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ASX Appendix 4D

Half Year Report
Name of Entity Toll Holdings Limited
ABN 25006 592 089
Reporting Period Half Year ended 31 December 2005

Previous Corresponding Period ~ Half Year ended 31 December 2004

Results for Announcement to the Market

Revenues from ordinary activities up 9.1% to $2.1 billion

Profit / (loss) from ordinary activities
after tax attributable to members up 10.1%¥% to $115.3 million

Net profit / (loss) for the period
attributable to members up 10.1*% to $115.3 million

* On a AIFRS basis after adjusting prior period results for the impact of the Reset Preference Share dividend being treated
as interest expense and excluding AIFRS non-recurring items.

Dividends (cents per share)

Amount Franked

Amount
Interim 2006 dividend 14.0 14.0
Interim 2005 dividend 11.0 11.0

Record date for determining entitlements to the dividend 3™ March 2006.
Date dividend is payable 24™ March 2006.
Net tangible asset backing per ordinary share $2.87 (2004 $2.68*).

* Includes comparative AIFRS adjustments on a like for like basis for Reset Preference Shares reallocation from equity to
debt and software assets reallocation from tangible assets to intangible assets.

The Company has a Dividend Reinvestment Plan. Shares are issued at a discount of 2.5% to the weighted average market
price for the five business days, up to and including the books close date. The last date for receipt of election notices for
the Plan is 3" March 2006.



Details of Investments in Associates

Name

PrixCar Services Pty Ltd

Minto Properties Pty Ltd
SeaHighway Pty Ltd

Pacific National Pty Ltd

Albany Bulk Handling Pty Ltd
Fremantle Link Services Pty Ltd
Tenix Toll Defence Logistics Pty Ltd
Zari Haulage Sdn Bhd

W.A. Grain Stevedores

Toll Owens Ltd

Metrobox Auckland Ltd

Activity

Pre-dealer motor vehicle
preparation

Property Owner

Property Owner

Rail Operator

Bulk Handling

Land Bridging activities
Logistics provider to Defence Dept
Malaysian Logistics provider
Stevedoring activities
Stevedoring activities

Container Service and Repair

Ownership interest

2005
%

33

50

50

50

50

50

50

45

50

50

50

This information should be read in conjunction with the most recent annual financial report.

Consolidated
2004
%

33

50

50

50

50

50

50

45

50
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TOLL HOLDINGS LIMITED AND ITS CONTROLLED ENTITIES
Interim Financial Report for the Half Year Ended 31 December 2005
DIRECTORS’ REPORT

The directors present their report together with the consolidated financial report of Toll Holdings Limited (‘the Company”) and its
controlled entities (“the Group”), for the half year ended 31 December 2005 and the auditors’ report thereon.

Directors

The following persons held office as directors of the Company during or since the end of the half-year:

Mr John Moule AM (Chairman) Director since 1995
Mr Paul Little (Managing Director) Director since 1986
Mr Mark Rowsthorn Director since 1988
Mr Neil Chatfield Director since 1998
Mr Alastair Lucas Director since 2003
Mr Ray Horsburgh Director since 2004
Principal Activities

The principal activities of the Group during the period consisted of:

Less than full load express and economy freight forwarding service using all modes of transport;
Full load road and rail freight forwarding service including transcontinental rail linehaul operation;
Temperature controlled transport service for full load and less than full load clients;
Warehousing and distribution of bulk dry and refrigerated goods;

Wharf cartage, container handling and storage;

Contract distribution services;

Time sensitive parcel freight distribution services;

Specialised international forwarding services;

Ports management and stevedoring services;

Removals and relocation brokerage service;

Vehicle transport and distribution;

Bulk liquid transportation;

Shipping linehaul operations for freight and passengers; and

Rail passenger operations.

Review of Operations

The Group recorded an after tax profit of $115.3 million for the six months to December 2005.

During the period total operating revenue, excluding the equity share of Pacific National, grew 9.1% to $2.1 billion. Revenue growth
continued to be very strong with the benefit of new contracts and increased range of services to existing customers, providing sound
platforms for revenue and earnings momentum. Solid growth in resources, retail and grocery sectors were highlights.

EBIT, excluding the equity share of Pacific National, was $157.4m, an increase of 23.2% over the previous corresponding period. The
result was largely driven by continued improvement in earnings from Toll Networks and Toll North both reflecting solid customer trading
as well as the benefits of previous investment in new facilities, fleet and technology.

Toll New Zealand also maintained its earnings growth as the results of efficiency gains and new capital expenditure flowed into
earnings.

EBIT margins for the group were also stronger, increasing from 6.63% to 7.49% for the six months. The margin for Toll New Zealand
improved significantly as a consequence of greater cost efficiencies.

Pacific National contributed an after tax equity contribution of $17.2 million for the six months on Toll's equity share of revenues of
$361.4m.

In relation to the current bid for Patrick Corporation Limited (“Patrick”), costs incurred to date of $8.8m have been accounted for as part
of the investment in Patrick whilst the special dividend received from Patrick of $7.1m has been offset against the investment. In
accordance with accounting standards, the net unrealised gain in this investment of $34.4m after tax at December 2005 has been
adjusted to equity reserves.
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DIRECTORS’ REPORT

A summary of the composition of earnings for December 2005 is as follows:

Dec 05
Pacific National
A$m Base Operations Toll NZ Sub-Total (50% share) Group Total
Revenue 1,779.2 320.6 2,099.8 361.4 2,461.2
EBIT 125.9 315 157.4 34.4 191.8
Net Interest - RPS 7.8 - 7.8 - 7.8
Net Interest - Other 7.0 94 16.4 115 27.9
Tax 31.6 - 31.6 5.7 37.3
Minority Interest - 35 3.5 - 35
NPAT 79.5 18.6 98.1 17.2 115.3
Dec 04*
Pacific National

A$m Base Operations Toll NZ Sub-Total (50% share) Group Total
Revenue 1,620.2 304.7 1,924.9 341.5 2,266.4
EBIT 106.0 214 127.4 49.0 176.4
Net Interest - RPS 7.8 - 7.8 - 7.8
Net Interest - Other 55 8.9 14.4 9.9 243
Tax 26.3 - 26.3 1.1 374
Minority Interest 0.3 1.9 2.2 - 2.2
NPAT 66.1 10.6 76.7 28.0 104.7
AIFRS non-recurring 35 4.2 7.7 3.7 114
AIFRS Adj'd NPAT 62.6 6.4 69.0 24.3 93.3

* For the purposes of comparison, 2004 results have been amended to reflect the implementation of AIFRS and the treatment of
dividends paid and amortisation of establishment costs on Reset Preference Shares as interest expense. Non-recurring AIFRS items
have been excluded.

Due to New Zealand trading patterns, as was the case last year, results are more skewed to the second half of the year.

Cashflows from operations grew 20% from $149.9m to $179.1m over the six months, with net debt (including Reset Preference Shares)
to net debt plus equity remaining a very conservative 36%.

Net debt, excluding Reset Preference Shares, was $396m at December 2005, compared to $351m at the prior year. Apart from the
investment in Patrick, the Group has continued to invest heavily in new capital expenditure to develop operations and support growth
initiatives.

Interest cover (excluding Reset Preference Share dividends) remained at a very strong 9.6 times.

Earnings per share (fully diluted) was 34.6 cents for the six months, compared to 29.5 cents in the previous period on an AIFRS basis,
excluding non-recurring AIFRS items, an increase of 17.3%. Directors have declared a fully franked ordinary interim dividend of 14
cents per share, which is a record for the Company and an increase of 27% over last year.

Patrick Bid

Toll's bid for Patrick was launched on 22 August 2005. At the time, the Group viewed the merger of the two businesses as a unique
opportunity to create a transport and logistics organisation of global significance with a capability to support customers across the

breadth of their international supply chains.

On 18 January 2006, the ACCC decided to oppose the bid on the contention that it would result in a lessening of competition
notwithstanding the undertakings made by the Company to address potential competition concerns.

Toll considers that the ACCC process and decision is fundamentally flawed, lacks transparency and should be subject to formal
examination by the court.
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Following the decision by the Company to withdraw from the ACCC informal process, the ACCC has initiated court proceedings to stop
the takeover.

The strategy to provide customers with a highly integrated service offering for import/export activities has been strongly endorsed in the
market place and Toll intends to aggressively pursue its strategy of participating in the Australian container stevedoring market.

Toll believes that the takeover at the right price remains a strategically compelling and significantly value enhancing transaction for both
Toll and Patrick shareholders.

Accordingly the Company has extended its bid for Patrick until 13th March 2006 and is now conditional on the outcome of the ACCC
litigation. Subsequent to 31 December 2005, the following proceedings have been initiated:

e On 16 January 2006, Patrick commenced legal proceedings in the Victorian Supreme Court on behalf of Pacific National, in
relation to the Pacific National Queensland intermodal freight contract with the Group. The proceedings allege deceptive and
misleading conduct by Toll Holdings, Toll Rail and Toll North under s.52 of the Trade Practices Act and various breaches of
Directors duties by Mr Paul Little and Mr Mark Rowsthorn. All of Patrick's allegations are emphatically denied. The action
seeks damages and compensation payable to Pacific National. Toll intend to oppose Patrick’s application to seek leave to
bring this action. If the Court ultimately grants Patrick leave to bring the proceedings in the name of Pacific National and such
proceedings are actually instituted and pursued, then they will be vigorously defended.

e On 15 February 2006, Toll commenced oppression proceedings against Patrick in the Supreme Court of Victoria seeking to
remove Mr Corrigan and Mr Davies as directors of Pacific National and an injunction restraining Patrick from applying to wind
up the joint venture. Later on the same day, Patrick applied in the Victorian Supreme Court, to wind up the Pacific National
joint venture on just and equitable grounds.

Whilst we currently have a challenging environment within the Pacific National joint venture, Toll believes the business is fundamentally
an excellent one with a solid management group and workforce and that rail has a sound future if all stakeholders, like Toll, are
prepared to invest in improving the business’s capabilities and capacity.

Our joint venture partner, Patrick, has chosen to use the potential value destruction of Pacific National as a key platform in its takeover
defence, and is presently pursuing a break-up of Pacific National in the courts.

Toll does not agree with the proposed break-up of Pacific National and would urge Patrick to consider disposing of its 50% interest to a
party prepared to take the business forward and cooperatively work through any commercial issues.

Current Industry Dynamics

Supply chain re-engineering currently has a very high priority for our customer base, in particular direct offshore sourcing is becoming
commonplace with major retailers and users of imported products setting direct importing high on the agenda.

As a result of these initiatives, customers are seeking deeper integration and a generally improved interface with transport providers.
Consequently, transport and logistics providers must be capable of providing a broad range of integrated capabilities across the supply
chain, including establishing a supporting footprint in major offshore Asian markets.

The changes occurring in supply chains of our major customers are being reflected on the global stage. This is leading to an
unprecedented round of consolidation of transport and logistics groups, as providers strive to develop scale, reach and operational and
technology capability.

The Company has, over 20 years, developed an outstanding reputation as an innovative and highly operationally skilled organisation.
Employing the industry’s best operators and investing heavily in infrastructure and technology, Toll is supplier of first choice amongst
many of Australia’s major companies.

Of immediate interest for Toll is the growing emphasis on the Asian region as the centre of international trade, and the direct impact on
our domestic and multi-national customer base.

These industry dynamics are consistent with the Company’s long held strategic interest to extend its reach and develop the pre-eminent
logistics footprint within the Asian sector.

The Company is currently considering a number of opportunities to develop its broader Asian network by acquisition and alliances.
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Divisional Performance

All consolidated divisions showed improved revenue and earnings growth over the six months.

Networks

All Networks businesses performed well, benefiting from sound cost control programs and solid revenue growth.

Revenue for the division increased 11% to $774m for the period, whilst EBIT grew 28.8% to $60.9m. Results reflected excellent margin
expansion of 16% over the previous corresponding period.

Strong results were reported by Toll Express and Toll IPEC as organic revenue growth together with the benefits of improved capacity
and efficiency drove earnings.

Toll Priority and Toll Fast also performed strongly, with the benefits of restructuring and investment in new technology together with solid
revenue growth, driving performance.

Toll North

The Toll North division produced an excellent result for the six months with generally buoyant conditions particularly in the resources
sector.

The division posted an EBIT of $23.9m, a 30% increase over the prior period, with revenue growing 17% to $384m.

NQX again performed well, with a combination of strong revenue growth and greater cost efficiencies achieved through new terminal
facilities and ongoing technology initiatives.

Pleasingly QRX, the Group’s Queensland rail forwarder, showed signs of improvement in service levels from Pacific National which

enabled greater efficiency with QRX generating a small profit for the period. The operation is marketing for new volumes in order to
improve the scale and increase margins. Itis also expected that cost benefits from a number of new terminals will be delivered over
time.

The Toll Resources operations, particularly in Queensland and Western Australia, grew strongly during the six months and are well
positioned to participate in a number of new projects expected over the next twelve months. During the period the Company acquired
Korn Bulk Haulage, a company operating largely in the Queensland coal fields. Due to unseasonally high rainfall up to December, Korn
generated a small loss on revenue of approximately $7 million, however, its integration will greatly enhance the Group’s service
capability for major customers.

Toll International’s freight forwarding and project logistics operations grew very strongly over the period. In response to a number of
customers seeking support for direct importing and other off-shore activities, Toll International is investing heavily in systems capability.

Logistics

The Logistics division performed solidly during the six months with revenue of $621m compared to $594m previously, and an EBIT of
$41.2m.

The major industry sectors of automotive, food, beverage and retail continued to provide solid growth. The Group is experiencing a
range of new growth opportunities in New Zealand with warehousing and distribution for the retail sector.

The Ports Logistics division performed in line with expectations following a redundancy program implemented during the six months at
Port Kembla. As a result of the formation, in December 2004, of the Toll Owens joint venture with Port of Tauranga, revenue and
earnings from the Group’s New Zealand port operations are now equity accounted.

Toll Transitions performed ahead of plan on an increased revenue base. The roll-over of the major defence relocations contract towards
the end of the 2005 financial year has been successfully implemented.

Toll in2store, the specialist warehousing and logistics operation, continued to expand significantly during the past six months, with the
new integrated facility in Melbourne being fully commissioned and new contracts in both Brisbane and Sydney. These new facilities,
combined with high levels of technology, are being keenly sought by customers. Several new contracts were entered into over the last
twelve months and results include set-up and transition costs written off.
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Toll Personnel performed well during the six months providing labour to a range of Toll sites across the country. This business now
manages in excess of 1,500 personnel for Toll operations and is servicing labour requirements with an improved training regime and
assists in overcoming periods of labour shortage.

The TenixToll joint venture, which is managing the Defence Integrated Distribution System contract (DIDS), is continuing to drive
improvements in relation to maintenance and warehousing as well as integrating the distribution of supplies to defence sites.

Toll New Zealand

Toll New Zealand continued to show steady improvement during the six months to December 2005 posting an EBIT of $31.5m on
revenues of $321m.

The EBIT increase of 50.8%, included a one-off gain of $2.9m in respect of the sale of refrigerated transport operations in December.

Overall revenue grew 5% for the six months, a positive result against the background of a slowing New Zealand economy during the last
three months.

The underlying EBIT margin growth of 30% reflects ongoing improvements in cost structure and improved efficiencies across the
business.

Improvement in the Toll Rail operations continued its momentum, particularly in relation to transport of bulk product, however,
locomotive and rolling stock capacity fell short of requirements in the last quarter. Development of the fleet upgrade program is well
progressed.

The new Interislander ferry Kaitaki was successfully introduced into the Cook Strait trade during the six months, with strong forward
passenger booking levels.

Vessel operations and schedules continue to be maintained while ongoing details of long term operating conditions through the
Marlborough Sounds are being resolved. It is expected that the Toll New Zealand fleet will not be adversely impacted by any
environmental rulings.

Asia

The Group expanded its Asian operations with new contracts in Vietnam, Malaysia and Hong Kong, servicing both Australian customers’
offshore operations as well as importing requirements.

Toll International is also heavily focussed on Asian based forwarding and customer supply chain integration.

In Thailand, additional infrastructure is being established to support new growth opportunities in-country and in relation to international
trade emanating from Thailand.

The Group has developed a number of alliances, including China based, in the Asian region and is actively pursuing suitable acquisition
opportunities as part of the long term strategy to service and integrate customer supply chains in the region.

Pacific National
The 50% owned rail venture, Pacific National, had a disappointing six months contributing an after tax equity contribution of $17.2m.
Revenue for the six months was $361m on a 50% basis, and reflected an increase of 6% over the prior period.

As previously advised to the market, results for the six months were impacted by industrial action, a major derailment in the Intermodal
division and customer issues associated with export grain shipping schedules.

In line with Pacific National management forecasts, Toll expects that results for the second half of the financial year will benefit from
improved coal and intermodal earnings as well as a major contribution from increased grain freight.

In December 2005, the Pacific National Board approved a detailed term sheet for a new SteelLink contract estimated to be valued in
excess of $1 billion for a further seven years to December 2014. This proposed new contract demonstrates the operational skills within
Pacific National and its ability to meet the needs of customers in a dynamic market place.
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CONDENSED INCOME STATEMENT

Revenue
Other income

Direct transport costs

Wages and salaries

Property costs

Depreciation and amortisation
Other operating costs

Finance income
Finance expenses

Share of net profits of associates accounted for using

the equity method

Profit before tax for the period
Income tax expense
Profit after tax for the period
Attributable to:

Equity holders of the parent

Minority interest

Profit after tax for the period

Basic earnings per share - ordinary shares

Diluted earnings per share - ordinary shares

The income statement is to be read in conjunction with the notes to the interim financial statements set out on pages 12 to 29.

Note

Consolidated

Dec 2005 Dec 2004
$000 $000
2,102,139 1,924,959
2,920 -
(1,049,708) (989,996)
(624,057) (556,065)
(78,482) (72,067)
(64,170) (60,697)
(132,623) (124,084)
2,637 2,522
(26,808) (16,532)
18,592 25,702
150,440 133,742
(31,635) (30,855)
118,805 102,887
115,318 101,514
3,487 1,373
118,805 102,887
34.8¢ 29.1¢
34.6¢ 28.5¢
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CONDENSED STATEMENT OF RECOGNISED INCOME AND EXPENSES

Note

Retained earnings
Recognised directly in retained earnings:
Share of associates’ actuarial gains/(losses) in defined benefit plans

Foreign currency translation reserve
Foreign exchange translation differences
Net gain/(loss) on hedge of net investment in foreign subsidiary

Hedging reserve
Effective portion of changes in fair value of cash flow hedges
Share of associates’ effective portion of changes in fair value of cash flow hedges

Asset revaluation reserve
Revaluation of investment

Net income recognised directly in equity

Profit after tax for the period

Total recognised income and expense for the period

Effect of change in accounting policy
Effect of adoption of AASB 132 and AASB 139 on 1 July 2005 (with 2004 not restated)
Net decrease in retained earnings
Accrued interest on Reset Preference Shares 10
Effective interest on Reset Preference Shares establishment costs 10
Net decrease in retained earnings

Revaluation of investment 10

Attributable to:
Equity holders of the parent
Minority interest

Total recognised income and expense for the period

Other movements in equity arising from transactions with owners as owners are set out in note 4.

Consolidated

Dec 2005 Dec 2004
$000 $000
3,443
4,631 8,769

(1,878) (5,108)
(1,531) -
(261) -
37,514 -
41,918 3,661
118,805 102,887
160,723 106,548
(2,103) -
(1,596) -
(3,699) -
(3,097) -
153,927 106,548
157,351 105,175
3,372 1,373
160,723 106,548
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CONDENSED BALANCE SHEET

Current Assets

Cash and cash equivalents
Trade and other receivables
Inventories

Assets classified as held for sale
Other

Total Current Assets

Non-Current Assets

Trade and other receivables

Investments accounted for using the equity method
Other financial assets

Property, plant and equipment

Intangible assets

Deferred tax assets

Other

Total Non-Current Assets
TOTAL ASSETS

Current Liabilities

Trade and other payables

Interest bearing loans and borrowings
Income tax payable

Provisions

Other

Total Current Liabilities

Non-Current Liabilities

Interest bearing loans and borrowings
Reset Preference Shares

Deferred tax liabilities

Provisions

Other

Total Non-Current Liabilities
TOTAL LIABILITIES
NET ASSETS

Equity
Contributed equity
Treasury shares
Reserves
Retained profits

Total equity attributable to equity holders of the parent
Minority interests

TOTAL EQUITY

Consolidated

Note Dec 2005 June 2005
$000 $000
136,693 151,476
500,856 420,283
14,269 17,369
14,482 24,533
52,322 25,110
718,622 638,771
53,311 46,118
463,401 432,975
221,453 158,410
1,030,587 946,186
194,603 192,707
18,929 18,677
9,587 5,196
1,991,871 1,800,269
2,710,493 2,439,040
442 244 362,763
245235 215,981
41,065 39,332
174,369 182,674
6,509 5,592
909,422 806,342
287,021 246,326
251,981 -
27,149 26,902
75,553 75,615
14,653 16,970
656,357 365,813
1,565,779 1,172,155
1,144,714 1,266,885
581,301 809,038
(10,272) (10,864)
50,766 13,041
480,965 417,088
4 1,102,760 1,228,303
41,954 38,582
1,144,714 1,266,885

The balance sheet is to be read in conjunction with the notes to the interim financial statements set out on pages 12 to 29.
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CONDENSED CASH FLOW STATEMENT

Consolidated

Dec 2005 Dec 2004
$000 $000

Cash flows from operating activities
Cash receipts in the course of operations 2,231,332 2,071,445
Cash payments in the course of operations (2,052,192)  (1,921,561)
Cash generated from operations 179,140 149,884
Restructure costs paid (6,158) (5,158)
Interest received 2,637 2,521
Dividend received 12,894 1,087
Interest and other costs of finance paid (excluding Reset Preference Shares) (16,865) (14,471)
Dividend paid to holders of Reset Preference Shares (7,813) -
Income taxes paid (43,244) (22,634)
Net cash inflow/(outflow) from operating activities 120,591 111,229

Cash flows from investing activities
Payment for entities and businesses, net of cash acquired (32,510) (4,403)
Proceeds from sale of controlled entities and businesses 2,341 -
Payment for property, plant and equipment (122,526) (130,754)
Proceeds from sale of property, plant and equipment 17,460 42,416
Payments for investments (18,078) (8,019)
Advances made to associated entities (18,061) (5,264)
Proceeds from repayment of loans with other entities 461 209
Net cash inflow/(outflow) from investing activities (170,913) (105,815)

Cash flows from financing activities
Proceeds from borrowings 70,000 90,847
Repayment of borrowings (837) (108,215)
Dividends paid to ordinary shareholders (35,447) (25,042)
Dividends paid to holders of Reset Preference Shares - (7,813)
Dividends paid to outside equity interests in controlled entities - (94)
Proceeds from ordinary share issue 2,934 859
Finance lease payments (1,096) (1,964)
Net cash inflow/(outflow) from financing activities 35,554 (51,422)
Net increase/(decrease) in cash and cash equivalents held (14,768) (46,008)
Cash and cash equivalents at the beginning of the financial year 151,476 102,389
Effects of exchange rate fluctuations on the balances of cash held in foreign currencies (15) (517)
Cash and cash equivalents at the end of the financial period 136,693 55,864

The statement of cash flows is to be read in conjunction with the notes to the interim financial statements set out on pages 12 to 29.
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NOTES TO THE FINANCIAL STATEMENTS

(a)

(b)

SIGNIFICANT ACCOUNTING POLICIES

Toll Holdings Limited (the “Company”) is a company domiciled in Australia. The condensed consolidated interim financial
report of the Company for the six months ended 31 December 2005 comprises the Company and its subsidiaries (together
referred to as the “consolidated entity”) and the consolidated entity’s interest in associates and jointly controlled entities.

The condensed consolidated interim financial report was authorised for issue by the directors on 21 February 2006.
Statement of Compliance

The condensed consolidated interim financial report is a general purpose financial report which has been prepared in
accordance with Australian Accounting Standards adopted by the Australian Accounting Standards Board (‘AASB”) and the
Corporations Act 2001.

International Financial Reporting Standards (“IFRS”) form the basis of Australian Accounting Standards adopted by the AASB,
being equivalents to Australian IFRS (“AIFRS”). The interim financial report of the consolidated entity also complies with IFRS
and interpretations adopted by the International Accounting Standards Board.

This is the consolidated entity’s first AIFRS condensed consolidated interim financial report for part of the period covered by
the first AIFRS annual financial report and AASB 1 First time adoption of Australian equivalents to International Financial
Reporting Standards. The condensed consolidated interim financial report does not include all of the information required for
a full annual financial report.

The interim financial report is to be read in conjunction with the most recent annual financial report, however, the basis of its
preparation is different to that of the most recent annual financial report due to the first time adoption of AIFRS. This report
must also be read in conjunction with any public announcements made by Toll Holdings Limited during the half year in
accordance with continuous disclosure obligations arising under the Corporations Act 2001.

An explanation of how the transition to AIFRS has affected the reported financial position, financial performance and cash
flows of the consolidated entity is provided in note 9. This note includes reconciliations of equity and profit or loss for
comparative periods reported under Australian GAAP (previous GAAP) to those reported under AIFRS.

Basis of Preparation
This financial report is presented in Australian dollars.

The financial report is prepared on the historical cost basis except for derivative financial instruments and other financial
assets and liabilities which are stated at their fair value.

The Company is of a kind referred to in ASIC Class Order 98/100 dated 10 July 1998 and in accordance with the Class Order,
amounts in the financial report and Directors’ Report have been rounded off to the nearest thousand dollars, unless otherwise
stated.

Non-current assets and disposal groups held for sale are stated at the lower of carrying amount and fair value less costs to
sell.

The preparation of an interim financial report in conformity with AASB 134 Interim Financial Reporting requires management to
make judgements, estimates and assumptions that affect the application of policies and reported amounts of assets, liabilities,
income and expenses.

These estimates and associated assumptions are based on historical experience and various other factors that are believed to
be reasonable under the circumstances, the results of which form the basis of making the judgements about carrying values of
assets and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates.

This condensed consolidated interim financial report has been prepared on the basis of AIFRS in issue that are effective or
available for early adoption at the consolidated entity’s first AIFRS annual reporting date, 30 June 2006. Based on these
AIFRS, the Board of Directors have made assumptions about the accounting policies expected to be adopted when the first
AIFRS annual financial report is prepared for the year ending 30 June 2006.
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TOLL HOLDINGS LIMITED AND ITS CONTROLLED ENTITIES
Interim Financial Report for the Half Year Ended 31 December 2005
NOTES TO THE FINANCIAL STATEMENTS

(b)

(c)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Basis of Preparation (Continued)
The entity has elected to early adopt the following revised accounting standards:

o AASB 119 Employee Benefits (December 2004).

o AASB 2004-3 Amendments to Australian Accounting Standards (December 2004) amending AASB 1 First time
Adoption of Australian Equivalents to International Financial Reporting Standards 9July 2004), AASB 101
Presentation of Financial Statements, AASB 124 Related Party Disclosures.

The Australian Accounting Standards and UIG Interpretations that will be effective or available for voluntary early adoption in
the annual financial statements for the period ending 30 June 2006 are still subject to change and therefore cannot be
determined with certainty. Accordingly, the accounting policies for that annual period that are relevant to this interim financial
information will be determined only when the first AIFRS financial statements are prepared at 30 June 2006.

The preparation of the condensed consolidated interim financial report in accordance with AASB 134 resulted in changes to
the accounting policies as compared to the most recent annual financial statements prepared under previous GAAP. Except
for the change in accounting policy relating to classification and measurement of financial instruments (refer to note 10) the
accounting policies set out below have been applied consistently to all periods presented in this condensed consolidated
interim financial report. They also have been applied in preparing an opening AIFRS balance sheet at 1 July 2004 for the
purposes of the transition to AIFRS as required by AASB 1. The impact of the transition from previous GAAP to AIFRS is
explained in note 9. Where relevant, the accounting policies applied to the comparative period have been disclosed if they
differ from the current period policy. The accounting policies have been applied consistently throughout the consolidated
entity for purposes of this condensed consolidated interim financial report.

Basis of consolidation

() Subsidiaries
The financial statements of subsidiaries are prepared for the same reporting period as the parent company, using
consistent accounting policies. Subsidiaries are entities controlled by the Company. Control exists when the Company
has the power, directly or indirectly, to govern the financial and operating policies of an entity so as to obtain benefits
from its activities. In assessing control, potential voting rights that presently are exercisable or convertible are taken into
account.

All inter-company balances and transactions, including unrealised profits from intra-group transactions, have been
eliminated in full. Unrealised losses are eliminated unless costs cannot be recovered.

The financial statements of subsidiaries are included in the condensed consolidated interim financial report from the date
that control commences until the date that control ceases.

(i) Associates
Associates are those entities over which the consolidated entity exercises significant influence, but not control, over the
financial and operating policies.

In the consolidated financial statements investments in associates are accounted for using equity accounting principles.
The consolidated entity’s share of the associates’ net profit or loss is recognised in the consolidated financial statements
from the date significant influence commences until the date significant influence ceases. Other movements in reserves
are recognised directly in consolidated reserves. When the consolidated entity’s share of losses exceeds its interest in
an associate, the consolidated entity’s carrying amount is reduced to nil and recognition of further losses is discontinued
except to the extent that the consolidated entity has incurred legal or constructive obligations or made payments on
behalf of an associate.

(ii) Jointly controlled entities

In the condensed consolidated interim financial report, investments in jointly controlled entities are accounted for using
equity accounting principles.
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TOLL HOLDINGS LIMITED AND ITS CONTROLLED ENTITIES
Interim Financial Report for the Half Year Ended 31 December 2005
NOTES TO THE FINANCIAL STATEMENTS

(d)

(e)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Foreign Currency

(1)

(ii)

(i)

Foreign currency transactions

Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are translated to Australian
dollars at the foreign exchange rate ruling at that date. Non-monetary assets and liabilities that are measured in terms of
historical cost in a foreign currency are translated using the exchange rate at the date of the transaction. Foreign
exchange differences arising on translation are recognised in the income statement.

Financial statements of foreign operations

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on consolidation,
generally are translated to Australian dollars at foreign exchange rates ruling at the balance sheet date. The revenues
and expenses of foreign operations are translated to Australian dollars at rates approximating the foreign exchange rates
ruling at the dates of the transactions. Foreign exchange differences arising on retranslation are recognised directly in
equity.

Net investments in foreign operations

Exchange differences arising from the translation of the net investment in foreign operations and of related hedges are
taken to the foreign currency translation reserve. They are released into the income statement upon disposal of the
foreign operation.

In respect of all foreign operations, any differences that have arisen before 1 July 2004, the date of transition to AIFRS,
are presented as a separate component of equity.

Property, plant and equipment

(i)

(ii)

(i)

Owned assets

Items of property, plant and equipment are stated at cost less accumulated depreciation and any impairment losses (see
accounting policy (k)). The cost of self-constructed assets includes the cost of materials, direct labour, and an
appropriate proportion of fixed and variable overheads.

Leased assets

Leases in terms of which the consolidated entity assumes substantially all of the risks and rewards of ownership are
classified as finance leases. Owner-occupied property acquired by way of a finance lease is stated at an amount equal
to the lower of its fair value and the present value of the minimum lease payments at the inception of the lease, less
accumulated depreciation and impairment losses. Lease payments are accounted for as described in policy (p).

Depreciation

Items of property, plant and equipment, including buildings and leasehold property but excluding freehold land, are
depreciated on a straight-line and reducing balance basis over their estimated useful lives. Depreciation rates used for
each class of asset are as follows:

o Buildings 25% - 4.0%
. Leasehold improvements 25% - 15.0%
) Plant and equipment 85% - 40.0%
. Leased plant and equipment 85% - 33.0%

Depreciation methods and useful lives, as well as residual values, are reassessed annually. Land is not depreciated.
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TOLL HOLDINGS LIMITED AND ITS CONTROLLED ENTITIES
Interim Financial Report for the Half Year Ended 31 December 2005
NOTES TO THE FINANCIAL STATEMENTS

1.

(f)

(9)

(h)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Intangible assets

(1)

(ii)

(i)

Goodwill
Business Combinations
Business combinations prior to 1 July 2004

Goodwill is included on the basis of its deemed cost, which represents the amount recorded under previous GAAP. The
classification and accounting treatment of business combinations that occurred prior to 1 July 2004 has not been
reconsidered in preparing the consolidated entity’s opening AIFRS balance sheet at 1 July 2004.

Business combinations since 1 July 2004
All business combinations are accounted for by applying the purchase method. Goodwill represents the difference
between the cost of the acquisition and the fair value of the net identifiable assets acquired.

Goodwill is stated at cost less any accumulated impairment losses. Goodwill is allocated to cash-generating units and is
no longer amortised but is tested annually for impairment. In respect of associates, the carrying amount of goodwill is
included in the carrying amount of the investment in associate.

Negative goodwill arising on an acquisition is recognised directly in the income statement.

Other intangible assets
Other intangible assets that are acquired by the consolidated entity are stated at cost less accumulated amortisation and
impairment losses.

Amortisation

Amortisation is charged to the income statement on a straight-line basis over the estimated useful lives of the intangible
assets unless such lives are indefinite. Goodwill and intangible assets with an indefinite useful life are systematically
tested for impairment at each balance sheet date. Other intangible assets are amortised from the date that they are
available for use.

The estimated useful lives in the current and comparative periods are as follows:

e (Capitalised software 3-5years
e Right of Way 66 years

Trade and other receivables

Trade and other receivables are stated at their amortised cost. Bad debts are written off when identified.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost of inventories includes all costs of purchases and
other costs incurred in bringing the inventories to their present location and condition. Net realisable value is the estimated
selling price in the ordinary course of business, less the estimated costs of completion and selling expenses.

Cash and cash equivalents

Cash and cash equivalents comprises cash balances and call deposits with an original maturity of three months or less. Bank

overdrafts that are repayable on demand and form an integral part of the consolidated entity’s cash management are included
as a component of cash and cash equivalents for the purpose of the statement of cash flows.
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TOLL HOLDINGS LIMITED AND ITS CONTROLLED ENTITIES
Interim Financial Report for the Half Year Ended 31 December 2005
NOTES TO THE FINANCIAL STATEMENTS

1.

1)

(k)

()

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Investments and other financial assets

Investments in unlisted entities are measured at the lower of cost and recoverable amount. Other listed investments are stated
at fair value, with any resultant gain or loss net of transaction costs recognised directly in equity. When these investments are
disposed, the cumulative gain or loss previously recognised directly in equity is recognised in the income statement. The fair
value of listed investments is their quoted bid price at the balance sheet date.

Impairment

At each reporting date, the consolidated entity assesses whether there is any indication that an asset may be impaired.
Where an indicator of impairment exists, the consolidated entity makes an estimate of recoverable amount. Where the
carrying amount of an asset exceeds its recoverable amount the asset is considered impaired and is written down to its
recoverable amount. Inventories and deferred tax assets are not tested for impairment. Goodwill is tested annually for
impairment.

Recoverable amount is the greater of fair value less costs to sell and value in use. If there is an indication that an asset may
be impaired, the recoverable amount of the asset is estimated. If it is not possible to estimate the recoverable amount of the
individual asset then the recoverable amount of the cash generating unit to which the asset belongs is estimated. Impairment
losses recognised in respect of cash generating units are allocated first to reduce the carrying amount of any goodwill;
allocated to the cash generating unit (group of units) and then, to reduce the carrying amount of the other assets in the unit
(group of units) on a pro rata basis.

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre tax discount rate
that reflects current market assessments of the time value of money and the risks specific to the asset.

Impairment of receivables is not recognised until objective evidence is available that a loss event has occurred. Significant
receivables are individually assessed for impairment. Impairment testing of significant receivables that are not assessed as
impaired individually is performed by placing them into portfolios of significant receivables with similar risk profiles and
undertaking a collective assessment of impairment. Non-significant receivables are not individually assessed. Instead,
impairment testing is performed by placing non-significant receivables in portfolios of similar risk profiles, based on objective
evidence from historical experience adjusted for any effects of conditions existing at each balance date.

Employee benefits

() Defined contribution superannuation funds
Obligations for contributions to defined contribution superannuation funds are recognised as an expense in the income
statement as incurred.

(i) Long-term service benefits
The consolidated entity’s net obligation in respect of long-term service benefits, other than superannuation funds, is the
amount of future benefit that employees have earned in return for their service in the current and prior periods. The
obligation is calculated using expected future increases in wage and salary rates including related on-costs and
expected settlement dates, and is discounted using the rates attached to the Commonwealth Government bonds at the
balance sheet date which have maturity dates approximating to the terms of the consolidated entity’s obligations.

(iii) Share-based payment transactions
The Company’s share option plan allows consolidated entity employees to acquire shares of the Company. The fair
value of options granted is recognised as an employee expense with a corresponding increase in equity. The fair value
is measured at grant date and spread over the period during which the employees become unconditionally entitled to the
options. The fair value of the options granted is measured using the Binomial or Black Scholes method, taking into
account the terms and conditions upon which the options were granted. The amount recognised as an expense is
adjusted to reflect the actual number of share options that vest except where forfeiture is due to share prices not
achieving the threshold for vesting.
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TOLL HOLDINGS LIMITED AND ITS CONTROLLED ENTITIES
Interim Financial Report for the Half Year Ended 31 December 2005
NOTES TO THE FINANCIAL STATEMENTS

1.

(0

(m)

(n)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Employee benefits (Continued)

(iv) Treasury shares
In 1999, the Company introduced an Employee Share Ownership Plan (ESOP). This plan allows non-recourse, interest-
free loans to be provided to all employees as the Board may from time to time make offers to employees to acquire
shares under the plan. If and when an issue is made to employees, it will be treated as an in-substance grant of options
and expensed in the period because of the limited recourse nature of the loans. Since there is no vesting period, there
is no recurring expense for this item.

The shares are acquired in the name of the employee and each employee authorises and appoints the Secretary of the
Company to act on their behalf. Any dividends paid on the shares by the Company are used to repay the loan. If the
employee leaves the employment of the consolidated entity, the loan balance must be repaid in full or the shares will be
sold and the proceeds applied to settle the loan balance.

Shares in the Company held under ESOP are classified and disclosed as Treasury Shares and deducted from equity.

(v) Wages, salaries, annual leave, sick leave and non-monetary benefits
Liabilities for employee benefits for wages, salaries, annual leave and sick leave represent present obligations resulting
from employees’ services provided to reporting date, calculated at undiscounted amounts based on remuneration rates
that the consolidated entity expects to pay as at reporting date including related on-costs, such as, workers
compensation insurance and payroll tax.

Provisions

A provision is recognised in the balance sheet when the consolidated entity has a present legal or constructive obligation as a
result of a past event, and it is probable that an outflow of economic benefits will be required to settle the obligation. If the
effect is material, provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects
current market assessments of the time value of money and, when appropriate, the risks specific to the liability.

Where discounting is used, the increase in the provision due to the passage of time is recognised as a finance cost.

Where the consolidated entity expects some or all of a provision to be reimbursed, for example under an insurance contract,
the reimbursement is recognised as a separate asset but only when the reimbursement is virtually certain. The expense
relating to any provision is presented in the income statement net of any reimbursement.

(i) Dividends
A provision for dividends payable is recognised in the reporting period in which the dividends are declared for the entire
undistributed amount, regardless of the extent to which they will be paid in cash.

(ii) Restructure
A provision for restructuring is recognised when the consolidated entity has approved a detailed and formal restructuring
plan, and the restructuring either has commenced or has been announced publicly. Future operating costs are not
provided for.

(iii) Workers Compensation
The consolidated entity self-insures for risks associated with workers compensation in certain states of Australia.
Outstanding claims are recognised when an incident occurs that may give rise to a claim and are measured at the cost
that the consolidated entity expects to incur in settling the claims, discounted using a government bond rate with a
maturity date approximating the term of the obligation. Such assessments are based upon an independent actuarial
assessment.

Trade and other payables

Liabilities are recognised at amortised cost for amounts to be paid in the future for goods or services received, whether or not
billed to the consolidated entity.
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(0)

(p)

(q)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Revenue

() Services rendered
Revenue comprises revenue earned (net of GST, returns, discounts and allowances) from the provision of services to
entities outside the consolidated entity. Revenue is recognised when the services are provided.

(i) Dividends
Revenue is recognised when the shareholders’ right to receive the payment is established.

(ii) Interest
Interest income is recognised as it accrues unless collectibility is in doubt.

Expenses

() Operating lease payments
Payments made under operating leases are recognised in the income statement on a straight-line basis over the term of
the lease. Lease incentives received are recognised in the income statement as an integral part of the total lease
expense and spread over the lease term.

(i) Finance lease payments
Minimum lease payments are apportioned between the finance charge and the reduction of the outstanding liability. The
finance charge is allocated to each period during the lease term so as to produce a constant periodic rate of interest on
the remaining balance of the liability.

(ii) Finance costs
Finance costs include interest, amortisation of discounts or premiums relating to borrowings and amortisation of ancillary
costs incurred in connection with the arrangement of borrowings. Ancillary costs incurred in connection with the
arrangement of the borrowings are capitalised and amortised over the life of the borrowings. It also includes dividends
on reset preference shares classified as liabilities and gains or losses on hedging instruments that are recognised in the
income statement.

Where funds are borrowed specifically for the acquisition, construction or production of a qualifying asset, the amount of
borrowing costs capitalised is that incurred in relation to that borrowing, net of any interest earned on those borrowings.
Where funds are borrowed generally, borrowing costs are capitalised using a weighted average capitalisation rate.

Income tax

Income tax on the income statement for the periods presented comprises current and deferred tax. Income tax is recognised
in the income statement except to the extent that it relates to items recognised directly in equity, in which case it is recognised
in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantially enacted at
the balance sheet date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided using the balance sheet liability method, providing for temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. No temporary
differences are recognised on the initial recognition of goodwill, the initial recognition of assets or liabilities that affect neither
accounting nor taxable profit, and differences relating to investments in subsidiaries and associates to the extent that they will
probably not reverse in the foreseeable future. The amount of deferred tax provided is based on the expected manner of
realisation or settlement of the carrying amount of assets and liabilities, using tax rates enacted or substantively enacted at the
balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against which

the asset can be utilised. Deferred tax assets are reduced to the extent that it is no longer probable that the related tax benefit
will be realised.
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1.

(q)

(r)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Income tax (Continued)

Tax consolidation

The Company and its wholly-owned Australian resident entities have formed a tax-consolidated group with effect from 1 July
2003 and are therefore taxed as a single entity from that date. The head entity within the tax-consolidated group is Toll
Holdings Limited.

Current tax expense/income, deferred tax liabilities and deferred tax assets arising from temporary differences of the members
of the tax-consolidated group are recognised in the separate financial statements of the members of the tax-consolidated
group using the ‘stand alone’ approach by reference to the carrying amounts in the separate financial statements of each
entity and the tax values applying under tax consolidation.

Current tax liabilities and assets and deferred tax assets arising from unused tax losses and tax credits of the members of the
tax-consolidated group are recognised by the Company (as head entity in the tax-consolidated group). Deferred tax assets
and deferred tax liabilities are measured by reference to the carrying amounts of the assets and liabilities in the Company’s
balance sheet and their tax values applying under tax consolidation.

Any current tax liabilities (or assets) and deferred tax assets arising from unused tax losses assumed by the head entity from
the subsidiaries in the tax-consolidated group are recognised as amounts receivable or payable to other entities in the tax-
consolidated group in conjunction with any tax funding arrangement amounts (refer below). Any difference between these
amounts is recognised by the Company as an equity contribution to or distribution from the subsidiary. Distributions firstly
reduce the carrying amount of the investment in the subsidiary and are then recognised as revenue.

The Company recognises deferred tax assets arising from unused tax losses of the tax-consolidated group to the extent that it
is probable that future taxable profits of the tax-consolidated group will be available against which the asset can be utilised.

Any subsequent period adjustments to deferred tax assets arising from unused tax losses assumed from subsidiaries are
recognised by the head entity only.

Nature of tax funding arrangements and tax sharing agreements

The members of the tax-consolidated group have entered into a tax funding arrangement which sets out the funding
obligations of members of the tax-consolidated group in respect of tax amounts. The tax funding arrangements require
payments to/from the head entity equal to the current tax liability/(asset) assumed by the head entity and any tax-loss deferred
tax asset assumed by the head entity, resulting in the head entity recognising an inter-entity receivable/(payable) in the
separate financial statements of the members of the tax-consolidated group equal in amount to the tax liability/(asset)
assumed. The inter-entity receivable/(payable) is at call.

The head entity recognises the assumed current tax amounts as current tax liabilities/(assets), adding to its own current tax
amounts, since they are also due to or from the same taxation authority. The current tax liabilities/(assets) are equivalent to
the tax balances generated by external transactions entered into by the tax-consolidation group. Contributions to fund the
current tax liabilities are payable as per the tax funding arrangement and reflect the timing of the head entity’s obligation to
make payments for tax liabilities to the relevant tax authorities.

The members of the tax-consolidated group have also entered into a tax sharing agreement. The tax sharing agreement
provides for the determination of the allocation of income tax liabilities between the entities should the head entity default on
its tax payment obligations. No amounts have been recognised in the financial statements in respect of this agreement as
payment of any amounts under the tax sharing agreement is considered remote.

Contributed equity

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares or options are
shown in equity as a deduction, net of tax, from the proceeds.
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1.

(s)

()

(u)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Interest bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs. Subsequent to initial
recognition, interest bearing borrowings are stated at amortised cost with any difference between cost and redemption value
being recognised in the income statement over the period of the borrowings on an effective interest basis.

Goods and services tax

Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST), except where the amount
of the GST incurred is not recoverable from the taxation authority. In these circumstances the GST is recognised as part of
the cost of acquisition of the asset or as part of an item of expense.

Receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authorities is included as a current asset or liability in the
balance sheet. Cash flows are included in the statement of cash flows on a gross basis. The GST components of cash flows
arising from investing and financing activities, which are recoverable from, or payable to, the tax authorities are classified as
operating cash flows.

Derivative financial instruments

The consolidated entity uses derivative financial instruments such as foreign currency contracts and interest rate swaps to
hedge its risks associated with interest rate and foreign currency fluctuations. In accordance with its treasury policy, the
consolidated entity does not hold or issue derivative financial instruments for trading purposes. However, in relation to
derivatives that do not qualify for hedge accounting, any gains or losses arising from changes in fair value are taken directly to
the income statement.

Derivative financial instruments are recognised initially at cost. Subsequent to initial recognition, derivative financial
instruments are stated at fair value. The gain or loss on re-measurement to fair value is recognised immediately in the income
statement. However, where derivatives qualify for hedge accounting, recognition of any resultant gain or loss depends on the
nature of the item being hedged.

Fair value calculations

The fair value of financial instruments traded in active markets is based on quoted market prices at the reporting date. The
fair value of financial instruments that are not traded in an active market are determined using valuation techniques consistent
with accepted market practice. The consolidated entity uses a variety of methods and input assumptions that are based on
market conditions existing at the reporting date. The fair value of forward exchange contracts is calculated by reference to
current forward exchange rates for contracts with similar maturity profiles. The fair value of interest rate swap contracts is
determined by reference to market values for similar instruments.

The fair value of derivative financial instruments includes the present value of estimated future cash flows.
Hedge accounting

For the purposes of hedge accounting, hedges are classified as either fair value hedges when they hedge the exposure to
changes in the fair value of a recognised asset or liability; cash flow hedges where they hedge exposure to variability in cash
flows that is either attributable to a particular risk associated with a recognised asset or liability or a forecasted transaction; or
hedge of a net investment in a foreign operation.

Fair value Hedges
In relation to fair value hedges which meet the conditions for hedge accounting, any gain or loss from remeasuring the
hedging instrument at fair value is recognised immediately in the income statement. .

Any gain or loss attributable to the hedged risk on re-measurement of the hedged item is adjusted against the carrying amount
of the hedged item and is recognised in the income statement. Where the adjustment is to the carrying amount of a hedged
interest-bearing financial instrument, the adjustment is amortised to the income statement such that it is fully amortised by
maturity.
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(u)

(v)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Derivative financial instruments (Continued)

Cash flow Hedges

In relation to cash flow hedges to hedge firm commitments which meet the conditions for hedge accounting, the portion of the
gain or loss on the hedging instrument that is determined to be an effective hedge is recognised directly in equity and the
ineffective portion is recognised in the income statement.

When the hedged firm commitment results in the recognition of an asset or a liability, then, at the time the asset or liability is
recognised, the associated gain or loss that has previously been recognised in equity are included in the initial measurement
of the acquisition cost or other carrying amount of the asset or liability.

For all other cash flow hedges, the gain or losses that are recognised in equity are transferred to the income statement in the
same period in which the hedged firm commitment affects the net profit and loss.

Hedge accounting is discontinued when the hedging instrument expires or is sold, terminated or exercised, or no longer
qualifies for hedge accounting. At that point in time, any cumulative gain or loss on the hedging instrument recognised in
equity is kept in equity until the forecasted transaction occurs.

If a hedged transaction is no longer expected to occur, the net cumulative gain or loss recognised in equity is transferred to
the income statement.

Hedge of net investment in foreign operation
The portion of the gain or loss on an instrument used to hedge a net investment in a foreign operation that is determined to be
an effective hedge is recognised directly in equity. The ineffective portion is recognised immediately in the income statement.

For all other cash flow hedges, the gain or losses that are recognised in equity are transferred to the income statement in the
same year in which the hedged firm commitment affects the net profit and loss.

For derivatives that do not qualify for hedge accounting, any gains or losses arising from changes in fair value are taken
directly to the income statement.

Hedge accounting is discontinued when the hedging instrument expires or is sold, terminated or exercised, or no longer
qualifies for hedge accounting. At that point in time, any cumulative gain or loss on the hedging instrument recognised in
equity is kept in equity until the forecasted transaction occurs.

If a hedged transaction is no longer expected to occur, the net cumulative gain or loss recognised in equity is transferred to
the income statement.

Hedge of net investment in foreign operation
The portion of the gain or loss on an instrument used to hedge a net investment in a foreign operation that is determined to be
an effective hedge is recognised directly in equity. The ineffective portion is recognised immediately in the income statement.

AASB 1 Transitional exemptions

The consolidated entity has made its election in relation to the transitional exemptions allowed by AASB 1 First-time Adoption
of Australian Equivalents to International Financial Reporting Standards as follows:

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

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

Exemption from the requirement to restate comparative information for AASB 132 and AASB 139

The consolidated entity has elected to adopt this exemption and has not applied AASB 132 Financial Instruments:
Presentation and Disclosure and AASB 139 Financial Instruments: Recognition and Measurement to its comparative
information.
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2. TAXATION

Current tax
Current tax expense for the interim periods presented is the expected tax payable on the taxable income for the period,
calculated as the estimated average annual effective income tax rate applied to the pre-tax income of the interim period.

Current tax for current and prior periods is classified as a current liability to the extent that it is unpaid. Amounts paid in
excess of amounts owed are classified as a current asset.

Deferred tax
The amount of deferred tax provided is based on the expected manner of realisation or settlement of the carrying amount of
assets and liabilities, using the estimated average annual effective income tax rate for the interim periods presented.

The primary components of the consolidated entity’s recognised deferred tax assets include temporary differences related to
employee benefits, provisions and other items.

The primary components of the entity’s deferred tax liabilities include temporary differences related to property, plant and
equipment, investments and inventories.

Deferred tax expense / (benefit) arises from the origination and reversal of temporary differences, the effects of changes in tax
rates and the benefit of tax losses recognised.

Tax consolidation

In accordance with the tax consolidation legislation, the Company as the head entity of the Australian tax-consolidated group
has assumed the current tax liability/(asset) and deferred tax assets arising from unused tax losses/credits initially recognised
by the members in the tax-consolidated group. There is no impact on the consolidated entity upon adoption of UIG 1052 Tax
Consolidation Accounting.

3. DIVIDENDS
Cents per Total Franking Payment Date
share ($°000) (%)
Dividends provided or paid by the Company during the
period:

Ordinary Shares
2005
2005 Final Ordinary Dividend 15.5 51,185 100% 30t Sept 2005

2004
2004 Final Ordinary Dividend 12.0 38,580 100% 30t Sept 2004

Reset Preference Shares
2004
Half Yearly Dividend (6.2%) 7,814 100% 11t Nov 2004

Franked dividends were franked at the tax rate of 30%.
Subsequent Events

Since the end of the half-year, the directors have declared
the following dividend:

Interim Ordinary Dividend 14.0 46,450 100% 24t Mar 2006

The financial effect of this dividend has not been brought to account in the financial statements for the half year ended 31
December 2005 and will be recognised in subsequent financial reports.
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4. CAPITAL AND RESERVES

Reconciliation of movement in capital and reserves
Attributable to equity holders of the parent

Share Treasury Retained Other Minority Total
Consolidated Note Capital Shares Earnings Reserves Total Interests Equity
$°000 $°000 $°000 $°000 $°000 $°000 $°000
Balance at 1 July 2005 809,038 (10,864) 417,088 13,041 1,228,303 38,582 1,266,885
Impact of adoption of AASB 139 Financial
Instruments: Recognition and Measurement 10 (246,206) - (3,699) (3,097) (253,002) - (253,002)
Total income and expense for the period
recognised directly in equity - - 118,761 38,590 157,351 3,372 160,723
Employee benefits for the period - - - 2,232 2,232 - 2,232
Contributions of equity 18,469 592 - - 19,061 - 19,061
Dividends to ordinary shareholders - - (51,185) - (51,185) - (51,185)
Balance at 31 December 2005 581,301 (10,272) 480,965 50,766 1,102,760 41,954 1,144,714
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4, CAPITAL AND RESERVES (CONTINUED)

Ordinary shares issued

Consolidated Consolidated
Dec 2005 Dec 2004 Dec 2005 Dec 2004
No. of Shares  No. of Shares $000 $000
Exercise of share options 438,200 280,000 2,935 1,035
Dividend Reinvestment Plan (i) 1,175,928 1,222,871 15,534 13,432
Employee Share Ownership Plan - 963,800 - 10,729
1,614,128 2,466,671 18,469 25,196

As at 31 December 2005, the total number of ordinary shares issued by the Company was 331,786,015.

(i) The Company has an established Dividend Reinvestment Plan, for the purpose of providing shareholders the opportunity
to apply dividends paid or declared by the Company in subscribing for shares rather than receiving those dividends in
cash. Shares are issued under the plan currently at a 2.5% (2004: 2.5%) discount to the weighted average market price
over the five business days up to and including the books close date for the purposes of the dividend payment.

5. ACQUISITION / DISPOSAL OF CONTROLLED ENTITIES

The following controlled entities were acquired or disposed of during the period.

Acquisition
2005
The consolidated entity did not acquire any material controlled entities during this half year period.

2004
The consolidated entity did not acquire any material controlled entities during this half period.

Disposal

2005
The consolidated entity did not lose control over any material controlled entity during the half-year ended 31 December 2005.

2004

During the half year, the Company announced it had signed an agreement with the Port of Tauranga to form a 50/50 Joint
Venture, Toll Owens Ltd. As part of this agreement, the Company transferred Toll Logistics (NZ) Ltd, Leonard and Dingley
Ltd, Cruise Line Services Ltd and Allied Personnel Services Ltd into the joint venture effective 14 December 2004.

6. CONTINGENT LIABILITIES AND CONTINGENT ASSETS

There have been no material changes in contingent liabilities or contingent assets since 30 June 2005.
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7. SEGMENT INFORMATION

The consolidated entity comprises the following main business segments, based on the management reporting system of the consolidated entity.

Business Segments Toll Networks Toll North Toll Logistics Toll NZ Eliminations Consolidated

Dec 2005 Dec2004  Dec 2005 Dec 2004 Dec 2005 Dec 2004 Dec 2005 Dec 2004  Dec 2005 Dec 2004 Dec 2005 Dec 2004

$'000 $'000 $000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $000

Operating segment revenue 774,383 698,208 383,778 327,673 621,005 594,333 320,604 304,745 2,099,770 1,924,959
Intersegment revenue 64,585 73,792 14,954 9,543 60,856 21,556 (140,395) (104,891) -
Segment revenue 838,968 772,000 398,732 337,216 681,861 615,889 320,604 304,745  (140,395) (104,891) 2,099,770 1,924,959
Unallocated Dividend Revenue 2,369 -
Total Revenue 2,102,139 1,924,959
Segment Result 60,886 45,886 23,852 17,754 41,163 38,974 31,473 20,870 157,374 123,484
Share of net profit of equity
accounted investments — Pacific National 17,237 24,268
Unallocated Net Interest Expense
- Reset Preference Shares (7,813) -
- Other financial income and expenses (16,358) (14,010)
Profit from ordinary activities
before income tax expense 150,440 133,742

Of the total share of equity accounted investments of $18.6 million (2004: $25.7 million), $1.4 million (2004: $1.4 million) has been reallocated to business segments, leaving $17.2 million ($24.3

million) relating to Pacific National unallocated.
Business segments
The consolidated entity comprises the following main business segments, based on management reporting systems:

Toll Networks

Longhaul forwarding and express services by road, rail, sea and air.

Toll North - Provider of time-certain distribution between major cities and regional centres of Queensland and Northern Territory.
Toll Logistics - Provider of industry focussed supply chain solutions.
Toll NZ - Provider of integrated road, rail and sea services in New Zealand.
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8.

EVENTS SUBSEQUENT TO BALANCE DATE

(i) Takeover Offer for Patrick Corporation Limited

The Company’s proposed takeover of Patrick Corporation Limited (‘Patrick’), announced on 22 August 2005, is in progress and
has been extended by the Company until 13 March 2006.

On 18 January 2006, the ACCC announced its intention to oppose the takeover. The ACCC initiated proceedings against the
Company in the Federal Court of Australia on 9 February 2006 seeking to restrain it from acquiring further Patrick shares or
control of Patrick.

Subsequent to 31 December 2005, the following proceedings have been initiated:

e On 16 January 2006, Patrick commenced legal proceedings in the Victorian Supreme Court on behalf of Pacific National,
in relation to the Pacific National Queensland intermodal freight contract with the consolidated entity. The proceedings
allege deceptive and misleading conduct by Toll Holdings, Toll Rail and Toll North under s.52 of the Trade Practices Act
and various breaches of Directors duties by Mr Paul Little and Mr Mark Rowsthorn. All of Patrick's allegations are
emphatically denied. The action seeks damages and compensation payable to Pacific National. The Company intends to
oppose Patrick’s application to seek leave to bring this action. If the Court ultimately grants Patrick leave to bring the
proceedings in the name of Pacific National and such proceedings are actually instituted and pursued, then they will be
vigorously defended; and

e  On 15 February 2006, the Company commenced oppression proceedings against Patrick in the Supreme Court of Victoria
seeking to remove Mr Corrigan and Mr Davies as directors of Pacific National and an injunction restraining Patrick from
applying to wind up the joint venture. Later on the same day, Patrick applied in the Victorian Supreme Court, to wind up
the Pacific National joint venture on just and equitable grounds.

(i) Interim Dividend

The directors have declared an interim dividend of 14.0 cents share (Refer to Note 3).

Other than the matters noted above, there has not arisen in the interval between the end of the half-year and the date of this
report any other item, transaction or event of a material and unusual nature likely, in the opinion of the directors of the Company,
to affect significantly the operations of the consolidated entity, the results of these operations, or the state of affairs of the
consolidated entity, in future financial periods.

IMPACT OF ADOPTION OF AIFRS

The impacts of adopting AIFRS on the total equity and profit after tax as reported under Australian Accounting Standards
applicable before 1 January 2005 (‘AGAAP’) are illustrated below.

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

Note 30 Jun 2005 31 Dec 2004 01 Jul 2004

$000 $000 $000

Total equity under AGAAP 1,312,160 1,187,604 1,094,380
Adjustments to equity:

Impact of AIFRS on associates (a) (17,111) (984) 2,709

Recognition of employee benefits (b) (1,500) (1,500) (1,500)

Recognition of deferred tax under AIFRS (c) (26,740) (9,509) (4,553)

Write-back of goodwill amortisation (d) 10,940 5,291 -

Reclassification of Treasury Shares (e) (10,864) (11,798) (1,251)

Total equity under AIFRS 1,266,885 1,169,104 1,089,785
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9. IMPACT OF ADOPTION OF AIFRS (CONTINUED)

(ii) Reconciliation of profit after tax under AGAAP to that under AIFRS

Year ended Half year ended

Note 30 June 2005 31 Dec 2004

$000 $000

Profit after tax as previously reported 223,462 111,284

Write back of goodwill amortisation (d) 10,940 5,291
Recognition of AIFRS adjustments to share of

net profit of associates (a) (9,420) (3,693)

Recognition of deferred tax under AIFRS (c) (21,775) (4,626)

Employee benefits (b) (7,760) (5,369)

Profit after tax for the period 195,447 102,887

Attributable to:

Equity holders of the parent 190,736 101,514

Minority interest 4,711 1,373

Profit after tax for the period 195,447 102,887

(iii) Notes to the reconciliations of total equity and profit after tax under AGAAP to those under AIFRS

(@) Under AASB 3 Business Combinations, AASB 112 Income Taxes and AASB 119 Employee Benefits, the consolidated
entity is required to adjust the equity accounted amount for deficit in defined benefit plans and business combinations

made by an associate.

(b)  Under AASB 119 Employee Benefits, the consolidated entity is required to recognise a liability for uninvested sick leave.

(c)  Under AASB 112 Income Taxes, the consolidated entity is required to use the balance sheet liability method which
recognises deferred tax balances where there is a difference between the carrying value of an asset or liability and its tax

base. Previously the income statement liability method was used.

(d)  Under AASB 3 Business Combinations, goodwill is not permitted to be amortised but instead is subject to impairment
testing on an annual basis or upon the occurrence of triggers which may indicate potential impairment. Previously the
consolidated entity amortised goodwill over its useful life but not exceeding 20 years. The consolidated entity has not

elected to apply AASB 3 retrospectively and so prior year amortisation has not been written back as at the transition date.

(e) Under AASB 2 Share-based Payments, the balance of the loan receivable under the Employee Share Ownership Plan is
classified as Treasury Shares under Equity.

A detailed explanation of how the transition from previous GAAP to AIFRS has affected the consolidated entity’s financial
position, financial performance and cash flows is set out in Note 34 “Impacts of adopting Australian equivalents to International
Financial Reporting Standards (AIFRS)” of the consolidated entity’'s Annual Report for the year ended 30 June 2005. Since
that report, the following additional material adjustments (cumulative to 30 June 2005) have been made:

(i)  equity accounted investments in associates has been reduced by $1,029,000 with a corresponding decrease in profit after
tax to account for the increase in the deferred tax liabilities of associates;

(i)  anincrease in retained earnings of $1,154,000 (1 July 2004: $3,820,000), a decrease in deferred tax liabilities of $487,000
(1 July 2004: $1,923,000) and an increase in deferred tax assets of $667,000 (1 July 2004: $1,897,000) to reflect
adjustments arising due to changes in the tax base; and

(i) anincrease in retained earnings of $4,226,000 (1 July 2004: $2,077,000) with a corresponding decrease in minority
interests to account for their share of deferred tax under AIFRS.
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10.

CHANGE IN ACCOUNTING POLICY

Reconciliation of financial instruments as if AASB 139 was applied at 1 July 2005

In the current financial year, the consolidated entity adopted AASB 132 Financial instruments: Disclosure and Presentation
and AASB 139: Financial Instruments: Recognition and Measurement. This change in accounting policy has been adopted in
accordance with the transition rules contained in AASB 1, which does not require the restatement of comparative financial

instruments within the scope of AASB 132 and AASB 139.

The adoption of AASB 139 has resulted in the consolidated entity reclassifying Reset Preference Shares as liabilities,
revaluing listed securities to fair value and recording all derivate financial instruments as assets or liabilities at fair value.

The impact on the balance sheet in the comparative period is set out below as an adjustment to the opening balance sheet as

at 1 July 2005.

Application of AASB 132 and AASB 139 prospectively from 1 July 2005

Previous

Note GAAP

$000

Contributed equity (a) (809,038)

Liabilities — Reset Preference Shares (a),(c) -

Trade and other payables (b) (362,763)

Retained earnings (b),(c) (417,088)

Other financial assets (d) 158,410
Asset revaluation reserve (d)

Deferred tax assets (d) 18,677

Other assets (e) 25,110

Other liabilities (e) (5,992)

Impact of
policy change
$000

246,206
(247,802)
(2,103)
3,699
(4,424)
3,007
1,327
5,124
(5,124)

AIFRS
$000

(562,832)
(247,802)
(364,366)
(413,389)
153,986
3,007
20,004
30,234
(10,716)

(@) The consolidated entity had issued a hybrid instrument, reset preference shares, which were classified as equity under
previous Australian GAAP. Due to the change in the definition of a financial liability under AIFRS, the reset preference

shares are classified as a liability.

This has resulted in an increase in Liabilities — Reset Preference Shares and a decrease in contributed equity of

$246,206,000 at 1 July 2005 in the consolidated entity.

The impact on the comparative interim period would have been to:
increase finance expenses in the income statement by $7,750,000 and
decrease retained earnings (dividends) by $7,750,000.

The impact on the comparative full year would have been to;
increase finance expenses in the income statement by $15,500,000 and
decrease retained earnings (dividends) by $15,500,000.

(b) Under previous Australian GAAP, dividends were recognised when declared. In accordance with the reclassification of the
reset preference shares from equity to liability, an accrual of $2,103,000 has been raised to accrue interest payable for the
period from 11 May to 30 June 2005. There would be have been no impact on the income statement for the comparative

period as a result of this change.

(c) Debt establishment costs capitalised and amortised over the term of the borrowings under previous Australian GAAP have
been recalculated based upon the effective interest rate method and recognised as part of the liability.

This has resulted in an increase in liabilities of $1,596,000 and a decrease in retained earnings of $1,596,000 at 1 July

2005 in the consolidated entity.

The impact on the comparative period would have been to increase finance expenses in the income statement by

$487,800.
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10. CHANGE IN ACCOUNTING POLICY (CONTINUED)
Application of AASB 132 and AASB 139 prospectively from 1 July 2005 (Continued)

(d) Under previous Australian GAAP, the consolidated entity recorded equity securities at cost. In accordance with AIFRS,
they are recognised at fair value.

The effect on the consolidated entity is to decrease other financial assets by $4,424,000, decrease reserves by
$3,097,000 and increase deferred tax assets by $1,327,000 at 1 July 2005. There would have been no impact on the
income statement for the comparative period as a result of this change.

(e) Under previous Australian GAAP, the consolidated entity did not recognise interest rate derivatives on the balance sheet.
Instead, gains and losses on the derivative were deferred and included in the measurement of the anticipated transaction
when the transaction occurred.

In accordance with AIFRS, all derivatives are recognised at fair value and accounted for in accordance with Note 1(u).

The net effect on the consolidated entity at 1 July 2005 is to increase other liabilities (fair value hedge derivatives) by
$5,124,000 and increase other assets by $5,124,000.
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