordance with the Corporations Act 2001, 
including compliance with Accounting Standards in Australia, and other 
mandatory fi nancial reporting requirements in Australia, a view which 
is consistent with our understanding of the company’s and the consolidated 
entity’s fi nancial position, and of their performance as represented by the results 
of their operations and cash fl ows.

We formed our audit opinion on the basis of these procedures, 
which included:
• examining, on a test basis, information to provide evidence supporting 

the amounts and disclosures in the fi nancial report; and
• assessing the appropriateness of the accounting policies and disclosures 

used and the reasonableness of signifi cant accounting estimates made 
by the directors.

While we considered the effectiveness of management’s internal 
controls over fi nancial reporting when determining the nature and extent 
of our procedures, our audit was not designed to provide assurance 
on internal controls.

We performed procedures to assess whether the substance of business 
transactions was accurately refl ected in the fi nancial report. These and 
our other procedures did not include consideration or judgement of the 
appropriateness or reasonableness of the business plans or strategies 
adopted by the directors and management of the company.

Independent Audit Report

Independence
We are independent of the company and the consolidated entity and have 
met the independence requirements of Australian professional ethical 
pronouncements and the Corporations Act 2001. We have given to the 
directors of the company a written Auditor’s Independence Declaration 
a copy of which is included in the Directors’ Report. In addition, to our 
audit of the fi nancial report, we were engaged to undertake the services 
disclosed in the notes to the fi nancial statements. The provision of these 
services has not impaired our independence.

Audit opinion

In our opinion:

1. the fi nancial report of Village Roadshow Limited is in accordance with:

(a) the Corporations Act 2001, including:

(i) giving a true and fair view of the fi nancial position of Village 
Roadshow Limited and the consolidated entity at 30 June 
2006 and of their performance for the year ended 
on that date; and

(ii) complying with Accounting Standards in Australia 
and the Corporations Regulations 2001; and

(b) other mandatory fi nancial reporting requirements in Australia.

Ernst & Young

D R McGregor
Partner

Melbourne
13 September 2006

Liability limited by a scheme approved under Professional Standards Legislation.
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