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EBET LIMITED ABN 59 056 210 774 AND CONTROLLED ENTITIES

CHAIRMAN’S LETTER

The year just completed has been the most successful in the company's history.  While
there was a loss of $606K for the full year, the second 6 months showed a profit for the
first time.

Gaming is a global growth market and we now have customers in the USA, Philippines,

Greece, New Zealand, Singapore and Russia. We believe our proven systems and low
cost of production will continue to open opportunities in Asia, Europe and the USA.

The company successfully started the linked jackpot in a number of Native American
Casinos in California and is in negotiations to extend this link to more casinos. The
technology that drives this program is opening opportunities for additional
gaming product sales in the USA and overseas.  eBet has been able to demonstrate

that we are capable of running these systems extremely efficiently and reliably.

In Australia our customers and partners, the club and hotel industries, have faced and
will continue to face, tough challenges.  A key area is smoking legislation. We are
working closely with the gaming industry in NSW to help them manage the implications
of this legislation and still provide customer enjoyment in their venues.  There have been
very positive reactions from the industry as to how our Cashless products and suite of

technology products can help them improve efficiency, productivity and customer
satisfaction in this changing environment.

We introduced a number of new products in the past year and will introduce more in
the next 12 months. These will help us maintain our position as Australia's leading gaming
system company.

The growth and expansion of the company is a tribute to the leadership of Tony Toohey

in his first full year as CEO and Managing Director, strongly supported by Russell Scott,
CFO and COO. The Board thanks them and their team on behalf of all shareholders and
looks forward to supporting them in the coming year.

Mr.  Michael Hale
Chairman



L i m i t e d
5

0

2,000

4,000

6,000

8,000

10,000

12,000

2001 2002 2003 2004 2005

Gaming Systems 

Equipment & Installation Sales $

EBET LIMITED ABN 59 056 210 774 AND CONTROLLED ENTITIES

MANAGING DIRECTOR’S REVIEW

PERFORMANCE

eBet is committed to positioning the Company
as an acknowledged, innovative international
gaming solutions company. To achieve this
positioning, this year eBet has focused on
increasing the overall profitability of the
continuing gaming system business: expanding
its gaming system business throughout Asia;
and placing systems within the Russian gaming
market.

The launch of eBet’s Wide Area Linked
Progressive System in California USA adds
another dimension to our international market
positioning. The US operation has the potential
to expand activities throughout the United
States both for our system and link business.

In the year ended 30 June 2005, eBet results
were achieved despite the apprehensive
sentiment surrounding trading conditions for
venue operators in Australia and New Zealand.
However eBet enjoyed increasing demand for
gaming systems in the international market.

eBet achieved revenue for the year of $16.8M,
with net operating cash flow of $329K and
cash at bank at year-end at $2.4M.

A net profit was achieved from continuing
businesses, of $1.1M, however this was off-set
by losses incurred from the establishment of
the U.S. link business, of $1.7M, resulting in an
over-all after-tax loss of $606K.  As set out in the
Financial Statements in this report, under AEIRS,
which have now been adopted, the result was
a modest profit of $100K.

GAMING SYSTEM DIVISION

Gaming Systems Division total revenue of
$15.3M is up 4.8% on $14.6M in the prior year.

The domestic market remains somewhat
apprehensive due to further tightening of
regulatory controls, increasing gaming taxation
and the projected impact of venue smoking
bans. Domestic System, Equipment and
Installation revenue was $10.0M (a decrease of
$862K).

International System, Equipment and Installation

revenue was $956K up $262K or 37.75% as we
continue to increase our presence in our
existing international markets and enter new
international gaming jurisdictions.

Total Gaming System Recurring revenues of
$4.0M is an increase of $1.2M or 42% on the
prior year. This consisted of System
Maintenance and Support revenues of $3.1M,
an increase of $555K or 21.6%, and System
Software License Fees of $862K an increase of
$625K or 263%.

In the past year, 91.3% of eBet’s Gaming
Systems revenue was to customers in Australia
and New Zealand and 8.71% from export
revenues in Asia and Europe. eBet’s Gaming
Systems Revenue growth during the year has
been driven both by market opportunities and
by product development and enhancements.
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EBET LIMITED ABN 59 056 210 774 AND CONTROLLED ENTITIES

MANAGING DIRECTOR’S REVIEW cont.

In the year to 30 June 2005, eBet’s development
expense on Gaming Systems totaled $583K.
eBet’s ongoing development program
contributed significantly to the overall increased
systems revenue, efficiencies and resultant cost
savings, as well as driving new systems sales and
upgrade revenues. This, together with cost
efficient designs, manufacturing improvements
and other cost saving initiatives contributed to
an improvement of 4% on eBet’s gross margins
on equipment purchases.

During the year, eBet Gaming Systems released
a number of new and enhanced products in the
Australian and international markets including:

• Freedom™: a fully integrated cashless

gaming system scalable for venues from
150 to 1,000 gaming machines

• Bill Watch™: the only bill validator
monitoring system available in the market
today, allows Gaming Managers to
monitor and evaluate the performance of
the machine Bill Validator devices.

• Transfer Secure: Specifically designed for

hotels and smaller clubs who operate
centralised Cashless Control Units providing
a fully secure cash transaction system.

• TGMI: a compact gaming machine
interface for venues that offer the Player
Interface Module.

The latest products and innovations have been
developed and released to the market within
the last 6 months with positive uptake of these
products.

Gaming Systems Division highlights during the

year included:

Further expansion into Asia, in particular the

Philippines;

First sites in Russia;

Introduction and approval of the Bill

Watch™ application;

Card-Based Cashless accounts limits
increased from $200 to $1,000;

Major Club System installations including

Liverpool Cathol ic Club: Tradies
(Sutherland United Trade Union Club):
Mingara Recreation Club: Donaldson RSL
Club: South Newcastle Leagues Club.

Major Hotel System installations included:

Irvine Hotel Group (4 Hotels): George
Thomas Group (10 Hotels), Harvey Group
(3 Hotels): Waugh Hotel Management
(8 Hotels): Haps Hotels (3 Hotels): Laundy
Hotels (3 Hotels).

MAXI GAMING

Late in February 2005 (Q3 FY 2005) our Wide
Area Linked Progressive Jackpot Systems was
launched in Pechanga Casino, Soboba Casino
and then Morongo Casino, three of the largest
casinos in Southern California USA.

Operating under the licensed banner of
“Maximillions”, the wide-area linked progressive
jackpot system connects all participating
machines to a centralised jackpot pool with
each machine contributing an agreed
percentage of turnover to the jackpot pool.
Jackpot prizes are then randomly generated
within the established jackpot parameters.

The Wide Area infrastructure is an extensive and
unique operating system with both the
Australian and the U.S. offices accommodating
link network operations centres which provide
24 hour-a-day, 7 days-per-week system control
and monitoring.

The Maximillions Links has paid a total of $1.2M
in jackpot prizes through 8,098 jackpot hits in
just over a 4 month period.

Through the first half of the 2005 financial year
significant cost and resource was invested
procuring, testing and obtaining the State and
Casiono licences required to operate the Wide-
Area Network. Now in operational mode, eBet’s
Wide Area Linked Progressive business will focus
on expanding the number of machines and the
number of casinos connected to the Link. Key
to the future success of eBet’s link operations is
the ability to evolve the Link product offering
through varied jackpot configurations, jackpot
prize levels and the mix between Wide-Area
and in-house Link offerings.

Maxi Gaming will continue to leverage its
network infrastructure to broaden our link
offerings within our existing casinos and
potential casinos and look to provide link
operations to other gaming machine vendors.
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EBET LIMITED ABN 59 056 210 774 AND CONTROLLED ENTITIES

MANAGING DIRECTOR’S REVIEW cont.

OUTLOOK

In the new financial year, eBet expects
domestic market confidence to increase with
domestic operators looking to systems and
technology innovation to provide operational
efficiencies and enhanced functionality to
assist them as they face increased gaming
taxation and the impacts of venue smoking
legislation.

eBet will continue to increase its recurring
revenue through the introduction of value-
added services and new licensed products.

Maxi Gaming (US Link Operations) will seek to
expand its existing link operations and
introduce new link products and themes in the
year ahead.

eBet’s management is currently in discussions
with a number of gaming machine vendors
who are seeking to offer a wide-area linked
progressive concept, and potentially leverage
eBet’s existing Wide-Area infrastructure and
expertise.

eBet will continue to explore various strategic
opportunities to improve and broaden its
product offering both in the systems and link
businesses.

eBet is currently in discussions with a number of
organisations with the view to increasing its
international product presence internationally
and providing future development and
technology paths to remain competitive in the
global gaming market.

eBet is fortunate to have a very skilled and
dedicated team of employees that are the
foundation of eBet’s current and future
success.

Mr Tony Toohey
Chief Executive Officer &
Managing Director
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EBET LIMITED ABN 59 056 210 774 AND CONTROLLED ENTITIES

BOARD OF DIRECTORS

MICHAEL B.

HALE

Non-Executive
Chairman

Age 60

Experience Board member since 1999. Background includes Chairman and
Managing Director of the Hale Agency, Chairman and CEO of
Young & Rubican Australia, Director of Saatchi and Saatchi London,
and Director of Foote, Cone & Belding, UK.

Interest in Shares

and Options

MHGD Pty Ltd, in which M Hale is a Director and Shareholder, holds

2,687,764 ordinary shares in eBet Limited and 2,000 Convertible Notes
(EBTG).

Special
Responsibilities

Chairman of the Company and Chairman of the Remuneration
Committee.

TONY P.

TOOHEY

CEO and
Managing
Director

Age 43

Experience Joined eBet in March 2004 and appointed to the Board in March
2004. Mr Toohey is an accomplished senior executive in the club,
entertainment and leisure industries, with a proven track record of
success in achieving sustainable competitive advantage and strong
platforms for continuing growth.  His background includes General
Manager positions held at Wentworthville Leagues Club Ltd., West’s
Leagues Illawarra and Dee Why RSL Club.

Interest in shares
and Options

Options to acquire 1,250,000 ordinary shares in eBet Limited.

Boronia International Pty. Ltd., in which he is a Director and

Shareholder, holds 201,750 ordinary shares in eBet Limited.

Special
Responsibilities

No special responsibilities.
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EBET LIMITED ABN 59 056 210 774 AND CONTROLLED ENTITIES

BOARD OF DIRECTORS cont.

JEFFREY J.

ZULMAN

Non-Executive
Director

Age 38

Experience Board member since May 2002.  Mr Zulman is the Managing
Director of Coyne Holdings and Coyne Capital Pty. Ltd.,
management and investment consultancy firms. Mr. Zulman holds
a BA in Law and a Dip. Jurisprudence having completed extensive
studies at Oxford University (UK); Sydney University (Aust.); and
University of Witwatersrand (South Africa).

Interest in Shares
and Options

Nil shares in eBet Limited.

Options to acquire 1,000,000 ordinary shares in eBet Limited.

1,600 Convertible Shares(EBTG)

Special
Responsibilities

Member of the Remuneration Committee and Chairman of the
Audit Committee.

KEITH R. CULLEN

Non-Executive
Director

Age 38

Experience Board member since 1999.  Five years service with eBet Limited as
Managing Director. Prior to joining eBet Mr. Cullen held key
positions with Australian Radio Network and Wesgo
Communications and worked as a consultant to federal
government departments and national industry associations.
Mr Cullen is also an executive director of Wright Patton
Shakespeare Financial Group.

Interest in Shares
and Options

1,916,293 ordinary shares and 400 Convertible Notes (EBTG) in eBet
Limited. 1,630,000 Ordinary Shares held directly and 286,293
Ordinary Shares and 400 Convertible notes held beneficially.

Special
Responsibilities

Member of the Audit Committee and the Remuneration
Committee.
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EBET LIMITED ABN 59 056 210 774 AND CONTROLLED ENTITIES

BOARD OF DIRECTORS cont.

RUSSELL D. SCOTT

Executive Director
CFO/COO

Age 51

Experience Joined eBet in August 2002 and appointed to the Board in March 2004.
Mr Scott is responsible for the financial and operational activities of the
Group.  Prior to eBet he was Group General Manager of Greater Union
Entertainment Technology. He has held Financial Management
positions with Westpac and the Hitachi Group, plus 10 years with
Coopers & Lybrand (now PWC) as a Chartered Accountant.  He has a
Bachelor of Business degree majoring in Accounting, a Master of
Commerce degree majoring in Marketing and Organisational
Behaviour and a Graduate Diploma in Corporate Management.  He is
also a Chartered Accountant and a Fellow of the Certified Practising
Accountants and Fellow of the Australian Institute of Corporate
Managers.

Interest in Shares
and options

Options to acquire 562,500 ordinary shares in eBet Limited.

475,000 ordinary shares in eBet Limited, plus 400 Convertible Notes
(EBTG) held directly through his Superannuation Fund.

Special
Responsibilities

Chief Financial Officer, Chief Operating Officer and member of the
Audit Committee.
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EBET LIMITED ABN 59 056 210 774 AND CONTROLLED ENTITIES

CORPORATE  GOVERNANCE  STATEMENT

The Company is committed to implementing the highest standards of corporate governance. In
determining what those high standards should involve the Company has turned to the ASX
Corporate Governance Council’s Principles of Good Corporate Governance and Best Practice

Recommendations. The Company’s practices are mostly consistent with those ASX guidelines.
However, where the Company’s corporate governance practices do not correlate with the
practices recommended by the ASX Corporate Governance Council (the Council) the
Company is working towards compliance however it does not consider that all the practices are
appropriate for the Company due to the size and scale of Company operations. To illustrate
where the Company has addressed each of the Council’s recommendations, the table below
cross-references each recommendation with sections of this report. The table does not provide
the full text of each recommendation but rather the topic covered.  Details of all of the
recommendations can be found on the ASX Corporate Governance Council’s website;
http://www.asx.com.au/about/CorporateGovernance_AA2.shtm.

Recommendation Section

1.1   Functions of the Board and Management 1.1
2.1   Independent Directors 1.2
2.2   Independent Chairman 1.2
2.3   Role of the Chairman and CEO 1.2
2.4   Establishment of Nomination Committee 2.3
2.5   Reporting on Principle 2 1.2, 1.4.6, 2.3.2 &

Directors’ Report
3.1   Directors’ and Key Executives’ Code of Conduct 1.1
3.2   Company Security Trading Policy 1.4.9
3.3   Reporting on Principle 3 1.1 & 1.4.9
4.1   Attestations by CEO and CFO 1.4.11
4.2   Establishment of Audit Committee 2.1
4.3   Structure of Audit Committee 2.1.2
4.4   Audit Committee Charter 2.1
4.5   Reporting on Principle 4 2.1
5.1   Policy for Compliance with Continuous Disclosure 1.4.4
5.2   Reporting on Principle 5 1.4.4
6.1   Communications Strategy 1.4.8
6.2   Attendance of Auditor at General Meetings 1.4.8
7.1   Policies on Risk Oversight and Management 2.1.3
7.2   Attestations by CEO and CFO 1.4.11
7.3   Reporting on Principle 7 2.1.3
8.1   Evaluation of Board, Directors and Key Executives 1.4.10
9.1   Remuneration Policies 2.2.4
9.2   Establishment of Remuneration Committee 2.2
9.3   Executive and Non-Executive Director Remuneration 2.2.4.1 & 2.2.4.2
9.4   Equity-Based Executive Remuneration 2.2.4.1
9.5   Reporting on Principle 9 2.2.2 & 2.2.4
10.1 Company Code of Conduct 3
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 CORPORATE GOVERNANCE STATEMENT cont.

1. Board of Directors

1.1 Role of the Board

The Board’s role is to govern the Company
rather than to manage it.  In governing the
Company, the Directors act in the best
interests of the Company as a whole.  It is
the role of senior management to manage
the Company in accordance with the
direction and delegations of the Board and
the responsibility of the Board to oversee
the activities of management in carrying
out these delegated duties.

In carrying out its governance role, the
main task of the Board is to drive the
performance of the Company.  The Board’s
role includes ensuring that the Company
complies with all of its contractual, statutory
and any other legal obligations, including
the requirements of any regulatory body.
The Board has the final responsibility for the
successful operations of the Company.

To assist the Board to carry out its functions,
the Company is developing a Code of
Conduct to Guide the Directors, the Chief
Executive Officer, the Chief Financial
Officer and other key executives in the
performance of their roles.

1.2 Composition of the Board

To add value to the Company the Board
has been formed so that it has effective
composition, size and commitment to
adequately discharge its responsibilities
and duties. The names of the Directors and
their qualifications and experience are
stated on Page 6 along with the term of
office held by each Director.

Directors are appointed based on the
specific skills required by the Company and
on their decision-making and judgment.
The Company recognises the importance
of Non-Executive Directors and the external
perspective and advice that Non-
Executive Directors can offer.

1.3 Responsibilities of the Board

The Board is responsible for, and has the
authority to determine, all matters relating
to the policies, practices, management
and operations of the Company.

It is required to all things necessary to be
done to carry out the objectives. Without
intending to limit this general role of the
Board, the principal functions and
responsibilities of the Board include:

1. Leadership of the organisation:

oversee the Company and establish codes
reflecting the values of the Company and
guide the conduct of the Board.

2. Strategy Formulation: to set and review
overall company strategies and goals and
ensure that policies are in place to govern
the operation of the Company.

3. Overseeing Planning Activit ies:
development of strategic plans.

4. Shareholder Liaison: ensuring effective

communications with shareholders through
an appropriate communications policy
and promoting participation at general
meetings of the Company.

5. Monitoring, Compliance and Risk
Management: the development of risk
management, compliance, control and
accountability systems to monitor and
direct the financial and operational
performance of the Company.

6. Company Finances:  approving
expenses and approving and monitoring
acquisitions, divestitures and financial and
other reporting.

7. Human Resources: appointing and

where appropriate, removing the Chief
Executive Officer (CEO) and Chief Financial
Officer (CFO) as well as reviewing the
performance of the CEO and monitoring
the performance of senior management in
their implementation of the Company’s
strategy.

8. Ensuring the Health, Safety and Well-
Being of Employees: in conjunction with the
senior management team, developing,
overseeing and reviewing the effectiveness
of the Company’s Occupational Health
and Safety systems to ensure the well-being
of all employees.

9. Delegation of Authority:  delegating
appropriate powers to the CEO to ensure
the effective day-to-day management of
the Company and establishing and
determining the powers and functions of
the Committees of the Board.

RiskandComplianceMonitoring,
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It is the policy of the Company that new
Directors undergo an induction process in
which they are given a full briefing on the
Company, including meetings with key
executives, tours of the premises, an
induction package and presentation.

Information conveyed to new Directors
includes:

details of the roles and responsibilities of

a Director;

formal policies on Director appointment
as well as conduct and contribution
expectations;

a copy of the Board Charter;

guidelines on how the Board processes
function;

details of past, recent and likely future

developments relating to the Board;

background information on key people
in the organisation;

an analysis of the Company;

a synopsis of the current strategic
direction of the Company; and

a copy of the Constitution of the

Company.

In order to achieve continuing
improvement in Board performance, all
Directors are encouraged to undergo
continual professional development.
Specifically, Directors are provided with the
resources and training to address skills gaps
where they are identified.

1.4.6 Independent Professional Advice

The Board collectively and each Director
has the right to seek independent
professional advice at the Company’s
expense, up to specified limits, to assist
them to carry out their responsibilities.

1.4.7 Related Party Transactions

Related party transactions include any
financial transaction between a Director
and the Company. Unless there is an
exemption under the Corporations Act
from the requirement to obtain shareholder
approval for the related party transaction
the Board cannot approve the transaction.

1.4.5 Education and InductionCORPORATE GOVERNANCE STATEMENT

cont.

1.4 Board Policies

1.4.1 Conflicts of Interest

Directors are to:
disclose to the Board actual or

potential conflicts of interest that may or
might reasonably be thought to exist
between the interests of the Director and
the interests of any other parties in carrying
out the activities of the Company; and

if requested by the Board, within seven
days or as soon as possible, take necessary
and reasonable steps to remove any
conflict of interest.

If a Director cannot or is unwilling to
remove a conflict of interest then the
Director must, as per the Corporations Act
2001 absent himself or herself from the
room when discussion and/or voting occurs
on matters about which the conflict relates.

1.4.2  Commitments

Each Board member is committed to spend
sufficient time to enable them to carry out
their duties as a Director of the Company.

1.4.3 Confidentiality

In accordance with legal requirements and
agreed ethical standards, Directors and
key executives of the Company have
agreed to keep confidential, information
received in the course of the exercise of
their duties and will not disclose non-public
information except where disclosure is
authorised or legally mandated.

1.4.4 Continuous Disclosure

The Board has designated the Company
Secretary as the person responsible to
oversee and co-ordinate disclosure of
information to the ASX and communicate
with the ASX.  In accordance with the ASX
Listing Rules the Company immediately
notifies the ASX of information

concerning the Company that a
reasonable person would expect to have a
material effect on the price or value of the
Company’s securities; and

that would, or would be likely to,

influence persons who commonly invest in
securities in deciding whether to acquire or
dispose of the Company’s securities.
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CORPORATE GOVERNANCE STATEMENT

cont.

1.4.8 Shareholder Communication

The Company respects the rights of its
shareholders and to facilitate the effective
exercise of those rights is committed to:

communicating effectively with
shareholders through releases to the
market via ASX, information mailed to
shareholders, through general meetings
and through its website;

giving shareholders ready access to

balanced and understandable information
on the Company and corporate proposals;

making it easy for shareholders to
participate in general meetings of the
Company; and

requesting the external auditor to
attend the Annual General Meeting to be
available to answer shareholder questions
on the conduct of the audit, preparation
and content of the auditor’s report.

The Company provides a telephone
number and email address for shareholders
to make enquiries of the Company.

1.4.9 Trading in Company Shares

The Company has a Share Trading Policy
which states that Directors, senior
management, certain other employees
and their associates likely to be in
possession of unpublished price sensitive
information may not trade in the
Company’s securities prior to unpublished
price sensitive information being released
to the market via the ASX.

Unpublished price sensitive information is
information regarding the Company, which
the market is not aware, that a reasonable
person would expect to have a material
effect on the price or value of the
Company’s securities.

Directors trading in the Company’s
securities must not be in possession of any
unpublished price sensitive information and
at the completion of any trade by a
Director they must notify the Company
Secretary who in turn advises the ASX.

1.4.10 Performance Review/Evaluation

It is the policy of the Board to conduct
evaluation of its performance.

The evaluation process was introduced via
the Board Charter adopted on 30 June
2004. The objective of this evaluation is to
provide best practice corporate
governance to the Company.

1.4.11 Attestations b CEO and CFO

It is the Board’s policy that the CEO and
CFO make the attestations recommended
by the ASX Corporate Governance Council
on the Company’s financial condition prior
to the Board signing the Annual Report.

2.  Board Committees

2.1 Audit Committee

Members of the Board are on the Audit
Committee. A summary of the role and the
responsibilities of the Audit Committee is set
out below.

2.1.1 Role

The Audit Committee is responsible for
reviewing the integrity of the Company’s
financial reporting and overseeing the
independence of the external auditors.

The Audit Committee consists of two (2)
non-executive directors and one (1)
executive director.

2.1.2 Responsibilities

The Audit Committee reviews the audited
annual and half-yearly financial statements
and reports that accompany published
financial statements and recommend their
approval to the members.

Each year the Audit Committee reviews the
appointment of the external auditor, their
independence, audit fees, and any
questions of resignation or dismissal.  The
Audit Committee is also responsible for
establishing policies on risk oversight and
management.

2.2 Remuneration Committee

2.2.1 Role

The Remuneration Committee’s role is to
assist the Board in its responsibilities in
establishing appropriate remuneration
levels and incentive policies for employees.

The Remuneration Committee consists of
two (2) non-executive directors.
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CORPORATE GOVERNANCE STATEMENT

cont.

2.2.2 Responsibilities

The responsibilities of the Remuneration
Committee include setting policies for
senior officers’ remuneration, setting terms
and conditions of employment for the
Chief Executive Officer, reviewing and
making recommendations to the Board on
Company incentive schemes and
superannuation arrangements and
reviewing the remuneration of both
Executive and Non-Executive Directors.

The Remuneration Committee also makes
recommendations to the Board on any
proposed changes and undertakes reviews
of the Chief Executive Off icer’s
performance, including setting with the
Chief Executive Officer’s goals and
reviewing progress in achieving those
goals.

2.2.3 Senior Executive Remuneration Policy

The Company is  committed to
remunerating its senior executives in a
manner that is market-competitive and
consistent with best practice as well as
supporting the interests of shareholders.

Under the Senior Executive Remuneration
Policy the remuneration of senior
executives may comprise  the following:

fixed salary that is determined from a
review of the market and reflects core
per fo rmance requ i rement s  and
expectations;

performance bonus designed to

reward actual achievement by the
individual of performance objectives and
for material ly improved Company
performance;

participation in share/option schemes
with thresholds approved by shareholders;

statutory Superannuation.

By remunerating senior executives through
performance and long-term incentive
plans in addition to their fixed remuneration
the Company aims to align the interests of
senior executives with those of shareholders
and increase Company performance.  The
value of shares and options granted to
senior executives is calculated using the
Black-Scholes method.

The objective behind using this
remuneration structure is to drive improved
Company performance and thereby
increase shareholder value as well as align
the interests of executives and
shareholders.

The Board may use its discretion with
respect to payment of bonuses, stock
options and other incentive payments.

2.2.4 Non-Executive Director Remuneration

Policy

Non-Executive Directors are paid fees and
do not receive performance based
bonuses or participate in equity schemes of
the Company.  Non-Executive Directors are
entitled to but not necessarily paid
statutory superannuation.

2.2.5 Current Director Remuneration

Full details regarding the remuneration of
Directors is included in the Directors’ Report
on Page 15.

2.3 Nomination Committee

2.3.1. Role

The role of a Nomination Committee is to
help achieve a structured Board that adds
value to the Company by ensuring an
appropriate mix of skills are present in
Directors on the Board.

The Company does not have a Nomination
Committee and considers it more efficient
for the full Board to focus on Company on
specific issues.

2.3.2 Criteria for selection of Directors

Directors are appointed based on specific
governance skil ls required by the
Company, given the size of the Company
and the business that it operates.

The Company aims at all times to have at
least one Director with experience
appropriate to the Company’s target
market.  In addition, the Company’s aim is
to have a relevant blend of personal
experience in:

accounting and financial

management

director-level business experience.
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CORPORATE GOVERNANCE STATEMENT

cont.

3.  Company Code of Conduct

As part of its commitment to recognising
the legitimate interests of stakeholders, the
Company has established a Code of
Conduct to guide compliance with legal
and other obligations to legitimate
stakeholders.

Stakeholders include shareholders,
employees, clients, customers, government
authorities, creditors and the community as
a whole.  This Code includes the following:

3.1 Responsibilities to Shareholders and the

Financial Community Generally

The Company complies with the spirit and
letter of all laws and regulations governing
shareholder rights.

The Company has processes in place
designed to ensure the truthful and factual
presentation of the Company’s financial
position and prepares and maintains its
accounts fairly and accurately in
accordance with the generally accepted
accounting and financial reporting
standards.

3.2 Responsibilities to Clients, Customers

and Consumers

The Company has an obligation to use its
best efforts to deal in a fair and responsible
manner with each of the Company’s
clients, customers and consumers and is
committed to providing clients, customers
and consumers with fair value.

3.3 Employment Practices

The Company policy is to endeavour to
provide a safe workplace and equal
opportunities for all employees at all levels
of the Company and does not tolerate the
offering or acceptance of bribes or misuse
of Company assets or resources.

3.4 Obligations Relative to Fair Trading and

Dealing

The Company aims to conduct is business
fairly and to compete ethically and in
accordance with relevant competition
laws.  The Company strives to deal fairly
with the Company’s customers, suppliers
and competitors.

3.5 Responsibilities to the Community

As part of the community, the Company is
committed to conducting its business in
a c c o r d a n c e  w i t h  a p p l i c a b l e
environmental laws and regulations.

3.6 Responsibility to the Individual.

The Company is committed to keeping
private information on employees, clients,
customers, consumers and investors
confidential and protected from uses other
than those for which it was provided.

3.7 Conflicts of Interest

Directors and Employees must avoid
conflicts as well as the appearance of
conflicts between personal interests and
the interests of the Company.

3.8 How the Company Complies with

Legislation Affecting its Operations

Within Australia, the Company strives to
comply with the spirit and the letter of all
legislation affecting its operations.  Outside
Australia, the Company will abide by local
laws in all countries in which it operates.
Where those laws are not as stringent as
the Company’s operating policies,
particularly in relation to the environment,
workplace practices, intellectual property
and the giving of ‘gifts’, Company policy
will prevail.

3.9 How the Company Monitors and Ensures

Compliance with its Code

The Board of the Company is committed to
implementing this Code of Conduct and
each individual is accountable for such
compliance.  Disciplinary measures are
imposed for violating the Code.
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DIRECTORS’ REPORT

Your Directors present their report on the Company and its controlled entities for the financial
year ended 30 June 2005.

Directors

The Directors of the Company in office during the whole of the financial year and at the date of

this report are:

Michael B. Hale Non-Executive Chairman Board member since 1999

Keith R. Cullen Non-Executive Director Board member since 1999
Jeffrey J. Zulman Non-Executive Director Board member since 2002
Anthony P. Toohey CEO and Managing Director Board member since 2004
Russell D. Scott Executive Director, CFO/COO Board member since 2004

Directors appointed or resigned from office during or since the financial year end are:-

Gary J. Gray Non-Executive Director Resigned October 2004

Principal Activities

The principal activities of the consolidated entity during the financial year were:

developing and marketing of gaming system products including player tracking, machine
management, card-based cashless gaming and loyalty systems for gaming machines
through the Gaming Systems Division

support of internet-based wagering systems through its Online Division

marketing and operating a wide-area jackpot link system through Native American casinos
in the U.S.

Operating Results

The Company’s financial results confirmed that each of its business units achieved NPBT for the
Full Year to 30 June 2005, with the exception of its U.S. linked-jackpot operations.   Excluding the
U.S. link business FY2005 EBITDA was $3.6M and NPBT of $1.1M on revenue of $15.8M.  In summary
the continuing business improved in the following areas:

Total Gaming Systems Revenue increased from $14.6 (2004) to $15.3M (2005); + 4.8%

Gaming System Recurring Revenues increased from $2.8M (2004) to $4.0M (2005); + 42.93%.

eBet incurred and expensed significant establishment and operational costs associated with its
U.S. links business across the year whereas revenue from the business did not begin until late
February.  Accordingly, the U.S. links business contributed FY2005 EBITDA of $(1.56)M with NPBT of
$(1.70)M on revenue of $918k.  This brought the Consolidated Group result for FY2005 to EBITDA of
$2.05M and NPBT of $(606)K on consolidated revenue of $16.83M.

It is noted that under the Australian Equivalent of the International Financial Reporting Standards
(AEIFRS), which have now been adopted, that the result would have been a modest
Consolidated Group profit (see details set out in Note 32 of the Financial Statements).

Dividends Paid or Recommended

The Directors do not recommend a dividend be declared for the financial year as the Company
incurred losses.  Since the end of the previous financial year, no dividends have been paid.

Significant Changes in State of Affairs

There were no significant changes in the state of affairs of the Company during the year.
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DIRECTORS’ REPORT cont.

Future Developments

FY2006 eBet plans to continue to grow its market share in Australia and Asian regions, aided by
ongoing product enhancements and the release of innovative new products.

It is also anticipated that international sales growth will continue through the roll-out of Wide Area
Network Link activities in the USA, in Native American Casinos.

Significant After Balance Date Events

No matter or circumstance has arisen since the end of the financial year that has significantly
affected or may significantly affect the operations of the consolidated entity, the results of those
operations or the state of affairs of the consolidated entity, in future financial years.

Environmental Issues

The consolidated entity’s operations are not subject to significant environmental regulation under
the laws of the Commonwealth and States.

Indemnifying Officers

During the financial year the Company had a contract for liability insurance on behalf of the
Directors and Officers as listed in this Report.  As permitted by the Corporations Law the premium
for this renewal of insurance was paid by the Company.  Under the terms of the contract of
insurance other details of the insurance cover are not permitted to be disclosed.

Options

Options were granted by eBet Limited during and since the end of the year to the following
persons as part of their remuneration:

  Number of options to
Directors acquire ordinary shares

Mr A Toohey 1,500,0000
Mr R Scott       550,000

No shares have been issued during the year by virtue of the exercise of options and at the date
of this report there are 3,512,500 unissued ordinary shares in eBet Limited in respect of which
options are outstanding.

The options outstanding at the date of this report include 1,850,000 options at an exercisable
price of $0.50 per share exercisable by 31 December 2005, 500,000, options at an exercisable
price of $0.11 per share exercisable by 11 March 2006 and 1,162,500 options at an exercisable
price of $0.24 per share exercisable by 11 March 2007.

Remuneration Report

Remuneration of non-executive directors comprises fees determined having regard to industry
practice and the need to obtain appropriately qualified independent persons.

Remuneration of executive directors are determined by a remuneration committee (refer
Statement of Main Corporate Governance Practices for further details).  In this respect,
consideration is given to normal commercial rates of remuneration for similar levels of responsibility.
Remuneration comprises of salaries, use of motor vehicles, bonuses, superannuation contributions
and share options.

Bonuses are paid on the basis of the achievement of pre-set Key-Performance-Indicators.  In the
current year no bonuses were paid to senior executives.
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Remuneration Report cont.

Incentives determined in relation to the achievement of EBITDA targets and movement in the
Company's share price over the preceding twelve months are paid by the issue of options to
acquire shares in eBet Limited.

For the FY2005 year the incentives for the Managing Director, Mr. T Toohey, were dependent upon
the satisfaction of the following performance conditions:

1. 500,000 options issued at the commencement of his employment at an exercisable price of
$0.11 per share exercisable by 11 March 2006.

2. 500,000 options granted based on share price targets.

3. 250,000 options were available but not granted based on the reviewed EBITDA of the

consolidated entity at 31 December 2004.

4. 250,000 options issued at the Board’s discretion at an exercisable price of $0.24 per share.

The above incentive remuneration represented approximately 13% of the aggregate remuneration

paid during the year.

For the FY2005 year the incentives of the executive director, Mr. R Scott, is dependent upon the
satisfaction of the following performance condition:

1. 137,500 options were available but not granted based on EBITDA of the consolidated entity
to 31 December 2004;

2. 137,500 options granted at the discretion of the Board;

3. 275,000 options granted based on share price targets.

The above incentive remuneration represented approximately 7% of the aggregate remuneration

paid during the year.

For the FY2006 year the incentives of the Managing Director, Mr. T Toohey, are dependent upon
the satisfaction of the following performance conditions:

1. up to 500,000 options will be granted based on share price targets;

2. 250,000 options will be granted based on EBITDA targets;

3. up to 250,000 options will be granted based on the successful roll out of the Company’s U.S.
linked jackpot operations.

For the FY2006 year the incentives of the Executive Director, Mr. R Scott, are dependent upon the
satisfaction of the following performance condition:

1. up to 137,500 options will be granted based on share price targets;

2. 137,500 options will be granted based on EBITDA targets; and

3. up to 275,000 options will be granted based on the successful roll out of the Company’s card-

based cashless gaming systems.

These performance conditions were chosen because they reflect the Company's strategies for
growth and increase in shareholder wealth in respect of which the executive directors play a
critical role.



L i m i t e d
20

DIRECTORS’ REPORT cont.

  Remuneration Report cont.

  Names and positions of Directors in office at any time during the financial year are:

Michael B. Hale Non-Executive Chairman Board member since 1999
Anthony P. Toohey CEO/Managing Director Board member since March 2004
Russell D. Scott CFO/COO/

Executive Director
Board member since March 2004

Keith R. Cullen Non-Executive Director Board member since 1999
Jeffrey J. Zulman Non-Executive Director Board member since May 2002

  Names and positions of specified executives in office at any time during the financial year are:

Dan Purner Manager –
USA Operations

Appointed March 2002

Edmund Sciortino Finance Manager/
Company Secretary

Appointed March 2003
(Company Secretary since July 2004)

  Shares held directly and indirectly by Directors and Executives are:

Balance
1/7/04

Received as
Remuneration

Options
Exercised

Net Change
Other *

Balance
30/6/05

Directors
M. Hale 2,323,356 - - 364,408 2,687,764
A. Toohey 95,250 - - 106,500 201,750
R. Scott 265,000 - - 210,000 475,000
K. Cullen 1,916,293 - - - 1,916,293
J. Zulman - - - - -

4,599,899 - - 680,908 5,280,807

Executives
D. Purner - - - - -
E. Sciortino - - - - -

- - - - -

* Net Change Other – refers to shares purchased or sold during the financial year

  Convertible Notes held directly and indirectly by Directors and Executives are:

Balance
1/7/04

Received as
Remuneration

Notes
Converted

Net Change
Other

Balance
30/6/05

Directors
M. Hale 4,000 - - (2,000) 2,000
A. Toohey - - - - -
R. Scott 400 - - - 400
K. Cullen 400 - - - 400
J. Zulman 3,200 - - (1,600) 1,600

8,000 - - (3,600) 4,400

Executives
D. Purner - - - - -
E. Sciortino - - - - -

- - - - -

  Convertible Notes that have an interest rate of 10% for a term ending November 2006.  M. Hale
  and J. Zulman elected to redeem 50% of their entitlement in November 2004 as permitted under
  the terms of the agreement.
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Remuneration Report cont.

Options held by Directors and Executives are:

Balance
1/7/04

Granted as
Remuneration

Net Options
Exercised

Net
Change

Other
Balance
30/6/05

Total Vested
&

Exercisable
30/6/05

 Directors
 M. Hale
 *

500,000 - - (500,000) - -

 A. Toohey
 ***

- 1,250,000 - - 1,250,000 1,250,000

 R. Scott
 ****

150,000 412,500 - - 562,500 562,500

 K. Cullen
 *

2,500,000 - - (2,500,000) - -

 J. Zulman
 **

1,000,000 - - - 1,000,000 1,000,000

4,150,000 1,662,500 - (3,000,000) 2,812,500 2,812,500

 Executives
 D. Purner
 ***

550,000 - - - 550,000 550,000

 E. Sciortino - - - - - -

550,000 - - - 550,000 550,000

* The term of these options expired during the financial year.

** The balance of options as at 30 June 2005 represents options issued on 24 December
2002. The options have an exercise price of $0.50 and are exercisable by 24 December 2005.

*** The balance of options as at 30 June 2005 represents options to acquire 500,000

ordinary shares in eBet Limited at an exercisable price of $0.11 per share exercisable by 15 March
2006 and 750,000 options to acquire ordinary shares in eBet Limited at an exercisable price of
$0.24 and is exercisable by 15 March 2007.

**** The balance of options as at 30 June 2005 represents options to acquire 150,000
ordinary shares in eBet Limited at an exercisable price of $0.50 per share exercisable by 24
December 2005 and 412,500 ordinary shares in eBet Limited at an exercisable price of $0.24 per
share exercisable by 15 March 2007.

During the year ended 30 June 2005, options were issued to T. Toohey and R. Scott to acquire
ordinary shares in eBet Limited. T. Toohey was issued 500,000 options at an exercise price of $0.11
cents per share exercisable by 11 March 2006 as well as 750,000 options at an exercise price of
$0.24 cents per share exercisable by 15 March 2007.  R. Scott was issued 412,500 options at an
exercise price of $0.24 cents per share exercisable by 15 March 2007.

The value of options issued during the year was independently valued at grant date, at a value
of $57,794.  The valuation of these options was determined using the Binorminal Approximation
model and the Black-Scholes/Merton model with assumptions in relation to the following
included therein:  the exercise prices of the option, the life of the option, the current price of the
underlying shares, the expected volatility of the share price, the dividends expected on the
shares, and the risk-free interest rate for the life of the option.
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Remuneration Report cont.

Directors and Executives Remuneration:

* Salaries & Allowances for Mr. M Hale included $16,135 for consultancy fees for services provided in prior years.

Remuneration of non-executive directors comprise fees determined having regard to industry
practice and the need to obtain appropriately qualified independent persons.  Fees do not
contain any non-monetary elements.

Remuneration of executive directors is determined by a Remuneration Committee (refer
Corporate Governance Practices Statement on Page 12).  In this respect, consideration is given
to normal commercial rates of remuneration for similar levels of responsibility. An incentive bonus
element of Director’s remuneration is determined in relation to the movement in the Company’s
share price over the preceding 12 months, achievement of profit targets and key-performance-
indicators, which are paid by the grant of options to acquire ordinary shares in eBet Limited.

Remuneration of senior executives is given with regard to normal commercial rates of
remuneration for similar levels of responsibility, experience and skills.  In addition, a portion of the
aggregate remuneration of each senior executive comprises an incentive bonus which is related
to the performance of those parts of the Company’s operations, which are relevant to the
executive’s responsibilities.

2005

Salary,
Allowances

and Fees
Superannuation

Contributions

Non-
Cash

Benefits Equity

Bonuses
and

Other Total

Directors
M. Hale 50,000 - - - - 50,000
A. Toohey 260,000 23,400 5,966 41,756 - 331,122
R. Scott 191,333 17,220 - 16,038 - 224,591
K. Cullen 119,449 5,791 - - - 125,240
G. Gray 12,500 1,125 - - - 13,625
J. Zulman 30,000 2,700 - - - 32,700

663,282 50,236 5,966 57,794 - 777,278

Executives
D. Purner 182,653 7,567 - - 42,304 232,524
E. Sciortino 101,912 7,793 - - - 109,705

284,565 15,360 - - 42,304 342,229

2004

Salary,
Allowances &

Fees
Superannuation

Contributions

Non-
Cash

Benefits Equity
Bonuses &

Other Total

Directors
M. Hale *66,135 - - - - 66,135
K. Cullen 202,444 18,220 28,411 - - 249,075
G. Gray 29,999 2,700 - - - 32,699
J. Zulman 29,999 2,700 - - 7,943 40,642
A. Toohey 77,709 6,994 1,595 - - 86,298
R. Scott 160,767 17,169 - - 30,000 207,936

567,053 47,783 30,006 - 37,943 682,785

Executives

D. Purner 178,889 16,810 - - - 195,699
E. Sciortino 83,667 7,530 - - - 91,197

262,556 24,340 - - - 287,158
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The employment conditions of the Managing Director, Mr. Toohey, and the CFO/COO, Mr. Scott,
are formalised in contracts of employment. All executive directors and specified executives are
permanent employees of the consolidated entity. The employment contracts stipulate 6 months
notice period for termination or resignation, however instant termination may result for serious
misconduct for which termination payments are generally not payable.

Meetings of Directors

During the financial year, 11 meetings of Directors were held.    Attendances were:

Directors’ Meetings Remuneration

Committee

Audit

CommitteeDirector

Meetings
Held

Meetings
Attended

Number of Meetings
Held and Attended

Number of Meetings
Held and Attended

Michael Hale 11 11 1 -
Tony Toohey 11 11 - -
Russell Scott 11 11 - 2
Keith Cullen 11 9 1 2
Jeffrey Zulman 11 10 1 2
Gary Gray 5 4 - -

Proceedings on behalf of the Company

No person has applied for leave of Court to bring proceedings on behalf of the Company or
intervene in any proceedings to which the Company is a party for the purpose of taking
responsibility on behalf of the Company for all or any part of those proceedings.

The Company was not a party to any such proceedings during the year.

Corporate Governance

In recognising the need for the highest standards of corporate behaviour and accountability, the
Directors of eBet Limited support and have adhered to the principles of Corporate Governance
where considered appropriate given the size and complexity of the business.  The Company’s
Main Corporate Governance Practices are contained on Page 9 of this Annual Report.

Non-audit Services

The following amounts were paid or are payable to the external auditors for non-audit services
during the year ended 30 June 2005:

$’000

Tax Compliance, Planning and Related Services 105

The Directors are satisfied that the provision of non-audit services during the year by the auditors
is compatible with the general standard of independence for auditors imposed by the
Corporations Act.

The Directors are satisfied that the provision of the non-audit services did not compromise the
auditor independence requirements of the Corporations Act because the services were
provided by persons who were not involved in the audit and the decision as to whether or not to
accept the tax compliance, planning and related services was made by management of the
Company.
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Auditor’s Independence Declaration

The auditor's independence declaration under section 307C has been received and is attached.

Rounding of Amounts

The Company is an entity to which ASIC Class Order 98/100 applies.  Accordingly, amounts in the
financial report and Directors’ report have been rounded to the nearest thousand dollars.

Signed in accordance with a resolution of the Board of Directors.

Michael B. Hale Anthony P. Toohey

Chairman CEO and Managing Director

Dated this 28th day of September 2005 in Sydney.
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NOTE 1:  STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES cont.

The financial report is a general purpose
financial report that has been prepared in
accordance with Accounting Standards,
Urgent Issues, Group Consensus Views,
other authoritative pronouncements of the
Australian Accounting Standards Board
and the Corporations Law.

The f inancial report covers the

consolidated entity of eBet Limited and
controlled entities, and eBet Limited as an
individual parent entity. eBet Limited is a
listed public company, incorporated and
domiciled in Australia.

The financial report has been prepared on

an accruals basis, is based on historical
costs and does not take into account
changing money values or, except where
stated, current valuations of non-current
assets. Cost is based on the fair values of
the consideration given in exchange for
assets. Fair value means the amount for
which an asset could be exchanged, or a
liability settled, between knowledgeable,
will ing parties in an arm’s length
transaction.

The carrying amounts of non-current assets
do not exceed the net amounts that are
expected to be recovered through the
cash inflows and outflows arising from the
continued use and subsequent disposal of
the assets.  The expected net cash flows
included in determining the recoverable
amounts have been discounted to their
present values.  The accounting policies
have been consistently applied, unless
otherwise stated.

The following is a summary of the material

accounting policies adopted by the
consolidated entity in the preparation of
the financial report.

(a) Principles of Consolidation

The consolidated financial report combines

the financial reports of eBet Limited and all
of its controlled entities.  A controlled entity
is any entity controlled by eBet Limited.
Control exists where eBet Limited has the
capacity to dominate the decision-making
in relation to the financial and operating

policies of another entity so that the other
entity operates with eBet Limited to
achieve the objectives of eBet Limited. A
list of controlled entities is contained in
Note 14 to the financial report.

Al l  inter-company balances and

transactions between entities in the
consolidated entity, including any
unrealised profits or losses, have been
eliminated on consolidation. Where
controlled entities have entered or left the
consolidated entity during the year, their
operating results have been included from
the date control was obtained or until the
date control ceased.

(b) Income Tax

The consolidated entity adopts the liability
method of tax-effect accounting whereby
the income tax expense is based on the
operating profit adjusted for any
permanent differences.

Timing differences which arise due to the

different accounting periods in which
items of revenue and expense are
included in the determination of
accounting profit and taxable income are
brought to account as either a provision
for deferred income tax or as a future
income tax benefit at the rate of income
tax applicable to the period in which the
benefit will be received or the liability will
become payable.

Future income tax benefits are not

brought to account unless realisation of
the asset is assured beyond reasonable
doubt.  Future income tax benefits in
relation to tax losses are not brought to
account unless there is virtual certainty of
realisation of the benefit.

The amount of benefits brought to

account or which may be realised in the
future is based on the assumption that no
adverse change will occur in income
taxation legislation and the anticipation
that the consolidated entity will derive
sufficient future assessable income to
enable the benefit to be realised and
comply with the conditions of deductibility
imposed by the law.
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NOTE 1:  STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES cont.

(c) Inventories

Inventories are measured at the lower of
cost or net realisable value.  Costs have
been assigned to inventory quantities on-
hand at balance date using the first-in, first-
out basis.

(d)  Property, Plant and Equipment

Property, plant and equipment is carried at
cost or at independent or Directors’
valuation, less, where applicable, any
accumulated depreciation or amortisation.

The carrying amount of property, plant and
equipment is reviewed annually by the
Directors to ensure it is not in excess of the
recoverable amount from these assets.
The recoverable amount is assessed on the
basis of the expected net cash flows,
which will be received from the assets
employment and subsequent disposal.  The
expected net cash flows have been
discounted to their present values in
determining recoverable amounts.

The depreciable amount of all property,
plant and equipment including building
and capitalised lease assets, but excluding
freehold land, is depreciated on a
diminishing value basis over their useful lives
to the consolidated entity commencing
from the time the asset is held ready for
use.

The depreciation rates used for each class
of depreciable assets on a diminishing
value basis are:

Fixed assets   Depreciation
Class                                         Rate
Plant and Equipment 10%-33%
Leasehold improvements 33%

(e)  Leases

Lease payments for operating leases,
where substantially all the risks and benefits
remain with the lessor, are charged as
expenses in the periods in which they are
incurred.

(f) Investments

Non-current investments are carried at cost or
Directors’ valuation. The carrying amount of
investments is reviewed annually by Directors
to ensure it is not in excess of the recoverable
amount of the investments.  The recoverable
amount is assessed from the share’s current
market value or the underlying net assets in
the particular entities.  The expected net cash
flows from investments have not been
discounted to their present value in
determining the recoverable amounts.

(g)  Intangibles

i.      Goodwill

Goodwill and goodwill on consolidation are

initially recorded at the amount by which the
purchase price for a business or ownership
interest in a controlled entity exceeds the fair
value attributed to its net assets at date of
acquisition. Both purchased goodwill and
goodwill on consolidation are amortised on
the following a straight line basis:

-  Goodwill on consolidation      10 years
-  Purchased goodwill                 10 years

The balances are reviewed annually and any
balance representing future benefits for
which the realisation is considered to be no
longer probable are written off.  At the
beginning of the 2003/2004 financial year, the
remaining period over which future benefits
from purchased goodwill and goodwill on
consolidation are to be derived was revised
to 10 years from that date.

ii.     Intellectual Property, Software
Development and other intangibles

Intellectual property and other intangibles are
carried at cost and are amortised on a
straight-line basis over 10 years.  The balances
are reviewed annually and any balance
representing future benefits for which the
realisation is considered to be no longer
probable are written off.

Software development is included in other
intangibles and is valued in the financial
report at cost. Software development is
capitalised when it is probable that future
economic benefits of the development will
eventuate.
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NOTE 1:  STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES cont.

(g)  Intangibles cont.

ii.    Intellectual Property, Software
Development and Other intangibles cont.

Software development is amortised on a
straight-line basis over 10 years from the
date that the benefits commence to be
realised.  The balances are reviewed
annually and any balance representing
future benefits for which the realisation is
considered to be no longer probable are
written off.

At the beginning of the 2003/2004 financial
year, the remaining period over which
future benefits from certain intellectual
property, software development and other
intangible assets are to be derived was
revised to 10 years from that date.

(h) Foreign Currency Transactions and

Balances

Foreign currency transactions during the
year are converted to Australian currency
at rates of exchange applicable at the
date of the transaction. Amounts
receivable and payable in foreign
currencies at balance date are converted
at rates of exchange ruling at that date.

Gains and losses from conversion of short-
term assets and liabilities, whether realised
or unrealised, are included in operating
results as they arise.  The financial report of
controlled foreign entities which are
integrated foreign operations have been
translated into Australian Dollars using the
temporal method whereby monetary items
are translated at the exchange rate
current at balance date and non-
monetary items and revenue and
expenses are translated at exchange rates
current at the transaction dates.
Exchange differences arising on translation
are brought to account in the statement of
financial performance.

(i)   Employee Entitlements

Provision is made for the consolidated
entity’s liability for employee entitlements
arising from services rendered by
employees to balance date.

Employee entitlements expected to be
settled within one year together with
entitlements arising from wages and salaries,
annual leave and sick leave which will be
settled after one year, have been measured
at their nominal amount.   Other employee
entitlements payable later than one year
have been measured at the present value of
the estimated future cash outflows to be
made for those entitlements.

Liabilities are determined after taking into
consideration estimated future increases in
wages, salaries and past experience of staff
departures and related on-costs. .

Contributions are made by the consolidated
ent i t y  to  emp loyee  nominated
superannuation funds and are charged as
expenses when incurred.

(j) Cash

For the purpose of the statement of cash
flows, cash includes cash on hand and at-call
deposits with banks or financial institutions,
net of bank overdrafts.

(k) Comparative Figures

When required by Accounting Standards or
Directors re-classification of assets and
liabilities, comparative figures have been
adjusted to conform with changes in
presentation for the current financial year.

(l) Revenue Recognition

Revenue from sale of goods is recognised on
delivery of goods to customers. Interest
revenue is recognised on a proportional basis
taking into account the interest rates
applicable to the financial assets.

When the outcome of a contract to provide
services can be estimated reliably, revenue is
recognised by reference to the percentage
of service performed.

Revenue from operating linked gaming
systems is recognised based on a percentage
of coin-in generated by the game. The
jackpot contribution fees collected to fund
jackpots are not recognised as revenue.
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NOTE 1:  STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES cont.

(l)     Revenue Recognition cont.

All revenue is stated net of the amount of
goods and services tax (GST).

(m)  Receivables

Trade accounts receivable, amounts due
from related parties and other receivables
represent the principal amounts due at
balance date plus accrued interest and
less, where applicable, any unearned
income and provisions for doubtful
accounts.

(n) Payables

Payables represent the principal amounts
outstanding at balance date plus, where
applicable, any accrued interest.

(o) Interest Bearing Liabilities

Interest bearing liabilities are recognised in
the financial report on the basis of the
nominal amounts outstanding at balance
date.

(p) Borrowing Costs

Borrowing costs are recognised as an
expense in the period in which they are
incurred.

(q) Jackpot Liabilities

eBet receives jackpot contribution fees to
fund jackpots not yet won. These
contributions are recognised as jackpot
liabilities.

(r) Rounding of Amounts

The parent entity has applied the relief
available to it under ASIC Class Order
98/100 and, accordingly, amounts in the
financial report and Directors’ Report
have been rounded off to the nearest
$1,000.
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NOTE 2: REVENUE FROM ORDINARY ACTIVITIES

        Consolidated         Parent Entity

2005 2004 2005 2004
$’000 $’000 $’000 $’000

Operating revenue:

Systems, equipment and software sales 9,983 10,434 - -
Service Revenue – Gaming Systems 4,971 3,940 - -
Service Revenue – Online Systems 758 1,978 - 11
Operator fee – US Links 918 - - -

16,630 16,352 - 11

Non Operating revenue:
Interest received – Other persons 43 102 37 70
Proceeds from sale of business - 1,950 - 1,950
Management fees from wholly owned

subsidiaries - - 2,246 2,164
Government Grants 132 95 - 95
Other revenue 20 49 - 2

195 2,196 2,283 4,281

16,825 18,548 2,283 4,292

NOTE 3: OPERATING LOSS

        Consolidated         Parent Entity

2005 2004 2005 2004
$’000 $’000 $’000 $’000

Loss from ordinary activities before income tax
includes:

Cost of sales 6,220 6,533 - -

Borrowing costs:
-  Directors and director related entities - 5 - 5
-  Other persons 611 755 571 773

611 780 571 778

Depreciation and amortisation
-  Plant and equipment depreciation 352 267 86 59
-  Goodwill amortisation 764 848 - -
-  Intellectual property, software

development and other intangible
assets amortisation 932 602 - -

2,048 1,717 - -

Foreign Currency Gains/(Losses) (76) 93 - -

Operating leases:
-  Minimum lease payments 332 325 194 185

Net loss on disposal of business - 523 - 1,683

The following significant revenue and  expense
items are relevant in explaining the
financial performance:

- Write-off of intellectual property, software
development and other intangible
assets, on Directors review - 148 - -
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NOTE 4: INCOME TAX EXPENSE

       Consolidated         Parent Entity

2005 2004 2005 2004
$’000 $’000 $’000 $’000

(a) The prima facie tax on operating loss is
reconciled to the income tax as follows:

Prima facie tax payable on operating loss
before income tax at 30% (182) (257) (171) (829)

Add/(Deduct) tax effect of:
Non-allowable items 414 222 93 182
 -  Rebatable research & development (215) - - -

17 (35) (78) (647)
Utilisation of prior period losses (87) - - -

Current period loss not bought to account as
future income tax benefit 70 35 78 647

Income tax expense attr ibutable to
operating loss - - - -

(b) Tax losses not brought to account as
realisation of the benefit is not recognised as
virtually certain 27,842 28,091 27,219 27,177

This benefit for tax losses will only be obtained if the consolidated entity derives future
assessable income of an amount sufficient to enable the benefit from the deductions for
the losses to be realised, the consolidated entity continues to comply with the conditions for
deductibility imposed by tax legislation and no changes in tax legislation adversely effect
the consolidated entity in realising the benefit from the deductions for the losses.

The tax losses of the tax consolidated group comprising eBet Limited and its wholly owned
Australian subsidiaries are subject to a loss recoupment fraction.   This means that eBet will
only be able to apply prior year tax losses in any given period, to the extent of the taxable
income for the entities for that period multiplied by the loss recoupment fraction.  At
30 June 2005, the fraction was 0.54.  This fraction may be subject to change in future
periods.

Tax Consolidation

eBet Limited and its wholly owned Australian subsidiaries are a tax consolidated group.  The
tax consolidated legislation has been applied to allow groups, comprising a parent entity
and its wholly owned Australian resident entities, to consolidate and be treated as a single
entity for Australian income tax purposes was substantially enacted on 21 October 2002.
The legislation includes both mandatory requirements, which are applicable to all entities,
and the tax consolidation systems provisions, which entities can elect to adopt.

eBet Limited and its wholly owned Australian resident subsidiaries have formed a tax
consolidation group with effect from 1 January 2004. The head entity is eBet Limited.
Members of the group have entered into a tax sharing arrangement with eBet Limited in
order to allocate income tax expense between eBet Limited and the members of the
group on a notional tax liability basis.  In addition, the agreement provides for the allocation
of income tax liabilities between the entities should the head entity default on its tax
payment obligations.
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NOTE 5:  ACCUMULATED LOSSES AND TOTAL EQUITY

        Consolidated         Parent Entity

2005 2004 2005 2004
$’000 $’000 $’000 $’000

Accumulated Losses:

Balance at beginning of year (35,841) (34,983) (18,530) (15,767)
Net loss attributable to members (606) (858) (569) (2,763)

(36,447) (35,841) (19,099) (18,530)

Total Equity:
Total equity at beginning of year 10,227 8,870 27,538 28,086
Total changes in equity recognised in the

statement of financial performance (606) (858) (569) (2,763)
Contribution of equity 4,104 2,215 4,104 2,215
Costs associated with share issue (191) - (191) -

13,534 10,227 30,882 27,538

NOTE 6:  AUDITORS’ REMUNERATION

        Consolidated         Parent Entity

2005 2004 2005 2004
$’000 $’000 $’000 $’000

Remuneration of the auditor of the
parent entity for:

-  Audit and review of financial report 94 72 94 72
-  Other services 105 123 105 111

199 195 199 183

NOTE 7:  DIVIDEND IMPUTATION

        Consolidated         Parent Entity

2005 2004 2005 2004
$’000 $’000 $’000 $’000

The balance of the franking account at year
end adjusted for franking credits arising from
payments of income tax payable, payment of
proposed dividends and franking credits that
may be prevented from distribution in
subsequent financial years - - - -
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NOTE 8: EARNINGS PER SHARE

             Consolidated

2005 2004

Basic earnings per share (cents per share) (0.29) (0.05)

Diluted earnings per share (cents per share) (0.29) (0.05)

(a) Net loss used in calculating basic and diluted EPS ($’000)

(b) Weighted average number of ordinary shares outstanding
during the year used in calculation of basic EPS (number)

(c) Number of options not included in the calculation of
Diluted EPS as the effect of these is non-dilutive at reporting
date. (number)

(d) Number of convertible debt securities not included in the
calculation of diluted EPS as the effect of these is non-dilutive
at reporting date (number)

606

206,307,885

3,152,500

215,348

858

166,047,383

7,350,000

890,419

NOTE 9: CASH FLOW INFORMATION

        Consolidated         Parent Entity

2005 2004 2005 2004
$’000 $’000 $’000 $’000

(a) Reconciliation of Cash Flow from

Operations with Operating Loss after

Income Tax

Operating Loss after Income Tax

Non-Cash flows in operating loss:

(606) (858) (569) (2,763)

Amortisation of intangibles 1,698 1,450 - -
Depreciation/amortisation of plant and

equipment 352 267 86 59
Bad and doubtful debts 22 203 - -
Loss on disposal of business - 523 - 1,683
Write down of non-current assets - 148 - -
Changes in assets and liabilities, net of the

effects of purchase and disposal of
subsidiaries.

Decrease/(Increase) in:
-  Trade Receivables (1,280) (597) - (98)
-  Other Receivables and Prepayments (177) (12) (572) 16
-  Inventories 32 (773) - -
Increase/(Decrease) in:
-  Employee entitlements 129 37 (51) (116)
-  Deferred Income 387 (193) - -
-  Trade Creditors and Accruals (228) 236 (137) 73

Cash provided by/(used in) operating activities 329 431 (1,243) (1,146)
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NOTE 9: CASH FLOW INFORMATION cont.

        Consolidated         Parent Entity

2005 2004 2005 2004
$’000 $’000 $’000 $’000

(b)  Acquisition of Businesses

In November 2002 the Company acquired
Turbo, paid by deferred settlements.
-  Outflow of cash from the acquisition of

the Turbo business - 445 - -

- 445 - -

In April 2000 the Company acquired Netcash
Systems, paid by deferred settlements.
- Outflow of cash from the acquisition of

the business assets of Netcash Systems
- 58 - -

- 58 - -

(c)  Disposal of Business

In November 2003, the Company disposed of
its ACT based sports and race betting
controlled entity, Sports Acumen Pty Ltd.
-  Disposal price
-  Commission on sale

-
-

1,950
(108)

-
-

1,950
(108)

Cash consideration - 1,842 - 1,842

Fair value of net assets at disposal date:
-  Cash
-  Receivables
-  Investment in controlled entity
-  Plant and equipment
-  Goodwill
-  Payables
-  Provisions for employee leave
entitlements

-
-
-
-
-
-
-

899
367

-
120

1,982
(944)
(59)

-
-
-
-
-
-
-

-
126

3,399
-
-
-
-

- 2,365 - 3,525
 Net loss on disposal - (523) - (1,683)

- 1,842 - 1,842

Inflow of cash from the disposal of Sports
Acumen Pty Ltd.
-  Cash consideration - 1,842 - 1,842
-  Disposal price received during the year
ended 30 June 2005 700 (700) - (700)
-  Cash balance disposed - (899) - -

700 243 - 1,142
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NOTE 10: CASH ASSETS

        Consolidated         Parent Entity

2005 2004 2005 2004
$’000 $’000 $’000 $’000

Cash at bank 1,146 1,855 14 971

Deposits at call 1,205 196 1,205 120

2,351 2,051 1,219 1,091

Reconciliation of Cash:

Cash at the end of the financial year as
shown in the statement of cash flows is
reconciled to items in the statement of
financial position as follows:

-  Cash at bank and on deposit 2,351 2,051 1,219 1,091

NOTE 11: RECEIVABLES

        Consolidated         Parent Entity

2005 2004 2005 2004
$’000 $’000 $’000 $’000

Current:
Trade debtors 4,593 3,118 - -
Provision for doubtful debts (250) (228) - -

4,343 2,890 - -

Non-trade debts receivable:
-  Due from other than related parties 181 295 43 -
-  Due from the sale of Sports Acumen - 700 - 700

181 995 43 700

Prepayments 109 14 - -

4,633 3,899 43 700

Non-Current:
Non-trade debts receivable from wholly

owned subsidiaries - - 32,740 31,509

Amounts receivable in foreign currencies – US $ 312 81 - -

NOTE 12: INVENTORIES

        Consolidated         Parent Entity

2005 2004 2005 2004
$’000 $’000 $’000 $’000

Computer parts – at cost 1,431 1,462 - -

NOTE 13: OTHER FINANCIAL ASSETS

        Consolidated         Parent Entity

2005 2004 2005 2004
$’000 $’000 $’000 $’000

Investments in controlled entities – at cost - - 2,796 2,796
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NOTE 14: CONTROLLED ENTITIES

Country of

Incorporation

Percentage of

Shares Held

2005 2004
% %

Parent Entity:

eBet Limited Australia - -

Subsidiaries of eBet Limited:
eBet Gaming Systems Pty Ltd Australia 100 100
Maxi Gaming Ltd
(formerly eBet Online Ltd)

Australia 100 100

eBet Systems Pty Ltd Australia 100 100
eBet Inc. USA 100 100
eBet Racing USA Inc. USA 100 100
Supa-Link Jackpot Pty Ltd Australia - 100
Supa-Link (ACT) Pty Ltd Australia - 100
eBet New Zealand Ltd New Zealand - 100
eBet Northern Territory Racing Pty Ltd Australia - 100

NOTE 15: PROPERTY, PLANT AND EQUIPMENT

        Consolidated Parent Entity

2005 2004 2005 2004
$’000 $’000 $’000 $’000

Plant and Equipment:

At cost 3,580 1,215 233 192
Accumulated depreciation (1,241) (983) (190) (176)

2,339 232 43 16

Leasehold Improvements:
At cost 191 164 171 143
Accumulated amortisation (185) (93) (165) (93)

6 71 6 50

Total Property, Plant and Equipment 2,345 303 49 66

Movement in the carrying amounts for each class of property, plant and equipment between
the beginning and the end of the current financial year.

Leasehold

Improvements

Plant and

Equipment Total
$’000 $’000 $’000

Consolidated Entity:
Balance at the beginning of the year 71 232 303
Additions 27 2,367 2,394
Depreciation/amortisation expense (92) (260) (352)

Carrying amount at the end of the
financial year 6 2,339 2,345

Parent Entity:

Balance at the beginning of the year 50 16 66
Additions 28 41 69
Depreciation/amortisation expense (72) (14) (86)

Carrying amount at the end of the
financial year 6 43 49
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NOTE 16: INTANGIBLE ASSETS

       Consolidated         Parent Entity

2005 2004 2005 2004
$’000 $’000 $’000 $’000

Goodwill – at cost 14,478 14,478 - -

Accumulated amortisation (8,487) (7,723) - -

5,991 6,755 - -

Intellectual property, software development
and intangibles - at cost 17,377 16,804 118 118

Accumulated amortisation (10,457) (9,525) (118) (118)

6,920 7,279 - -

12,911 14,034 - -

The following write-downs of intangible assets
occurred during the prior year:
Write-off of intellectual property, software
development and other intangible assets
as per Directors review - 148 - -

- 148 - -

NOTE 17: PAYABLES

       Consolidated         Parent Entity

2005 2004 2005 2004
$’000 $’000 $’000 $’000

Current:
Unsecured liabilities
 -  Trade creditors 1,480 1,978 445 525
 -  Other creditors and accruals 1,792 1,324 311 440
 -  Jackpot liabilities 597 - - -
 -  Deferred income 631 244 - -

4,500 3,546 756 965

Amounts payable in foreign currencies – US $ 556 75 - -

NOTE 18: INTEREST BEARING LIABILITIES

       Consolidated         Parent Entity

2005 2004 2005 2004
$’000 $’000 $’000 $’000

Current:
Unsecured
-  Convertible Notes – EBCI * 8 473 8 473
-  Convertible Notes – EBTG ** - 2,982 - 2,982
-  Loans payable to related parties - 18 - 18

8 3,473 8 3,473

Non-Current:
Unsecured
-  Convertible notes – EBTG ** 5,134 4,138 5,134 4,138

5,134 4,138 5,134 4,138

* EBCI Convertible Notes have an interest rate of 10%

** EBTG Convertible Notes have an interest rate of 10% for a term ending November 2006.

(The EBTG Convertible Notes classified as current in 2004 represented the portion of the Convertible Notes

that the Company expected to redeem in November 2004 based on notifications received from note

holders at the time of preparing the 2004 financial accounts.)
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NOTE 19: PROVISIONS

        Consolidated         Parent Entity

2005 2004 2005 2004
$’000 $’000 $’000 $’000

Current:

Provision for employee entitlements 436 307 67 48

436 307 67 48

Non-Current:
Provision for employee entitlements 59 58 - -

59 58 - -

Aggregate employee entitlements liability 495 365 67 48

Number of employees at year end 60 60 7 8

NOTE 20: CONTRIBUTED EQUITY

        Consolidated         Parent Entity

2005 2004 2005 2004
$’000 $’000 $’000 $’000

Issued capital:
217,007,611  fully paid ordinary shares
(2004 -188,707,611) 49,981 46,068 49,981 46,068

Movement in ordinary share capital:
Balance at the beginning of the financial

year
46,068 43,853 46,068 43,853

Shares issued during the year
28,300,000 on 16 November 2004 4,104 - 4,104 -

Costs associated with issue (191) - (191) -
24,616,022 shares on 1 June 2004 - 2,215 - 2,215

Balance at the end of the financial year 49,981 46,068 49,981 46,068

On 16 November 2004 the Company issued 28,300,000 shares at $0.145 to provide funds required
for the redemption of EBTG convertible notes. Costs associated with this issue were $191,255.

On 1 June 2004 the Company issued 24,616,022 shares at $0.09 each to provide funds for a Wide
Area Mystery Progressive linked jackpot system for a number of Native American Casino
Operators in California, USA.
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NOTE 21:  FINANCIAL INSTRUMENTS

(a) Interest Rate Risk

The consolidated entity’s exposure to interest rate risk, which is the risk that a financial instrument’s
value will fluctuate as a result of changes in market interest rates and the effective weighted
average interest rates on classes of financial assets and financial liabilities, is as follows:

Fixed Interest Rate Maturing

Weighted

Average
Effective

Interest Rate

Floating

Interest Rate

$’000

Within

One
Year

$’000

One to Five

Years

$’000

Non-Interest

Bearing

$’000

Total

$’000
2005 2004 2005 2004 2005 2004 2005 2004 2005 2004 2005 2004

Financial

Assets:

Cash *
Receivables

2.8%

0.0%

2.4%

1.1%

1,930 1,480

700

421

-

196

-

-

-

-

-

-

4,388

375

3,185

2,351

4,388

2,051

3,885

Total

Financial

Assets - - 1,930 2,180 421 196 - - 4,388 3,560 6,739 5,936

Financial

Liabilities:

Convertible

Notes

EBCI **
Convertible
Notes

EBTG **
Loans

payable to

related

parties

10%

10%

-

10%

10%

10%

-

-

-

-

-

-

8

-

-

473

2,982

18

-

5,134

-

-

4,138

-

-

-

-

-

-

-

8

5,134

-

473

7,120

18

Trade and

sundry
creditors - - - - - - - - 3,272 3,302 3,272 3,302

Jackpot

liabilities - - - - - - - - 597 - 597 -

Total

Financial

Liabilities - - 8 3,473 5,134 4,138 3,869 3,302 9,011 10,913

* There are no fixed-interest bearing deposits maturing beyond twelve months.

* EBCI convertible notes have an interest rate of 10%

** EBTG convertible notes have an interest rate of 10% for a term ending November 2006.

(The EBTG convertible notes classified as ‘within one year’ represent the portion of the convertible notes that

the Company expected to redeem in November 2004 based on notifications received from holders at the

date of last year’s report).  The balance, shown as ‘one to five years’, may not be redeemed until maturation

in November 2006.
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NOTE 21: FINANCIAL INSTRUMENTS cont.

(b) Credit Risk

The maximum exposure to credit risk, excluding the value of any collateral or other security, at

balance date to recognised financial assets is the carrying amount net of any provisions for
doubtful debts of those assets, as disclosed in the statement of financial position and notes to the
financial report.

The consolidated entity does not have any material credit risk exposure to any single debtor or
group of debtors under financial instruments entered into by the consolidated entity.

(c) Net Fair Values

The net fair values of trade debtors are determined by discounting the cash flows, at the market

interest rates of similar securities, to their present value.

The net fair values of other loans and amounts due are determined by discounting the cash

flows, at market interest rates of similar borrowings, to their present value.
For other assets and other liabilities the net fair value approximates their carrying value.
Financial assets where the carrying amount exceeds net fair values have not been written down
as the consolidated entity intends to hold these assets to maturity.

Carrying

Amount

Net Fair

Value

Carrying

Amount

Net Fair

Value

2005 2005 2004 2004
$’000 $’000 $’000 $’000

Aggregate net fair values and carrying
amounts of financial assets and financial
liabilities at balance date:

Financial Assets:
Receivables 4,388 4,388 3,885 3,885

4,388 4,388 3,885 3,885

Financial Liabilities:

Convertible notes 5,142 5,142 7,593 7,593
Trade and sundry creditors 3,272 3,272 3,302 3,302
Jackpot liabilities 597 597 - -
Loans payable - - 18 18

9,011 9,011 10,913 10,913

NOTE 22: CAPITAL AND LEASING COMMITMENTS

        Consolidated         Parent Entity

2005 2004 2005 2004
$’000 $’000 $’000 $’000

(a) Operating Lease Commitments

Non-cancellable operating leases contracted
for but not capitalised in the financial report

Payable:
• not later than 1 year
• later than 1  but not later than 5 years
• later than 5 years

262
275

-

319
228

-

120
79

-

236
109

-

537 547 199 345

(b) Capital Expenditure Commitments

There are no capital expenditure commitments
as at 30 June 2005 (2004 – nil)
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NOTE 23: CONTINGENT LIABILITIES

       Consolidated        Parent Entity

2005 2004 2005 2004
$’000 $’000 $’000 $’000

The consolidated entity has the following
contingent liability, not provided for in the
financial report:

-  Bank guarantee 81 71 81 71

-  Jackpot liabilities: eBet operates a linked gaming system and as part of the operations
and is liable for the payment of Maxi and Major jackpots won on the system. Maxi jackpots
range from US$1 million to US$1.5 million and are generally payable in equal instalments
over 20 years.  Major jackpots range from US$25,000 to US$50,000 and are payable
immediately. As operator, eBet receives jackpot contribution fees to fund these jackpots.
These contributions are recognised as jackpot liabilities and totalled $597k as at 30 June
2005. Over time, the contributions received will match the jackpots paid however, at any
given point, these contributions received may not be sufficient to meet jackpots payable.
Due to the nature of the linked system, any potential shortfall in contributions received
cannot be reliably estimated and it is noted that at disclosing date, no Maxi jackpot has
been won subsequent to year end.

 NOTE 24:  ECONOMIC DEPENDENCY

 The consolidated entity is not economically dependant upon any third parties.

 NOTE 25: STATEMENT OF OPERATIONS BY SEGMENTS

Gaming

Systems Online U.S Links     Consolidated

2005 2004 2005 2004 2005 2004 2005 2004
$’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000

(a) Primary Reporting –

Business Segments

Revenue 15,325 14,649 462 3,899 1,038 - 16,825 18,548

Segment Results
Net Profit/(Loss) 865 251 232 (1,109) (1,703) - (606) (858)

Total Segment Assets 19,426 19,450 139 2,299 3,970 - 23,535 21,749

Total Segment Liabilities 8,174 10,788 79 734 1,748 - 10,001 11,522

Other:
Acquisition of non-
current segment assets 787 1,298 - 15 2,180 - 2,967 1,313

Depreciation/amortisation of
segment assets 1,663 1,605 240 112 145 - 2,048 1,717

Write-off of goodwill,
intellectual property,
software development
other intangible assets - - - 148 - - - 148
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NOTE 25: STATEMENT OF OPERATIONS BY SEGMENTS cont.

Australia U S A     Consolidated

2005 2004 2005 2004 2005 2004
$’000 $’000 $’000 $’000 $’000 $’000

(b) Secondary Reporting –

Geographical Segments

External revenue 15,233 17,995 1,672 553 16,895 18,548

Segment Net Profit/(Loss) 2,369 (680) (1,763) (178) (606) (858)

Total Segment Assets 19,407 21,265 2,342 484 23,535 21,749

Segment Operation Accounting Policies

Segment revenues and expenses are those directly attributable to the segments and include any
joint revenue and expenses where a reasonable basis of allocation exists.

Segment assets include all assets used by a segment and consist principally of cash, receivable,
inventories, intangibles and property, plant and equipment, net of allowances and accumulated
depreciation and amortisation.  While most such assets can be directly attributed to individual
segments, the carrying amount of certain assets used jointly by two or more segments are
allocated to the segments on a reasonable basis.

Segment liabilities consist principally of accounts payable, employee entitlements, accrued
expenses, provisions and borrowings.

Segment assets and liabilities do not include deferred income taxes.

Inter-segment Transfers

Segment revenues, expenses and results include transfers between segments.  The prices
charged on inter-segment transactions are the same as those charged for similar goods to
parties outside of the consolidated entity at an arm’s length.  These transfers are eliminated on
consolidation.

Business Segments

The consolidated entity has the following three business segments:

The Gaming Systems Division develops and markets a range of networked solutions for
electronic gaming machines including player loyalty and tracking systems, card-based cashless
gaming solutions and machine management software.

The Online Division supports online gaming technologies and works only with government

sanctioned and licensed gaming operators located in regulated jurisdictions in New Zealand,
Australia and the U.S.

The U.S. Link Division markets and operates wide-area jackpot links through Native American
Casinos in the USA.

Geographical Segments

The parent entity is situated at the Company’s head office in Auburn NSW Australia. All corporate,
legal, finance, treasury, investor relations, accounting, finance and administration of the group is
carried out from the Company’s head office.
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NOTE 26: UNHEDGED FOREIGN CURRENCY MONETARY ITEMS

       Consolidated         Parent Entity

2005 2004 2005 2004
$’000 $’000 $’000 $’000

Current assets and non-current assets not
effectively hedged to a date at least 12
months after balance date:

USD – United States dollars
-  Current assets 47 208 - -
-  Non-current assets - 79 - -

47 287 - -

NOTE 27: SUPERANNUATION COMMITMENTS

The consolidated entity participates in various superannuation funds, which are externally
managed and cover all employees.  These funds provide accumulation benefits for members
based on contributions received and earnings to date.

The level of superannuation contributions is determined by the Superannuation Guarantee Levy.
The consolidated entity has no responsibility for the administration or performance of the funds.  If
requested by any employee, additional contributions can be made from amounts deducted
from that employee’s salary.

NOTE 28: EVENTS SUBSEQUENT TO REPORTING DATE

There are no events to report which would significantly affect the company as at the date this
report was prepared.
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NOTES TO THE FINANCIAL REPORT FOR THE YEAR ENDED 30 JUNE 2005

NOTE 29: RELATED PARTY TRANSACTIONS

        Consolidated         Parent Entity

2005 2004 2005 2004
$’000 $’000 $’000 $’000

(a) Wholly owned controlled group

-  eBet Limited provides management and
administration support to eBet Gaming Systems.

-  eBet Limited provides management and
administration support to Maxi Gaming (formerly
eBet Online)

-  eBet Limited provided management and

administration support to Sports Acumen

-  eBet Inc. provides operational support to Maxi
Gaming regarding the linked gaming system

- eBet Systems holds software and intellectual
property used by eBet Gaming Systems

-   eBet Systems holds software and intellectual

property used by Maxi Gaming

-   eBet Online charged interest to eBet Racing
USA on inter-company loans

-  eBet Online charged interest to eBet NZ on inter-
company loans

-  eBet Online charged interest to eBet Inc. on

inter-company loans

-  eBet Online managed, administered and
provided marketing expertise for eBet NZ

1,880

293

-

834

136

12

-

-

-

-

2,009

143

12

-

504

-

3

3

21

300

1,880

293

-

-

-

-

-

-

-

-

2,009

143

12

-

-

-

-

-

-

-

(b) Director related entities

-  eBet Limited sold it wholly-owned subsidiary,

Sports Acumen Pty. Ltd. at market valuation to Bet
Worldwide Pty. Ltd., in which Mr. Gary Gray is a
Director and shareholder

-  eBet Limited paid consulting fees to Sporting
Management Concepts Pty. Ltd. at normal
professional rates:  a company controlled by Mr.
Gary Gray*

-  eBet Limited paid commission on the sale of
Sports Acumen at normal professional rates to
Sporting Management Concepts Pty. Ltd., a
company that is controlled by Mr. Gary Gray*

-  eBet Limited has a loan payable to Mr. Keith

Cullen, with interest calculated at 10% on  the
outstanding balance

-

-

-

-

1,950

50

108

18

-

-

-

-

1,950

50

108

18

* Mr. Gary Gray was a non-executive Director of eBet Limited for the period of 5 years to October 2004.
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NOTE 30: DIRECTORS REMUNERATION

In accordance with the Corporations Act 2001, details of directors’ and executive officer’s
remuneration, shares, options and convertible notes are included in the Remuneration Note
within the Directors’ Report on Page 15.  These disclosures are in accordance with those required
by Accounting Standards and form part of these financial standards.

NOTE 31: DISCONTINUING OPERATIONS

       Consolidated

2005 2004
$’000 $’000

In November 2003 ACT-based sports and race betting controlled
entity, Sports Acumen Pty. Limited was sold.

The proceeds from the sale were received  as follows:
November 2003 - 750
May 2004 - 500
Outstanding as at 30 June 2004 - 700

Total proceeds - 1,950

The financial performance of the discontinuing business to the date
of sale, incorporated into the statement of financial performance
was as follows:

Revenue from ordinary activities - 358
Expenses from ordinary activities - (745)

Profit from ordinary activities before income tax - (387)
Income tax expense - -

Net profit attributable to members of the parent entity - (387)

The carrying amount of assets and liabilities of the discontinuing
business at the date of the sale were:

Total Assets - 3,516
Total Liabilities - (1,043)

Net Assets - 2,473

The net cash flows of the discontinuing business incorporated into the
statement of cash flows were as follows:

Net cash inflow (outflow) from ordinary activities - (115)
Net cash inflow (outflow) from investing activities - 219
Net cash inflow (outflow) from financing activities - 150

Net increase in cash generated by the discontinuing business - 254

Details of the sale of the business were  as follows:

Disposal price 1,950
Commission on sale - (108)

Cash consideration - 1,842

Fair value of net assets at disposal date:
Cash - 899
Receivables - 367
Investment in controlled entity - -
Plant and equipment - 120
Goodwill - 1,982
Payables - (944)
Provisions for employee leave entitlements - (59)

- 2,365

Net loss on disposal - (523)
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NOTE 32: IMPACTS OF ADOPTING AUSTRALIAN EQUIVALENTS TO INTERNATIONAL

FINANCIAL REPORTING STANDARDS (AEIFRS)

Australian equivalents to International Financial Reporting Standards (AEIFRS) will be adopted in
the financial report for the year ending 30 June 2006 and the comparative information presented
in that report for the year ending 30 June 2005. The majority of the AEIFRS adjustments will be
made retrospectively against retained earnings at 1 July 2004.

The consolidated entity’s management has assessed the significance of the expected changes
and is preparing for their implementation. An AEIFRS committee is overseeing and managing the
consolidated entity’s transition to AEIFRS. The impact of alternative treatments and elections
under AASB 1 “First Time Adoption of Australian International Financial Reporting Standards” has
been considered where applicable.

The directors are of the opinion that the key material differences in the consolidated entity’s
accounting policies on conversion to AEIFRS and the financial effect of these differences where
known.  Users of the financial statements should note, however, that the amounts disclosed could
change if there are any amendments by the standard-setters to the current AEIFRS or
interpretation of the AEIFRS requirements changes from the continuing work of the consolidated
entity’s AEIFRS committee.

Note

Consolidated

30 Jun 05

(a)  Reconciliation of equity as presented under AGAAP to

that under AEIFRS

Total equity under AGAAP 13,534
Adjustments to retained earnings (net of tax)
Write-back of goodwill amortisation (ii) 764

14,298
Adjustments to other reserves (net of tax)
Recognition of share based payments expenses (v) (58)

Total equity under IFRS 14,240

(b)  Reconciliation of net profit/(loss) under AGAAP to that

under AEIFRS

Net profit / (loss) as reported under AGAAP (606)
Adjustments to retained earnings (net of tax)
Write-back of goodwill (ii) 764
Share based payments expense (v) (58)

Net profit / (loss) under IFRS 100

Notes on the impacts of adopting the Australian Equivalents to International Financial Reporting
Standards (IFRS) are set out below.
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NOTE 32: IMPACTS OF ADOPTING AUSTRALIAN EQUIVALENTS TO INTERNATIONAL

FINANCIAL REPORTING STANDARDS (AEIFRS) cont.

(i) Intangible Assets

AASB 138 “Intangible Assets” generally requires de-recognition of all items that do not qualify as
identifiable intangible assets. The transition rules allow items that were purchased as part of a
business combination and do not qualify as an identifiable intangible to be transferred back to
the related goodwill balance.  The treatment of each specific intangible is set out below.

(ii) Goodwill

Under AASB3 “Business Combinations”, amortisation of goodwill will no longer be permitted. At

the date of adoption of AEIFRS goodwill will be allocated to cash generating units of the entity
and will be impairment tested on initial adoption of AEIFRS and annually thereafter.

Impairment testing as at 30 June 2005 confirmed no impairment of the $14,478K goodwill less
amortisation of $8,4878K as disclosed in the consolidated entity’s financial statements as at 30
June 2005. Impairment testing as 1 July 2004 also confirmed no impairment of the written-down
value of goodwill at that date.  $764K of goodwill amortised during the year ended 30 June 2005
will, therefore, be reversed resulting in an increase of $764K in retained earnings as at 30 June
2005 and an increase in profit amounting to $764K for the year ended 30 June 2005.

(iii) Research and Development

Research costs will continue to be expensed in the year they are incurred.

Qualifying expenditure in relation to development phase costs may continue to be capitalised

and impairment tested annually until the related asset is complete at which time they will be
amortised over the useful life of the related asset. The consolidated entity will continue to
amortise development costs on a straight-line basis over 10 years.

Impairment testing as at 30 June 2005 confirmed no impairment of the $8.88M capitalised

development costs less amortisation of $4.20M as disclosed in the consolidated entity’s financial
statements as at 30 June 2005. On transition, the financial effect of this impact is assessed as nil.

(iv) Licences, Patents, Trademarks and Other

All licences, patents and trademarks will be assessed as having either a finite or indefinite useful
life. All items that have been classified as being indefinite lived assets will be impairment tested
annually in accordance with the standards. All items classified as finite lived assets will be
amortised over the useful life of the asset.

Regardless of the useful life classification the directors must assess at the end of each reporting

period the classification, subsequent method employed and rates used to ensure
appropriateness.

Impairment testing as at 30 June 2005 confirmed no impairment of the $8.437M capitalised

licences, patents, trademarks and other intangibles less amortisation of $6.196M as disclosed in
the consolidated entity’s financial statements at 30 June 2005.  Impairment testing as 1 July 2004
also confirmed no impairment of the written-down value of capitalised licences, patents, trade-
marks and other intangibles at that date.

The consolidated entity has assessed the finite lives of all licences, patents and trademarks to be
10 years and will continue to amortise these assets on a straight-line basis over 10 years.

On transition, the financial effect of this impact is assessed as nil.
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NOTE 32:  IMPACTS OF ADOPTING AUSTRALIAN EQUIVALENTS TO INTERNATIONAL

FINANCIAL REPORTING STANDARDS (AEIFRS) cont.

(v) Share Based Payments

The consolidated entity currently engages in the practice of allocating to its directors and

employees shares and share options as part of their remuneration packages. AASB 2 “Share
Based Payments” require that these payments and also payments made to other counterparties
in return for goods and services shall be measured at the more readily determinable fair value of
the good/service or the fair values of the equity instrument. This amount will be expensed in the
statement of financial performance. Where the grant date and the vesting date are different the
total expenditure calculated will be allocated between the two dates taking into account the
terms and conditions attached to the instruments and the counterparties as well as
management’s assumptions about probabilities of payments and compliance with and
attainment of the set out terms and conditions.

1,550,000 options with an exercise price of 24 cents and 500,000 options with an exercise price of
11 cents to acquire ordinary shares in the entity were issues to directors during the year ended
30 June 2005. The fair value of these options has been independently assessed to be $57,794. An
expense of $57,794 will, therefore, be recognised resulting in a decrease of $57,794 in retained
earnings as at 30 June 2005 and a decrease in profit amounting to $57,794 for the year ended 30
June 2005.

(vi) Income Tax

AASB 112 “Income Tax” requires all income tax balances to be calculated using the

comprehensive balance sheet liability method. Deferred tax items will be calculated by
comparing the difference in carrying amounts to tax bases for all assets and liabilities and
multiplying this by the tax rates expected to apply to the period when the asset is realised or the
liability settled. Recognition of the resulting amounts are subject to some exceptions, but
generally deferred tax balances must be calculated for each item in the statement of financial
position.

Deferred tax assets will only be recognised where there exists the probability that future taxable

profit will be available to recognise the asset.

On transition, the financial effect of this impact is assessed as nil.

(vii) Inventories

Inventories will continue to be measured at the lower of cost and net realisable value under the

new AASB 102. All items of inventory are subject to an impairment test. In the event that the
circumstances that lead to an impairment write-down no longer exist or are favourable a reversal
of the write-down through the statement of financial performance is required to be effected. On
transition, the financial effect of this impact is assessed as nil.

(viii) Property, Plant & Equipment

AASB 116 "Property Plant & Equipment" will allow the carrying amounts of property plant and

equipment to include the costs of dismantling and removing items of property, plant and
equipment at the conclusion of a lease term or similar arrangement. This amount will adjust the
current carrying amount of certain items of property plant and equipment on initial adoption of
AEIFRS and will be depreciated over the remaining useful life of that related asset.

Any consideration which is deferred is recognised as the net present value of that amount using
an appropriate discount rate.
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NOTE 32: IMPACTS OF ADOPTING AUSTRALIAN EQUIVALENTS TO INTERNATIONAL

FINANCIAL REPORTING STANDARDS (AEIFRS) cont.

(viii) Property, Plant & Equipment cont.

Property, plant and equipment is subject to an impairment test when there is an indication that

impairment exists by reference to internal and external market factors. Any item of property,
plant & equipment which is impaired must be written down to its recoverable amount. The
amount of the impairment write down for assets carried at cost will be expensed through the
statement of financial performance.

Items of property, plant and equipment measured at fair value will still be carried as such,

however the offsets of balances in the Asset Revaluation Reserve under the new standards will be
determined on an “asset by asset” basis rather than the current “class by class” treatment. This
means that a change to profit or loss will occur where an impairment write-down is necessary
and there is no existing balance for that asset in the asset revaluation reserve.

On transition, the financial effect of this impact is assessed as nil.

(ix) Foreign Currency Transactions

AASB 112 “The Effect of Changes in Foreign Currency” removes the distinction between self-

sustaining and integrated foreign operations and will require all entities to account for foreign
operations as per a prescribed method.  Where the presentation currency of the foreign entity is
not in Australian dollars, this will result in a Foreign Currency Translation Reserve being created in
equity and represents the cumulative differences of translating the financial statements of all
foreign subsidiaries into the presentation currency of the entity. On disposal of foreign operations
the amount in the reserve in relation to the disposed of operation is transferred to the profit and
loss account and recognised as income in the period of disposal.

On transition, the financial effect of this impact is assessed as nil.
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DIRECTORS’ DECLARATION

In the opinion of the Directors of eBet Limited:

(a) the accompanying financial statements and notes are in accordance with the Corporation
Act 2001, comply with the accounting standards and give a true and fair view of the
consolidated entity’s financial position as at 30 June 2005 and of their performance for the
year ended on that date.

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

(c) the directors have been given the declarations by the chief executive officer and chief
financial officer required by section 295A.

Signed in accordance with a resolution of the Directors.

Michael B. Hale Anthony P. Toohey 
Chairman CEO and Managing Director

Dated this 28th day of September, 2005 in Sydney.
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INDEPENDENT AUDIT REPORT TO THE MEMBERS OF
EBET LIMITED

Scope

The financial report and directors’ responsibility

The financial report comprises the statement of financial position, statement of financial
performance, statement of cash flows, accompanying notes to the financial statements, and the
directors’ declaration for eBet Limited and the consolidated entity, for the financial year ended
30 June 2005.  The consolidated entity comprises both the company and the entities it controlled
during the year.

The directors of the company are responsible for the preparation and true and fair presentation
of the financial report in accordance with the Corporations Act 2001. This includes responsibility
for the maintenance of adequate accounting records and internal controls that are designed to
prevent and detect fraud and error, and for the accounting policies and accounting estimates
inherent in the financial report.

Disclosure of information about Director and Executive remuneration

In accordance with the Corporations Regulations 2001, the company has disclosed information
about the remuneration of directors and executives (“remuneration disclosures”), as required by
Accounting Standard AASB 1046 Director and Executive Disclosures by Disclosing Entities, under the
heading “remuneration report” in the Director’s Report. The directors of the company are
responsible for the information contained in the remuneration disclosures.

Audit approach

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

We performed procedures to assess whether in all material respects the financial report presents
fairly, in accordance with the Corporations Act 2001, including compliance with Accounting
Standards and other mandatory financial reporting requirements in Australia, a view which is
consistent with our understanding of the company’s financial position, and of its performance as
represented by the results of its operations and cash flows.
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We formed our audit opinion on the basis of these procedures, which included:

• examining, on a test basis, information to provide evidence supporting the amounts and
disclosures in the financial report, and

• assessing the appropriateness of the accounting policies and disclosures used and the
reasonableness of significant accounting estimates made by the directors.

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

Independence

In conducting our audit, we followed independence requirements of applicable Australian
professional ethical pronouncements and the Corporations Act 2001.

Audit opinion

1. In our opinion, the financial report of eBet Limited is in accordance with:1.

(a) the Corporations Act 2001, including:

( i) giving a true and fair view of the company and consolidated entity’s financial
position as at 30 June 2005 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 professional reporting requirements.

2. The remuneration disclosures required by Accounting Standard AASB 1046, which are contained
in  the Remuneration Report of the Director’s Report, comply with that standard and the
Corporations Regulations 2001.

PKF

Chartered Accountants

Grant F. Saxon

Partner

Sydney, Dated this 28th day of September 2005.
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ADDITIONAL INFORMATION FOR LISTED COMPANIES FOR THE YEAR ENDED 30 JUNE 2005

1. SHAREHOLDING

The shareholder information set out below was applicable as at 15 September 2005

(a) Distribution of shareholders Number

Category (size of holding) Ordinary

1 – 1,000 730
1,001 – 5,000 2,315
5,001 – 10,000 1,006
10,001 – 100,000 1,265
100,001 – and over 219

5,535

(b) There are 5,305 holders of fully paid ordinary shares.  The company has no other class of
share issued.

(c) The number of shareholdings held in less than marketable parcels is 2,878.

(d) The names of the substantial shareholders of the company are:

Shareholder

Number of
Ordinary

Shares

ANZ Nominees Limited 24,485,052
JP Morgan Nominees Australia Limited 14,224,011
National Nominees Limited 13,423,042

(e) Voting Rights: All shares rank equally.

(f) 20 Largest Shareholders – Ordinary Capital

Shareholder Name

Number of
ordinary fully
paid shares

held

% held of
issued

ordinary
capital

1 ANZ Nominees Limited 26,485,052 12.20
2 JP Morgan Nominees Australia Ltd 14,224,011 6.55
3 National Nominees Limited 13,423,042 6.19
4 Intercapital Private Group Ltd 5,877,340 2.71
5 Merrill Lynch (Australia) Nominees P/L 2,714,598 1.25
6 Koller Services P/Ld 2,600,000 1.20
7 IWN Limited 2,518,260 1.16
8 Mr. Chris Carr & Mrs. Betsy Carr 2,500,000 1.15
9 Perpetual Trustee Company Ltd 2,430,819 1.12
10 MHGD P/L 2,423,356 1.12
11 Mr. Azmi Wan Hamzah 2,100,000 0.97
12 Maskal P/l 2,000,000 0.92
13 Bell Potter Nominees 1,622,063 0.75
14 INVIA Custodian P/l 1,557,721 0.72
15 Mr. Keith Cullen 1,480,000 0.68
16 Netcash Systems Ltd 1,423,719 0.66
17 Oceanic & Eastern Ltd 1,333,333 0.61
18 INVIA Custodian P/l 1,314,640 0.61
19 Foyco Ltd 1,296,500 0.60
20 Mr. David James & Mrs. Valerie James 1,230,000 0.57

TOTAL 90,554,454 41.74
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ADDITIONAL INFORMATION FOR LISTED COMPANIES FOR THE YEAR ENDED 30 JUNE 2005

2. COMPANY SECRETARY

The name of the Company Secretary is Mr. Edmund Sciortino.

3. EMPLOYEES

The number of employees as at 30 June 2005 was 60.

4. PRINCIPAL REGISTERED OFFICE

The address of the principal registered office in Australia is
Suite D, 255 Rawson Street, Auburn, NSW, telephone   + 61 2  8748 8000.

5. REGISTERED SECURITIES OFFICES

Registered securities offices are held with ComputerShare Investor Services Pty. Ltd. at the
following addresses:

New South Wales - Level 3, 60 Carrington Street, Sydney

Victoria - Level 12, 565 Bourke Street, Melbourne

Queensland - Level 27, 345 Queen Street, Brisbane

Western Australia - Level 2, 45 St Georges Terrace, Perth

6. STOCK EXCHANGE LISTING

The shares of eBet Limited are listed on all Member Exchanges of the Australian Stock
Exchange under the trade symbol EBT.

7. ON-MARKET BUY-BACK

There is no current on-market buy-back.

8. USE OF CASH SINCE LISTING

The use of cash and assets has primarily been used to fund development and expansion
of the eBet Group business and to retire debt.   Funds have been used for acquisitions, for
working capital of the eBet Gaming Systems and eBet Online divisions, and for research
and development purposes.
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