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Important dates

Date Event

23 October 2009 Buy-Back announced

9 November 2009 Buy-Back period commences
30 November 2009 Buy-Back period concludes

Village Roadshow Limited (“VRL”) reserves the right to amend this timetable at any time and for
any reason. Any amendments will be notified to shareholders via an announcement to ASX.

VRL may buy back shares at prices, volumes and times determined by VRL.

This explanatory memorandum is dated 23 October 2009.

Table of contents

Chairman'’s letter

Key questions

About the VRL Group

About the Buy-Back

Advantages and disadvantages of the Buy-Back
The Grant Samuel report

Funding for the Buy-Back

Participation of VRC in the Buy-Back

Indicative impact of the Buy-Back on VRL

© N o s~ WD~

Tax implications for VRL shareholders

Appendix A Grant Samuel report

Explanatory memorandum | page 2



"VILLAGE ROADSHOW LIMITED

Chairman's letter
23 October 2009

Dear shareholder

On behalf of the Directors of Village Roadshow Limited (“VRL”), | am pleased to invite you to consider
participating in an on-market buy-back of some of VRL'’s ordinary shares and preference shares (the
“Buy-Back”).

VRL intends to buy back up to 12,690,800 ordinary shares (representing 10.0% of the total number of
ordinary shares on issue) and up to 45 million preference shares (representing 46.1% of the total number
of preference shares on issue). VRL may buy back less than the maximum amount of shares or no
shares at all and shares may be bought back at prices, volumes and times determined by VRL.

VRL intends to conduct the Buy-Back over a three week period, which is expected to commence on 9
November 2009 and conclude on 30 November 2009. VRL reserves the right to amend this timetable at
any time and for any reason. During the Buy-Back period, if you decide to sell your shares on-market it is
possible that VRL will buy back all or some of those shares.

This explanatory memorandum contains details of the proposed Buy-Back, the indicative impact of the
Buy-Back on VRL and its controlled entities ("VRL Group") and information to assist you to decide
whether or not to sell shares during the Buy-Back Period.

The Buy-Back is consistent with VRL'’s capital management objective of creating a more efficient and
effective capital structure and maximising value for all VRL shareholders. It also provides shareholders
with an opportunity to sell shares in VRL.

The Directors of VRL engaged Grant Samuel & Associates Pty Limited ("Grant Samuel") to prepare a
report containing an independent valuation of VRL's ordinary shares and preference shares and an
independent analysis of the issues you should consider when deciding whether to participate in the Buy-
Back. The Grant Samuel report is attached to this explanatory memorandum. You should note that the
valuation set out in the Grant Samuel report represents Grant Samuel's assessment of the full underlying
value of VRL and is based on a valuation methodology specified by Grant Samuel. The VRL Board has
not endorsed the valuation set out in the Grant Samuel report. Grant Samuel states that its valuation is
appropriate purely in the context of a hypothetical change of control transaction. No such transaction is
currently proposed for VRL. Grant Samuel notes that its valuation does not represent an estimate of the
possible future trading price of VRL'’s ordinary shares or preference shares. In addition, Grant Samuel
notes that estimates of VRL's full underlying value have little bearing on shareholders' evaluation of the
Buy-Back.

VRL’s major shareholder, Village Roadshow Corporation Pty Ltd (“VRC”), is controlled by John Kirby,
Robert Kirby and Graham Burke, each of whom is an Executive Director of VRL (collectively the
“Executive Directors”). VRC and the Executive Directors control approximately 61.4% of VRL'’s ordinary
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shares on issue and no preference shares. VRC and the Executive Directors have confirmed to VRL that
they do not intend to sell any VRL ordinary shares during the Buy-Back period. If 12,690,800 ordinary
shares are bought back, VRC and the Executive Directors’ relevant interest in VRL’s ordinary shares will
increase from approximately 61.4% to 68.2%.

Selling your ordinary shares or preference shares on ASX during the Buy-Back period and therefore
potentially having those shares bought back is voluntary. Please contact your broker if you wish to sell
your shares during the Buy-Back period. If you do not wish to sell your shares during the Buy-Back
period, you do not need to take any action.

Before you decide whether to sell your shares during the Buy-Back period, you should read this
explanatory memorandum (including the Grant Samuel report) and seek professional advice in relation to
your particular circumstances.

Yours sincerely

John Kirby
Chairman
Village Roadshow Limited
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Key questions

1. What s the Buy-Back?

Under the Buy-Back, VRL proposes to buy up to 10.0% of the total number of ordinary shares on
issue and up to 46.1% of the total number of preference shares on issue. VRL may buy shares on
ASX during the Buy-Back period. During this period if shareholders decide to sell their shares on-
market it is possible that all or some of those shares will be bought back. All shares acquired by
VRL on ASX will be subsequently cancelled and this will reduce the total number of VRL shares
on issue.

2. When is the Buy-Back period?

VRL intends to conduct the Buy-Back over a three week period, which is expected to commence
on 9 November 2009 and conclude on 30 November 2009. VRL reserves the right to amend this
timetable at any time and for any reason. VRL may buy back shares at prices, volumes and times
determined by VRL.

3. Whatis the size of the Buy-Back?

VRL intends to buy back up to 12,690,800 ordinary shares (representing 10.0% of the total
number of ordinary shares on issue) and up to 45 million preference shares (representing 46.1%
of the total number of preference shares on issue).

However, VRL reserves the right to buy back less than the maximum amount of shares or not to
buy back any shares at all for any reason.

4.  How much will VRL spend on the Buy-Back?

The amount VRL will spend on the Buy-Back cannot be determined at this time as it depends on
the actual number of ordinary shares and preference shares bought back (refer to question 3) and
the price paid to buy back those shares.

The price paid by VRL will depend on the ‘market price’ and, under Listing Rule 7.33, VRL may
only buy back shares under the Buy-Back at a price which is not more than 5% above the
average of the 'market price' for each of the ordinary shares and preference shares calculated
over the last 5 days in which sales of these shares were recorded before the day on which the
purchase under the Buy-Back is made.

Subject to the ASX Listing Rules, shares may be bought back at prices, volumes and times
determined by VRL to be appropriate from time to time having regard to:

. market conditions;
. the prevailing share price of VRL’s ordinary shares and preference shares;
. liquidity of VRL'’s ordinary shares and preference shares (ie. volumes traded on ASX);
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. alternative uses of funds, such as acquisition opportunities, that may arise during the Buy-
Back period; and

. any other matter considered relevant by VRL at the time.

For further information on the impact of the Buy-Back on VRL, refer to section 7.

What is the impact of the Buy-Back on VRL?

The Buy-Back is expected to have a number of impacts on VRL. In summary, VRL believes it
may:

. increase the VRL Group's net debt, gearing and interest expense;

. reduce the number of ordinary shares and preference shares on issue;

. improve VRL'’s total earnings per share’;

. further reduce liquidity in the trading of VRL’s ordinary shares and preference shares on
ASX;

. reduce VRL'’s representation in the All Ordinaries index; and

. increase the proportionate shareholding of shareholders not participating in the Buy-Back
(including VRC).

For further information on the expected impact of the Buy-Back on VRL, refer to section 7.

Note:

1 Total earnings per share represents net profit attributable to members of VRL excluding material items and
discontinued operations divided by the weighted average total number of ordinary shares and preference shares on
issue.

Why is VRL conducting the Buy-Back?

VRL’s capital management objective is to create a more efficient and effective capital structure
and to maximise value for all VRL shareholders. The Directors believe that the current capital
structure contributes to VRL'’s underlying value not being fully reflected in the market prices for
ordinary shares and preference shares. The Directors also believe that the current capital
structure inhibits the adoption of a more appropriate dividend policy.

The Directors believe that if all of the preference shares on issue were eliminated it would improve
the efficiency of the company’s capital structure and enhance the investment appeal of shares in
VRL given it could:

. remove a redundant class of shares that has low liquidity and a class of share capital that
cannot be expanded;

. result in a capital structure that can facilitate a more appropriate dividend policy;

. address concerns expressed by shareholders in relation to VRL’s dual share class
structure; and

. provide shareholders that wish to sell their preference shares with an opportunity to do so,
depending on the terms of any proposal.

You should note that there is no certainty that the remaining preference shares on issue will be
eliminated or as to the timing or the terms of any such transaction.
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Any decision by the Directors to seek to eliminate the remaining preference shares on issue after
the Buy-Back would be subject to an assessment of all relevant circumstances including, without
limitation, market prices of the preference shares, availability of funding, capital structure,
business plans, operating conditions and alternative uses of capital such as acquisitions and
developments that may arise in the future.

The Buy-Back of up to 45 million preference shares (representing 46.1% of the total number of
preference shares on issue) is consistent with seeking to achieve these objectives over time. The
Buy-Back of up to 12,690,800 ordinary shares (representing 10.0% of the total number of ordinary
shares on issue) is also consistent with seeking to achieve VRL’s capital management objectives
over time and provides the holders of ordinary shares with an opportunity to participate in the Buy-
Back.

For further information on VRL's capital management objectives and the rationale for the Buy-
Back, refer to sections 2.2 and 2.3.

How will VRL fund the Buy-Back?

VRL intends to fund the Buy-Back by increasing its borrowings. VRL has signed a Term Sheet
("VRL Term Sheet") with Australia and New Zealand Banking Group Limited ("ANZ") in relation to
a modification of VRL'’s existing corporate debt facility with ANZ ("the VRL Facility") for the
purpose of funding the Buy-Back.

The VRL Term Sheet includes a number of conditions precedent which must be satisfied or
waived before the facility can be drawn down for the Buy-Back. The conditions precedent include
a condition that Village Cinemas Australia Pty Ltd ("VCA") raises finance under a proposed
syndicated loan refinancing (the "VCA Refinancing"). VCA is a wholly owned subsidiary of VRL
and holds VRL'’s Australian cinema exhibition business.

VCA has received a Term Sheet ("VCA Term Sheet") relating to the VCA Refinancing. The VCA
Term Sheet also includes a number of conditions precedent which must be satisfied or waived
before the VCA Refinancing will occur. These conditions precedent include written consent from
Greater Union (VCA’s main cinema joint venture partner) and certain other joint venture partners
to the security arrangements under the VCA Refinancing.

The terms of the VCA Term Sheet are applicable until 30 October 2009 or such other date as
ANZ agrees, by which time the facility agreement for the VCA Refinancing must have been
executed. Conditions precedent must be satisfied within 28 days of executing the VCA facility
agreement.

VCA has received commitment letters from three banks confirming that they have approved the
VCA Term Sheet and have credit approval to provide finance to VCA. Those letters total $100
million of bank commitments.

On completion of the VCA Refinancing, $45 million will be applied to repay existing VCA debt. A
further $25 million will be applied to permanently reduce the VRL Facility and the remaining
additional funds of approximately $30 million provided by the VCA Refinancing will be available
for the Buy-Back.

The limit on the VRL Facility prior to signing the VRL Term Sheet was $270 million. The VRL
Term Sheet reduces this to $220 million and following completion of the VCA Refinancing this
limit will be reduced to $195 million. The VRL Facility will expire in July 2012, with scheduled
amortisation on an annual basis up to that date.
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10.

11.

12.

The provision of the facilities under the VRL Term Sheet and VCA Term Sheet are subject to
satisfactory documentation, which is currently being negotiated.

VRL expects that the relevant documentation will be finalised and the relevant conditions
precedent will be satisfied or waived prior to the start of the Buy-Back period.

For further information on the indicative impact of the Buy-Back on VRL'’s financial position, net
debt, gearing and credit ratios, refer to section 7.4.

How does the Buy-Back process work?

The Buy-Back will be conducted on ASX and VRL will purchase ordinary shares and preference
shares in the ordinary course of trading, at prices, volumes and times considered appropriate by
VRL.

If you sell your shares on ASX during the Buy-Back period, you will not know whether you are
selling your shares to VRL under the Buy-Back or to any other buyer of the shares.

For further information on how the Buy-Back process works, refer to section 2.4.

May | participate in the Buy-Back?

You may sell shares during the Buy-Back period if you hold or own ordinary shares or preference
shares. If you sell your shares on ASX during the Buy-Back period, you will not know whether you
are selling your shares to VRL under the Buy-Back or to another buyer.

Do | have to participate?
No. The decision to sell your shares during the Buy-Back period is voluntary.

If you choose not to sell and the Buy-Back is completed, the number of VRL shares you hold will
not change as a result of the Buy-Back, but, if VRL has bought back shares, your proportional
shareholding in VRL will increase.

How do | participate in the Buy-Back?

You may participate in the Buy-Back by selling your ordinary shares or preference shares on ASX
during the Buy-Back period. You should contact your broker for details of how to sell your shares.

If you sell your shares during the Buy-Back period, you will not know whether you are selling your
shares to VRL under the Buy-Back or to any other buyer.

Will VRC participate in the Buy-Back?

VRC and the Executive Directors control approximately 61.4% of VRL'’s ordinary shares on issue
and no preference shares. VRC and the Executive Directors have confirmed to VRL that they do
not intend to sell any VRL ordinary shares during the Buy-Back period. If 12,690,800 ordinary
shares are bought back, VRC and the Executive Directors’ relevant interest in VRL'’s ordinary
shares will increase from approximately 61.4% to 68.2%.

For further information on the impact of the Buy-Back on VRC and the Executive Directors’ voting
power, refer to section 6.
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What are the advantages and disadvantages of participating in the Buy-Back?

Selling shares during the Buy-Back period is completely your decision. If you are unsure as to
what to do, you should read this explanatory memorandum and seek professional advice.

This explanatory memorandum has been prepared without taking into account your particular
objectives, financial situation or needs. VRL and the Directors make no recommendation as to
whether you should sell or not.

VRL believes that the potential advantages of selling during the Buy-Back period might include:

. you may consider your VRL shares to be worth less than the price that may be realised
from selling on-market during the Buy-Back period;

. it may provide you with an opportunity to sell a relatively large volume of shares without
negatively impacting the market price for VRL shares;

. it may provide you with an opportunity to eliminate your exposure to the ongoing risks
associated with remaining a VRL shareholder;

. it may provide you with an opportunity to receive cash for your shares;
. you may be able to sell some or all of your shares to suit your own circumstances; and
. the sale price received may be higher than historical trading share prices.

VRL believes that the potential disadvantages of selling during the Buy-Back period might include:

. you may consider your VRL shares to be worth more than the price that may be realised
from selling on-market during the Buy-Back period;

. the sale price received may be lower than historical trading share prices;

. the sale price received is expected to be lower than Grant Samuel's opinion of the value of
ordinary shares and preference shares. You should note that the valuation set out in the
Grant Samuel report represents Grant Samuel's assessment of the full underlying value of
VRL and is based on a valuation methodology specified by Grant Samuel. The VRL Board
has not endorsed the valuation set out in the Grant Samuel report. Grant Samuel states
that its valuation is appropriate purely in the context of a hypothetical change of control
transaction. VRL is not aware of any such transaction currently being proposed for VRL.
The Buy-Back is not a change of control transaction. Grant Samuel notes that its valuation
does not represent an estimate of the possible future trading price of VRL'’s ordinary
shares or preference shares and Grant Samuel expects that VRL shares will trade at a
deep discount to its valuation. In addition, Grant Samuel notes that estimates of full
underlying value have little bearing on shareholders' evaluation of the Buy-Back. For
further information on the Grant Samuel report, refer to section 4 and Appendix A;

. there is a potential transfer of value to continuing shareholders;
. you will not benefit from:

- any future increase (if any) in the market price of VRL shares. As set out in section
1.10, the market price of VRL'’s shares has fluctuated significantly in recent years;

- any future dividends paid by VRL (which may increase or decrease from current
levels); and
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14,

- any offer which may be made for VRL shares in the future. You should note that
there is no certainty that the remaining shares on issue will be eliminated or in
relation to the timing or the terms of any such transaction;

. you will incur brokerage costs from selling on-market; and

. if you sell your shares before 12 November 2009 you will not receive the fully franked final
dividend of $0.06 per ordinary share or $0.09 per preference share in respect of the year
ended 30 June 2009.

For further information on the advantages and disadvantages for participating shareholders, refer
to section 3.1 and the enclosed Grant Samuel report (refer to Appendix A).

What are the advantages and disadvantages of not participating in the Buy-
Back?

Selling during the Buy-Back period is completely your decision. If you are unsure as to what to do,
you should read this explanatory memorandum and seek professional advice.

This explanatory memorandum has been prepared without taking into account your particular
objectives, financial situation or needs. VRL and the Directors make no recommendation as to
whether you should participate or not.

VRL believes that the potential advantages of not selling during the Buy-Back period might
include:

. a potential improvement in total earnings per share;

. there is a potential transfer of value to continuing shareholders;

. in the case of the holders of ordinary shares, your voting power in VRL may increase; and
. you will benefit from:

- any future increase (if any) in the market price of VRL shares. As set out in section
1.10, the market price of VRL'’s shares has fluctuated significantly in recent years;

- the fully franked final dividend of $0.06 per ordinary share and $0.09 per
preference share in respect of the year ended 30 June 2009 and any future
dividends paid by VRL (which may increase or decrease from current levels),
provided you hold your shares on the relevant record date; and

- any offer which may be made for VRL shares in the future. You should note that
there is no certainty that the remaining shares on issue will be eliminated or as to
the timing or terms of any such transaction.

VRL believes that the potential disadvantages of not participating in the Buy-Back might include:

. you will own shares in a company which is expected to have higher net debt, gearing and
interest expense;

. the liquidity of VRL shares on ASX is expected to further decrease;

. VRC'’s voting power is expected to increase;

. VRL is expected to have a reduced representation in the All Ordinaries index; and
. you will remain exposed to the risks associated with being a VRL shareholder.
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15.

For further information on the advantages and disadvantages for non-participating shareholders,
refer to section 3.2 of this explanatory memorandum and the enclosed Grant Samuel report (refer
to Appendix A).

What are the conclusions of the Grant Samuel report?

The Grant Samuel report contains an independent valuation of VRL's ordinary shares and
preference shares and an independent analysis of the issues shareholders should consider when
deciding whether to participate in the Buy-Back. You should note that the valuation set out in the
Grant Samuel report represents Grant Samuel's assessment of the full underlying value of VRL
and is based on a valuation methodology specified by Grant Samuel. The VRL Board has not
endorsed the valuation set out in the Grant Samuel report.

The Grant Samuel report is set out in Appendix A and shareholders should read the entire report.
Valuation

Grant Samuel’s valuation represents a value of $3.69-5.30 for each ordinary share and each
preference share. This valuation represents Grant Samuel’s assessment of the full underlying
value of VRL, that is, the value that could be realised through the sale of 100% of the company in
a change of control transaction. It is based on the aggregate of Grant Samuel's assessment of the
market value of each of the VRL Group's businesses.

When considering Grant Samuel’s valuation, shareholders should note the following statements
made by Grant Samuel in its report:

"VRL shareholders should understand that the valuation is appropriate purely in the
context of a hypothetical change of control transaction. No such transaction is currently
proposed for VRL. Moreover, given the controlling shareholding in VRL of VRC, it appears
reasonable to conclude that it is highly unlikely that minority shareholders will ever be able
to realise the full underlying value of VRL through a change of control transaction.";

. "the valuation does not represent an estimate of the price at which VRL ordinary or
preference shares might trade in the future.”;

. "VRL shareholders should understand in considering whether to participate in the Buy-
Back that it is almost certain that they will never be able to realise full underlying value for
their shares in VRL. Minority holders of ordinary shares and preference shares can only
realise full underlying value in circumstances in which a successful takeover offer is made
for VRL ordinary shares. Given the controlling shareholding of VRC, shareholders’
prospects of realising full underlying value through a takeover offer are remote. It is
possible that VRC could seek to privatise VRL at some future time. However, given VRC's
existing controlling shareholding and the limited prospects of a competitive offer, there
would be no need for any privatisation bid to be made at a price reflecting full underlying
value.";

. "Grant Samuel’s valuation represents an assessment of the full underlying value of VRL. It
does not represent an estimate of the possible future trading price of VRL ordinary or
preference shares.";

. "VRL shares have historically traded at prices substantially lower than Grant Samuel’s
estimate of the underlying value of VRL";
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. "...shareholders should expect that VRL ordinary and preference shares will trade at a
deep discount to underlying value."; and

. "... estimates of underlying value have little bearing on shareholders’ evaluation of the on-
market buy-back. Rather, in considering whether to participate in the on-market buy-back,
the key issue for shareholders is whether there are alternatives that offer a reasonable
prospect of delivering greater value (having regard to the time value of money) than the
price available under the buy-back.".

Shareholders should also note the following statements made by Grant Samuel in its report:

. "the valuation assumes that a third party acquirer of VRL could achieve significant savings
of head office costs, of the order of $20 million per annum. These savings contribute
approximately $0.70-0.80 per share to the valuation. Shareholders should understand that
there is no expectation that these savings will be achieved in the context of VRL
continuing to trade in its current form";

. “"the valuation implicitly assumes the acquisition of VRL by an acquirer that would be able
to refinance or otherwise recapitalise the VRL assets. Effectively, the valuation assumes
away the financial risk (including refinancing risk) inherent in the current VRL structure.
However, this is a real financial risk for VRL shareholders and this risk will be exacerbated
by the proposed share buy-back";

. "whilst all of VRL'’s businesses are broadly in the media and entertainment industries, the
reality is that VRL is a conglomerate of disparate businesses. Its Theme Parks and Radio
businesses have little in common with each other or with VRL'’s other businesses. It is
likely that there would be different natural buyers for different businesses within VRL. The
valuation does not reflect any “conglomerate discount” that might apply, notwithstanding
that it may not be possible to find any buyer prepared to pay full underlying value for each
of VRL's businesses"; and

. "any sale of the interest in Austereo by VRL would give rise to a substantial capital gains
tax liability which has not been taken into account in the estimate of full underlying value".

VRL notes that a sale by the VRL Group of any of its assets could generate a tax liability. The
amount of any such liability would depend on the sale price for the asset, the tax cost base of the
asset and the quantum of tax losses available to the VRL Group to offset any tax liability. The
Grant Samuel valuation does not take into account any such tax liability as it assumes that all of
the shares in VRL are acquired by a third party rather than a disposal of assets by VRL.

VRL believes that a sale of the VRL Group's shareholding in Austereo would generate a tax
liability. The tax cost base of the VRL Group's shareholding in Austereo is negligible. If the VRL
Group sold its entire shareholding in Austereo at the value Grant Samuel attribute to this asset
(being $310-350 million), a taxable gain would arise before taking into account tax losses
available to the VRL Group to reduce such a liability. If such a sale took place VRL may have tax
losses available to it in the relevant year of income and it is noted that at 30 June 2009 VRL had
unbooked carry forward capital losses of approximately $83 million and booked revenue losses of
approximately $89 million. At the current corporate tax rate of 30%, a taxable gain of $310-350
million would generate a tax liability of approximately $93-105 million (or $0.41-0.47 per VRL
share). VRL has no intention of selling its interest in Austereo.

The Grant Samuel report is set out in Appendix A and shareholders should read the entire report.
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Trading value

Grant Samuel states that shareholders should expect that VRL's ordinary shares and preference
shares will trade at a deep discount to full underlying value. Grant Samuel states that factors
which are relevant to the amount of that discount include the following:

. "the 61.4% shareholding of VRC is likely to have a depressing effect on the share price,
both in terms of removing any realistic prospect of a fully priced takeover offer for VRL and
because investors are commonly cautious about exposure to family controlled
companies”;

. "VRL has relatively high levels of debt, particularly by comparison with its equity market
value (although based on earnings and free cash flow levels the gearing is more
reasonable). The valuation of VRL on an underlying value basis essentially assumes that
an acquirer would refinance or otherwise deal with the debt and accordingly the debt level
has no impact on the judgements as to the value of VRL'’s businesses. In terms of
sharemarket values, however, VRL'’s gearing is likely to have a significant effect, with the
financial risk reflected in a lower market rating. This may be exacerbated after the buy-
back to the extent that VRL'’s gearing increases";

. "given the modest free float in VRL shares, there is limited liquidity in both the ordinary
and preference shares. This illiquidity is compounded by the division of VRL’s equity base
into ordinary and preference shares";

. "the “pyramid” structure of VRL, with its controlling 52.52% shareholding in Austereo, is
likely to depress the market values of both Austereo and VRL. In addition, any sale of the
interest in Austereo by VRL would give rise to a substantial capital gains tax liability which
has not been taken into account in the estimate of full underlying value";

. "there is extremely limited analyst coverage of VRL and limited institutional investment
interest";
. "while VRL's overall business interests have been rationalised in recent years, the Film

Production and Music division in particular is difficult to understand and its debt facilities
are subject to refinancing in 2010"; and

. "Grant Samuel’s valuation of VRL assumes that an acquirer could achieve substantial
savings of head office and listed company costs, of the order of $20 million per annum.
However, these costs will continue to be incurred while VRL continues in its current public
company form".

The Grant Samuel report is set out in Appendix A and shareholders should read the entire report.

Evaluation of the Buy-Back

Grant Samuel states that estimates of full underlying value have little bearing on shareholders’
evaluation of the Buy-Back. Rather, in considering whether to participate in the Buy-Back, Grant
Samuel says the key issue for shareholders is whether there are alternatives that offer a
reasonable prospect of delivering greater value (having regard to the time value of money) than
the price available under the Buy-Back. Factors that Grant Samuel says shareholders could
consider include:
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. "recent sharemarket trading prices for VRL ordinary and preference shares";

. "dividend expectations";
. "factors likely to continue to depress trading prices for VRL ordinary and preference
shares:

- VRC's 61.4% controlling shareholding in VRL;
- the relatively high levels of gearing in VRL;

- VRL'’s inefficient capital structure, with the equity base divided as between
ordinary and preference shares, and the limited liquidity in VRL ordinary and
preference shares;

- limited analyst coverage of and institutional interest in VRL;
- the ongoing level of corporate costs that VRL will incur";

- the “pyramid” structure of VRL with its controlling 52.52% shareholding in
Austereo. In addition, any sale of the interest in Austereo by VRL would give rise
to a substantial capital gains tax liability which has not been taken into account in
the estimate of full underlying value;

- the minimal disclosure of earnings in relation to the Film Production and Music
division due to VRL equity accounting its 40.9% interest, and the inherently volatile
nature of the division and complexity of the financing arrangements; and

- the risk that the Buy-Back, to the extent successful, will exacerbate some of these
factors, including further reducing trading liquidity and increasing gearing”;

. "upside factors for the VRL share price:

- VRL's relatively stable earnings and strong underlying cash flows, based on strong
market positions in the VRL'’s key businesses;

- VRL’s leverage to economic recovery;

- the possibility that VRL’s share price will be supported by expectations of further
corporate activity, including the prospect of a buy-out offer for minority
shareholdings"; and

. "the possibility of realising greater value through some future buy-out proposal in the
future. VRL has flagged that following the on-market buy-back it would be interested in
pursuing the acquisition of the outstanding preference shares, although it has not
indicated any timeframe for such a transaction. There is clearly a possibility that at some
point in the future VRC will seek to fully privatise VRL (although there can be no certainty
as to the timing of any privatisation proposal, or whether it will take place at all). Moreover,
to the extent that shares are acquired by VRL under the current (or any future) buy-back
at a significant discount to underlying value, there will be an effective transfer of value to
the remaining shareholdings".

Further, Grant Samuel states that while there is a possibility that shareholders could realise higher
prices through not participating in the Buy-Back and selling their shares at some later time, there
can be no assurance that such a course of action will ultimately realise greater value:
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17.

. "in the absence of speculation regarding further buy-backs or other corporate activity, VRL
shares could again trade at depressed prices, particularly given that such negative factors
as illiquidity and gearing will become more pronounced as a result of the current buy-
back";

. "there can be no certainty that there will be further buy-back proposals or other proposals
to acquire minority shareholdings, or that any such proposals will be at prices higher than
those available under the current buy-back (after adjusting for the time value of money)";
and

. "VRL is subject to a variety of risks that could affect the future value of its businesses,
including technological risks relating to the delivery of film/video content that have the
potential to affect the value of its Cinema Exhibition and Film Distribution businesses.
These business risks are exacerbated by the financial risks associated with VRL's
gearing, capital structure and shareholding structure. Accordingly, VRL'’s equity value
could change, potentially by significant amounts".

Grant Samuel states that holders of VRL's ordinary shares and preference shares will need to
compare the certainty of realising cash value in the short term, as offered by selling your shares
during the Buy-Back Period, with the uncertain prospect of realising superior value in the future.
Judgments in this regard will depend on numerous factors including investors’ risk tolerance,
liquidity requirements, expectations regarding future economic conditions in Australia and
overseas, expectations of the future performance of the VRL Group’s businesses and other
matters. Grant Samuel offers no opinion and makes no recommendation in this regard. You
should seek your own professional advice.

The Grant Samuel report is set out in Appendix A and shareholders should read the entire report.

WIill | receive the 2009 final dividend declared by VRL?

If you sell your shares during the Buy-Back period before 12 November 2009, you will not receive
the fully franked final dividend of $0.06 per ordinary share or $0.09 per preference share in
respect of the year ended 30 June 2009.

The Buy-Back period is scheduled to conclude on 30 November 2009. However, VRL reserves
the right to conclude the Buy-Back period at any time. In addition, VRL has stated a maximum
number of shares it intends to buy back and reserves the right to buy back less than that
maximum amount or none at all.

What are the tax implications for shareholders?

The income tax implications can vary depending on the nature and characteristics of participating
shareholders and their specific circumstances. If you decide to sell during the Buy-Back period,
your particular tax treatment will depend on your own circumstances. It is therefore important that
you seek professional tax advice to take into account your particular circumstances.

For many VRL shareholders, the proceeds received from selling during the Buy-Back period will
be treated as capital for tax purposes (unless shareholders hold their shares on revenue account)
and the tax implications of selling your shares on ASX into the Buy-Back should be the same as if
you were otherwise selling those shares on ASX for the same price.
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These shareholders will:

. make a capital gain if the capital proceeds received for their VRL shares are greater than
the cost base of their VRL shares; or

. make a capital loss if the reduced cost base of their VRL shares is greater than the capital
proceeds received for their VRL shares.

For further information on the tax implications for VRL shareholders, refer to section 8.

What else should | consider?

You should read this explanatory memorandum, which contains details of the proposed Buy-Back,
the potential advantages and disadvantages of the Buy-Back and the indicative impact of the Buy-
Back on VRL.

The Directors of VRL have engaged Grant Samuel to prepare a report containing an independent
valuation of VRL's ordinary shares and preference shares and an independent analysis of the
issues you should consider when deciding whether to sell during the Buy-Back period. The Grant
Samuel report is set out in Appendix A and shareholders should read the entire report. You
should note that the valuation set out in the Grant Samuel report represents Grant Samuel's
assessment of the full underlying value of VRL and is based on a valuation methodology specified
by Grant Samuel. The VRL Board has not endorsed the valuation set out in the Grant Samuel
report. Grant Samuel states that its valuation is appropriate purely in the context of a hypothetical
change of control transaction. VRL is not aware of any such transaction currently being proposed
for VRL. The Buy-Back is not a change of control transaction. Grant Samuel notes that its
valuation does not represent an estimate of the possible future trading price of VRL's ordinary
shares or preference shares. In addition, Grant Samuel notes that estimates of full underlying
value have little bearing on shareholders' evaluation of the Buy-Back.

VRL and the Directors of VRL are not making any recommendation or giving any advice on the
value of VRL shares or whether (or how) you should sell your VRL shares. You should seek your
own professional advice.
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1.2

1.3

About the VRL Group

General description of the VRL Group

The VRL Group first commenced business in 1954 in Melbourne, Australia and VRL has been
listed on the Australian Securities Exchange since 1988. Based in Melbourne, the VRL Group is a
leading international entertainment and media company with core businesses in Theme Parks,
Film Distribution, Cinema Exhibition, Radio and Film Production and Music. All of these
businesses have well recognised retail brands and together they are a diversified portfolio of
entertainment and media assets.

Theme Parks

The VRL Group has been involved in theme parks since 1989 and is Australia’s largest theme
park owner and operator.

On Queensland’s Gold Coast, the VRL Group owns:
. Warner Bros. Movie World;
. Sea World;

. Wet ‘n’ Wild Water World;

. Sea World Resort and Water Park;
. Australian Outback Spectacular; and
. Paradise Country and Warner Roadshow Studios.

The VRL Group’s attractions include:

. Sydney Aquarium;

. Sydney Wildlife World,;

. Sydney Tower Observatory and Sky Tower;

. Shark Dive Extreme at Manly Oceanworld; and

. the tourist fauna park, Koala Gallery on Hamilton Island, Queensland.

The VRL Group’s overseas theme parks and attractions include:

. Kelly Tarlton’s Antarctic Encounter and Underwater World in Auckland, New Zealand;
. Wet ’'n’ Wild Water World in Kapolei, Hawaii, USA; and

. Wet 'n” Wild Water World in Phoenix, Arizona, USA.

Film Distribution

Originally started by the VRL Group in the late 1960’s, Roadshow Films has grown into
Australasia’s largest independent film distributor — distributing films to all cinemas nationally and
DVDs to major retailers.

Roadshow Films is a leading distributor of filmed entertainment in Australia. Roadshow Films
enjoys long standing distribution agreements and relationships with key film suppliers, such as
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1.6

1.7

Warner Bros. (since 1971), ABC, BBC, The Weinstein Company and Village Roadshow Pictures.
The VRL Group also has film distribution operations in Singapore.

Cinema Exhibition

Showing movies has a long tradition within the VRL Group, having started in 1954 with drive—in
cinemas. Today Village Cinemas jointly owns and operates 514 cinema screens across 51 sites in
Australia and has 73 cinema screens at 9 sites in Singapore and 15 cinema screens at 2 sites at
Village Roadshow Gold Class Cinemas in the United States. The VRL Group continues to lead
industry trends including stadium seating, digital projection, 3D blockbuster movies and the
growth category of premium cinemas (Gold Class).

In Australia, the multiplex cinema screens are predominantly jointly owned (50%) with Greater
Union (a wholly owned subsidiary of Amalgamated Holdings Limited).

Radio

The VRL Group started Australia’s first FM radio station, 2Day FM, in 1979. Now, through a
majority shareholding of 52.52% in ASX listed Austereo, the VRL Group controls Australia’s
leading FM radio networks, Today FM and Triple M.

With two radio stations in each key mainland capital city and a strong line-up of stars driving
continued rating success, Austereo has over 4.5 million radio listeners* with leading radio stations
in Sydney, Melbourne, Brisbane, Adelaide, Perth, Canberra and Newcastle. With over one million
monthly unique browsers online, Austereo is also number one in the online radio category.™*

*Source: Nielsen Media Research — survey 6, 2009

**Source: Nielsen NetRatings

Film Production and Music

The VRL Group has been involved in film production since the 1960’s. Currently VRL has a 40.9%
interest in Village Roadshow Entertainment Group (“VREG”) which owns:

. Hollywood movie producer, Village Roadshow Pictures (“VRP”). Since its inception in
1998, VRP has produced 62 films with global box office takings of approximately US$9.3
billion, including blockbuster hits such as The Matrix trilogy, the Ocean'’s trilogy, Charlie
and the Chocolate Factory, Happy Feet, | Am Legend, Get Smart, and, most recently,
Gran Torino; and

. Concord Music Group, the world’s largest independent music company, with a catalogue
of over 5,000 albums, including titles by artists such as Ray Charles, Creedence
Clearwater Revival and Little Richard.

VRL's 2009 results

On 27 August 2009, VRL announced an attributable operating profit after tax before material
items and discontinued operations for the year ended 30 June 2009 of $58.5 million, compared to
$51.9 million for the prior year.

EBITDA from operations grew 4.2% to $247.4 million compared to $237.4 million for the prior
year.
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The key points from the 2009 results were:

. improved trading in Theme Parks, Australian Cinema Exhibition and Film Distribution,
slightly offset by a decline in trading in Radio;

. successful launch of Phoenix Wet ‘n” Wild;

. the conditional sale (regulatory and other approvals pending) of Greece operations which
will generate approximately $80 million of cash proceeds;

. an interim dividend of 3.75 cents per share fully franked, paid in July 2009;

. a final dividend of 6 cents per ordinary share and 9 cents per preference share fully
franked, which is expected to be paid in December 2009;

. a disappointing result from Gold Class USA compared to a positive impact from other
Exhibition territories; and

. the impairment of the carrying value of assets including goodwill relating to acquisition of
Sydney Attractions Group.

For further information on VRL’s 2009 results, refer to VRL'’s statutory accounts which were
provided to ASX on 14 September 2009.

Recent ASX announcements

On 10 August 2009, VRL announced that it had been approached by VRC and informed that VRC
was working on a proposal for the potential privatisation of VRL. VRC informed VRL that its work
on the privatisation proposal was substantially incomplete and a number of key issues were yet to
be finalised, including terms of any proposal and funding for any proposal.

On 24 August 2009, VRL announced that it had been informed by VRC that VRC was no longer
working on a proposal for the potential privatisation of VRL. VRC told VRL that it did not intend to
make a privatisation proposal for various reasons including its inability to arrange finance on
terms acceptable to VRC.

VRL also announced on 24 August 2009 that it would consider alternative capital management
strategies in due course and this was referred to again in VRL’s 2009 results announcement of 27
August 2009 and statutory accounts dated 14 September 2009.

On 23 September 2009, VRL announced that Directors had resolved not to exercise VRL’s option
to acquire the land and business of Aussie World on the Sunshine Coast in Queensland. After
extensive research, review and planning, VRL considers that when compared with other
opportunities available, the potential returns do not justify the level of investment for the world
class water park which would be required to deliver a significant destination site. There will be no
material impact on VRL'’s financial position or results.

On 30 September 2009, VRL announced that discussions in relation to assigning to a third party
its US$45 million loan to VREG had ceased. VREG plans to extend the film financing facility
which its VRP division currently has in place and is considering a number of strategic initiatives,
including potential new partners. As part of the extension VREG is likely to seek additional
funding, including from existing shareholders. VREG is aiming to conclude the finance extension
during the first quarter of 2010. Funding of future films is dependent on the successful re-
negotiation of the film finance facility, currently expiring in September 2010. VRP is confident a
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longer term film finance facility will be negotiated which will allow for the financing of the current
line-up of films in development.

VRL expects to commit in the long term its total combined investment (including its 40.9% equity
interest and US$45 million loan) in VREG in an appropriate form going forward, in order to
facilitate the VRP refinancing. The VRL Board will consider any actual funding proposal at the
appropriate time.

On 5 October 2009, VRL announced it had completed the sale of its Greece operations to a
private European investor. The net cash from the sale was approximately $80 million and the
profit after tax arising from the sale was approximately $20 million.

For a copy of VRL’s recent ASX announcements, go to www.villageroadshow.com.au

1.9 Further material developments and update on matters in progress

The VRL Group continues to seek to expand its water park business, both in Australia and the
United States. VRL is exploring a number of opportunities in relation to both new and existing
water parks. VRL is negotiating to develop a potential new water park in Florida, USA and is
investigating several other water park opportunities in the USA. In Australia, while VRL is no
longer pursuing a water park on the Sunshine Coast, it is seeking to develop a potential new
water park to complement its existing Wet 'n' Wild on the Gold Coast. The development or
acquisition of any of these water parks is not assured and is dependent upon a number of
conditions, including finance.

1.10 Share price information
€) Ordinary shares

As at the date of this explanatory memorandum, VRL has 126,908,449 ordinary shares on issue.

The trading price and volumes of ordinary shares traded in recent months may have been
impacted by VRL’s announcements of 10 August 2009 and 24 August 2009 regarding the
approach from VRC in relation to a potential privatisation of VRL and VRL’s consideration of
alternative capital management strategies as set out in section 1.8.

Figure 1 sets out recent trading information for VRL ordinary shares prior to the announcement of
the Buy-Back and prior to the announcement of the approach from VRC in relation to a potential
privatisation of VRL.
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Figure 1 Ordinary shares trading information

Pre Buy-Back Pre privatisation
announcement announcement
Period ending Period ending
21 October 2009" 7 August 2009°
Closing price $1.50 $1.19
5 day VWAP $1.51 $1.19
10 day VWAP $1.50 $1.09
20 day VWAP $1.54 $1.03
60 day VWAP $1.35 $1.00

Notes:
1 Represents the trading day two days prior to the announcement of the Buy-Back

2 Represents the last trading day prior to the announcement of the approach from VRC in relation to a potential
privatisation of VRL

For the six months prior to the announcement of the Buy-Back, the average daily trading volume
of VRL ordinary shares was 53,119, representing a turnover of approximately 0.04% of the VRL

ordinary shares listed on ASX.

Figure 2 sets out the daily share volume traded and closing share price of VRL ordinary shares
between 1 September 2007 and 21 October 2009.

Figure 2 VRL ordinary shares—share price and volume
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(b) Preference shares

As at the date of this explanatory memorandum, VRL has 97,655,451 preference shares on issue.
The terms of issue of the preference shares are set out in VRL'’s constitution and the original
prospectus for the issue of the preference shares.

The trading price and volumes of preference shares traded in recent months may have been
impacted by VRL’s announcements of 10 August 2009 and 24 August 2009 regarding the
approach from VRC in relation to a potential privatisation of VRL and VRL’s consideration of
alternative capital management strategies as set out in section 1.8.

Figure 3 sets out recent trading information for VRL preference shares prior to the announcement
of the Buy-Back and prior to the announcement of the approach from VRC in relation to a
potential privatisation of VRL.

Figure 3 Preference shares trading information
Pre Buy-Back Pre privatisation
announcement announcement
Period ending Period ending
21 October 2009" 7 August 2009?
Closing price $1.445 $0.77
5 day VWAP $1.42 $0.75
10 day VWAP $1.41 $0.66
20 day VWAP $1.41 $0.63
60 day VWAP $1.11 $0.63
Notes:
1 Represents the trading day two days prior to the announcement of the Buy-Back

2 Represents the last trading day prior to the announcement of the approach from VRC in relation to a potential
privatisation of VRL

For the six months prior to the announcement of the Buy-Back, the average daily trading volume
of VRL preference shares was 261,199, representing a turnover of approximately 0.27% of the
VRL preference shares listed on ASX.
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Figure 4 sets out the daily share volume traded and closing share price of VRL preference shares
between 1 September 2007 and 21 October 2009.

Figure 4 VRL preference shares—share price and volume
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1.11 Top 10 shareholders and Directors' interests
As at 18 September 2009 the 10 largest shareholders in VRL were as follows:

Ordinary shares

Name of holder Shares % Rank
Village Roadshow Corporation Pty Limited 74,517,432 58.72 1
Credit Suisse Securities (Europe) Ltd <Collateral A/C> 7,600,000 5.99 2
Brispot Nominees Pty Ltd <House Head Nominee No 1A/C> 6,081,053 4.79 3
National Nominees Limited 4,616,579 3.64 4
J P Morgan Nominees Australia Limited 4,561,574 3.59 5
Pan Australian Nominees Pty Limited 4,173,114 3.29 6
Citicorp Nominees Pty Limited 2,872,136 2.26 7
Feta Nominees Pty Limited 1,616,600 1.27 8
Mr Graham William Burke 1,341,920 1.06 9
Mr Peter Edwin Foo 1,000,000 0.79 10
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Preference shares

Name of holder Shares % Rank
HSBC Custody Nominees (Australia) Limited 17,565,164 17.99 1
Citicorp Nominees Pty Limited 15,592,964 15.97 2
National Nominees Limited 10,261,687 10.51 3
UBS Nominees Pty Ltd 4,488,073 4.60 4
ANZ Nominees Limited <Cash Income A/C> 4,091,514 4.19 5
UBS Nominees Pty Ltd <Pb Seg A/C> 3,891,848 3.99 6
J P Morgan Nominees Australia Limited 3,292,685 3.37 7
Ravenscourt Pty Ltd 3,125,502 3.20 8
Australian United Investment Company Limited 2,000,000 2.05 9
Beta Gamma Pty Ltd <Walsh Street Superfund A/C> 1,900,000 1.95 10

As at 18 September 2009 the substantial shareholders in VRL were as follows:

Ordinary shares

Name of holder Shares % Rank
Village Roadshow Corporation Pty Limited 77,859,352 61.35 1
UBS Nominees Limited 10,188,802 6.06* 2
Credit Suisse Holdings (Australia) Limited 7,083,726 5.58 3

*Based on most recent substantial shareholding notice lodged on 23 December 2005.

As at 18 September 2009 the relevant interests of the Directors of VRL in the shares, options and
'in substance options' of VRL and related bodies corporate were as follows:

VRL Austereo

Ordinary Preference Ordinary Ordinary
Name of Director shares shares options shares
John R. Kirby 77,859,352 - — 181,093,856
Robert G. Kirby 77,859,352 - - 181,093,856
Graham W. Burke 77,859,352 - 6,000,000 181,093,856
Peter M. Harvie 257,400 242,900 1,030,001
Peter D. Jonson 20,000 37,000 - -
D. Barry Reardon 10,000 8,552 - -

David J. Evans 80,000 - - -
Robert Le Tet - - — _

About the Buy-Back

Details of the Buy-Back

VRL intends to buy back up to 12,690,800 ordinary shares (representing 10.0% of the total
number of ordinary shares on issue) and up to 45 million preference shares (representing 46.1%
of the total number of preference shares on issue).
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VRL intends to conduct the Buy-Back over a three week period, which is expected to commence
on 9 November 2009 and conclude on 30 November 2009. VRL reserves the right to amend this
timetable at any time and for any reason.

Subject to the ASX Listing Rules, shares will be bought back at prices, volumes and times
determined by VRL to be appropriate from time to time having regard to:

. market conditions;

. the prevailing share price of VRL's ordinary shares and preference shares;

. liquidity of VRL's ordinary shares and preference shares (ie. volumes traded on ASX);

. alternative uses of funds, such as acquisition opportunities, that may arise during the Buy-

Back period; and
. any other matter considered relevant by VRL at the time.

Trading in ordinary shares and preference shares will continue on ASX before, during and after
the Buy-Back period.

Any shares acquired by VRL will be immediately cancelled.

VRL reserves the right to buy back less than the maximum amount of shares or not to buy back
any shares at all for any reason. If less than the maximum amount is bought back, VRL has the
flexibility to determine the proportion of ordinary shares and preference shares which are bought
back.

VRL's capital management objectives

VRL'’s capital management objective is to create a more efficient and effective capital structure
and to maximise value for all VRL shareholders. The Directors believe that the current capital
structure contributes to VRL'’s underlying value not being fully reflected in the market prices for
ordinary shares and preference shares. The Directors also believe that the current capital
structure inhibits the adoption of a more appropriate dividend policy.

The Directors believe that if all of the preference shares on issue were eliminated it would improve
the efficiency of the company’s capital structure and enhance the investment appeal of shares in
VRL given it could:

. remove a redundant class of shares that has low liquidity and a class of share capital that
cannot be expanded;

. result in a capital structure that can facilitate a more appropriate dividend policy;

. address concerns expressed by shareholders in relation to VRL’s dual share class
structure; and

. provide shareholders that wish to sell their preference shares with an opportunity to do so,
depending on the terms of any proposal.

Shareholders should note that there is no certainty that the remaining preference shares on issue
will be eliminated or in relation to the timing or the terms of any such transaction.

Any decision by the Directors to seek to eliminate the remaining preference shares on issue after
the Buy-Back would be subject to an assessment of all relevant circumstances including, without
limitation, market prices of the preference shares, availability of funding, capital structure,
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business plans, operating conditions and alternative uses of capital such as acquisitions and
developments that may arise in the future.

The Buy-Back of up to 45 million preference shares (representing 46.1% of the total number of
preference shares on issue) is consistent with seeking to achieve these objectives over time. The
Buy-Back of up to 12,690,800 ordinary shares (representing 10.0% of the total number of ordinary
shares on issue) is also consistent with seeking to achieve VRL’s capital management objectives
over time and provides the holders of ordinary shares with an opportunity to participate in the Buy-
Back.

Rationale for the Buy-Back
@) Directors' consideration of using capital for other purposes

The Directors considered a range of alternative uses of VRL's capital, including:
. further acquisitions or investments; and
. utilisation of debt facilities.

Further acquisitions or investments

Given:
. the prices at which ordinary shares and preference shares have recently traded; and
. the Directors' knowledge and understanding of the VRL Group's operations relative to

potential acquisition or investment opportunities,

and having considered the relative risks and rewards weighed against the objective of creating a
more efficient and effective capital structure and maximising value for all VRL shareholders, the
Directors do not consider that further acquisitions or investments would be a better use of capital
than the Buy-Back at this time. However, VRL will continue to assess acquisition opportunities as
they arise, including during the Buy-Back period. The Directors consider that the Buy-Back would
provide attractive returns to VRL and enhance earnings per share (refer to section 7.3).

Utilisation of debt facilities

The Directors believe that utilising VRL’s debt facilities in implementing the Buy-Back can provide
greater benefits for shareholders as the objective of creating a more efficient and effective capital
structure is considered to be an appropriate use of funds.

On 5 October 2009, VRL announced that it had received net proceeds of approximately $80
million from the sale of the VRL Group's Greece operations, which substantially account for funds
required to complete the Buy-Back. Section 7.4 illustrates that the indicative impact, when taking
both the Buy-Back and the sale of the VRL Group's Greece and Czech Republic operations into
account (under the assumptions set out in section 7.2(c)), on VRL's credit ratios as at 30 June
2009 is minimal.

(b) Directors' consideration of other methods of returning capital

The Directors considered a number of other ways to return capital to shareholders (including
capital reductions and special dividends) and concluded that the Buy-Back is the most effective
and efficient way to deliver benefits to all shareholders.
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The Buy-Back gives shareholders a choice to either participate in a return of capital or to retain
their interest in VRL and continue to be subject to the benefits and investment risks associated
with share ownership.

The Directors concluded that the Buy-Back offers both participating and non-participating
shareholders advantages which are not available from other methods of returning capital at this
time, including:

. the flexibility available to each shareholder to sell some or all of their shares to suit each of
their own circumstances;

. a mechanism under which shareholders may be able to sell VRL shares without
negatively impacting the market price of shares in VRL;

. the potential to benefit through improved total earnings per share for remaining VRL
shareholders; and

. moving towards a more efficient and effective capital structure.

In addition, the Directors believe the proposed Buy-Back compares favourably with alternative
uses of capital as the Buy-Back can be implemented quickly. Implementation of the Buy-Back is
simpler compared with other capital return mechanisms such as off-market buy-backs and pro-
rata capital returns.

Shareholders who wish to sell their shares on-market should note that there is no assurance as to
the price, volume or timing of sales as these factors depend on market dynamics which are not
within the control or influence of VRL.

How the Buy-Back will be conducted
The Buy-Back of shares by VRL will be conducted:

. on ASX; and
. in the ordinary course of trading.

Under the Buy-Back:

. there cannot be any pre-arrangements between VRL and any shareholder;
. VRL must show complete indifference between sellers of shares; and
. no special crossings between VRL and any shareholders are permitted.

Under Listing Rule 7.33 VRL may only buy back shares under the Buy-Back at a price which is
not more than 5% above the average of the 'market price' for each of the ordinary shares and
preference shares calculated over the last 5 days in which sales of these shares were recorded
before the day on which the purchase under the Buy-Back is made. The 'market price' is the
closing price on ASX's Trading Platform excluding special crossings, overnight sales and
exchange traded option exercises.

Shareholders who wish to participate in the Buy-Back will not know whether they are selling their
shares to VRL under the Buy-Back or to any other buyer on ASX.
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2.6

3.1

Timetable

The timetable for the Buy-Back is as follows:

Date Event

23 October 2009 Buy-Back announced

9 November 2009 Buy-Back period commences
30 November 2009 Buy-Back period concludes

VRL reserves the right to amend this timetable at any time and for any reason. Any amendments
will be notified to shareholders via an announcement to ASX.

VRL may buy back shares at prices, volumes and times determined by VRL.

How to participate

Shareholders may participate in the Buy-Back by selling their ordinary shares or preference
shares on ASX during the Buy-Back period (refer to section 2.1). The price received for any sale
will be the prevailing market price at the time of sale.

Shareholders should contact their broker for details of how to participate.

Advantages and disadvantages of the Buy-Back

Advantages and disadvantages of the Buy-Back for participating shareholders
@) Advantages

VRL believes that the potential advantages for shareholders that participate in the Buy-Back (ie.
shareholders that sell their ordinary shares or preference shares during the Buy-Back period)
include those set out below.

(i) Sale price received may be higher than the value shareholders attribute

The Buy-Back may provide shareholders with an opportunity to sell their VRL shares for a price
which is greater than or equal to their assessment of the value of a VRL share.

(i) Potential liquidity event

Both the ordinary shares and preference shares have had a low volume of shares traded in recent
years (refer to section 1.10). The Buy-Back has the potential to provide a mechanism for
shareholders to sell a large volume of VRL shares without negatively impacting the market price
of VRL shares.

(iii) No exposure to the ongoing risks associated with remaining a VRL shareholder

Shareholders who sell their shares during the Buy-Back period will no longer continue to be
subject to the risks associated with owning VRL's ordinary shares or preference shares. As set
out in section 1.10, the market price of VRL'’s shares has fluctuated significantly in recent years
and remaining shareholders will be exposed to any future decline in the market price of VRL
shares or reduction in future dividends.

Explanatory memorandum | page 28



(iv) Cash proceeds and simple process

The Buy-Back is a simple process and provides VRL shareholders with the opportunity to receive
cash proceeds for their ordinary shares or preference shares.

(v) Shareholders can tailor their sale of shares

The Buy-Back provides shareholders with an opportunity to sell some or all of their shares to suit
their own circumstances. Shareholders can choose whether to sell their shares and how many of
their VRL shares to sell.

(vi) Sale price received may be higher than historical trading share prices

The price at which shares are bought back may exceed the prices at which VRL'’s ordinary shares
and preference shares have traded historically (refer to section 1.10). The trading price and
volumes of ordinary shares and preference shares traded in recent months may have been
impacted by VRL’s announcements of 10 August 2009 and 24 August 2009 regarding the
approach from VRC in relation to a potential privatisation of VRL and VRL’s consideration of
alternative capital management strategies as set out in section 1.8.

To the extent that VRL shareholders sell their shares during the Buy-Back period, they may
receive greater value than if they were to sell on-market in the absence of the Buy-Back.

Shareholders who wish to sell their shares on-market should note that there is no assurance as to
the price, volume or timing of sales as these factors depend on market dynamics which are not
within the control or influence of VRL.

(b) Disadvantages

VRL believes that the potential disadvantages for shareholders that participate in the Buy-Back
(ie. shareholders that sell their ordinary shares or preference shares during the Buy-Back period)
include those set out below.

0] Sale price received may be lower than the value shareholders attribute

VRL shareholders may consider their shares to be worth more than the price that may be realised
from selling on-market during the Buy-Back period.

(i) Sale price received may be lower than historical trading share prices

The price at which shares are bought back may be lower than the prices at which VRL'’s ordinary
shares and preference shares have traded historically (refer to section 1.10). The trading price
and volumes of ordinary shares and preference shares traded in recent months may have been
impacted by VRL’s announcements of 10 August 2009 and 24 August 2009 regarding the
approach from VRC in relation to a potential privatisation of VRL and VRL’s consideration of
alternative capital management strategies as set out in section 1.8.

(iii) Sale price received is expected to be lower than Grant Samuel’s valuation range

The sale price received is expected to be lower than Grant Samuel's opinion of the value of
ordinary shares and preference shares. Shareholders should note that the valuation set out in the
Grant Samuel report represents Grant Samuel's assessment of the full underlying value of VRL
and is based on a valuation methodology specified by Grant Samuel. The VRL Board has not
endorsed the valuation set out in the Grant Samuel report. Grant Samuel states that its valuation
is appropriate purely in the context of a hypothetical change of control transaction. VRL is not
aware of any such transaction currently being proposed for VRL. The Buy-Back is not a change of
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3.2

control transaction. Grant Samuel notes that its valuation does not represent an estimate of the
possible future trading price of VRL's ordinary shares or preference shares. In addition, Grant
Samuel notes that estimates of full underlying value have little bearing on shareholders'
evaluation of the Buy-Back.

For further information on the Grant Samuel report, refer to section 4 and Appendix A.
(iv) Potential transfer of value to continuing shareholders

To the extent that shares are acquired by VRL at a discount to their underlying value there may
be a transfer of value to the continuing shareholders.

(v) No exposure to the potential benefits of remaining a VRL shareholder
Shareholders who sell their VRL shares during the Buy-Back period will not benefit from:

. any future increase (if any) in the market price of VRL shares. As set out in section 1.10,
the market price of VRL’s shares has fluctuated significantly in recent years;

. any future dividends paid by VRL (which may increase or decrease from current levels);
and
. any offer which may be made for VRL shares in the future. Shareholders should note that

there is no certainty that the remaining shares on issue will be eliminated or in relation to
the timing or the terms of any such transaction.

(vi) Brokerage costs
Shareholders who sell on-market will incur brokerage costs.
(vii) No 2009 final dividend

Shareholders who sell their shares before 12 November 2009 will not receive the fully franked
final dividend of $0.06 per ordinary share and $0.09 per preference share in respect of the year
ended 30 June 2009.

Advantages and disadvantages of the Buy-Back for continuing shareholders
@) Advantages

VRL believes that the potential advantages for shareholders that do not participate in the Buy-
Back (ie. shareholders that do not sell their shares during the Buy-Back period) include those set
out below.

0] Potential improvement in total earnings per share

The Buy-Back has the potential to improve total earnings per share. This may lead to an increase
in the value of VRL shares.

For further information on the indicative impact of the Buy-Back on earnings per share, refer to
section 7.3.
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(i) Potential transfer of value to continuing shareholders

To the extent that shares are acquired by VRL at a discount to their underlying value there may
be a transfer of value to the continuing shareholders.

(iii) Increased voting power

To the extent a shareholder chooses not to sell, the number of VRL shares held will not change
as a result of the Buy-Back, but, if VRL buys back shares, the shareholder’s proportional holding
in VRL will increase.

(iv) Maintain an exposure to the potential benefits of remaining a VRL shareholder
Shareholders who do not sell their VRL shares during the Buy-Back period will benefit from:

. any future increase (if any) in the market price of VRL shares. As set out in section 1.10,
the market price of VRL'’s shares has fluctuated significantly in recent years;

. the fully franked final dividend of $0.06 per ordinary share and $0.09 per preference share
in respect of the year ended 30 June 2009 and any future dividends paid by VRL (which
may increase or decrease from current levels), provided shareholders hold their shares on
the relevant record date; and

. any offer which may be made for VRL shares in the future. Shareholders should note that
there is no certainty that the remaining shares on issue will be eliminated or as to the
timing or terms of any such transaction.

(b) Disadvantages

VRL believes that the potential disadvantages for shareholders that do not participate in the Buy-
Back (ie. shareholders that do not sell their shares during the Buy-Back period) include those set
out below.

0] Increase in VRL'’s net debt, gearing and interest expense

To the extent that ordinary shares and preference shares are acquired under the Buy-Back, this
will result in an increase in VRL'’s net debt and gearing and a reduction in equity. Consequently,
shareholders who do not participate in the Buy-Back and retain their VRL shares will own shares
in a company which has higher gearing than prior to the Buy-Back being implemented.

The Directors believe that undertaking the Buy-Back, while increasing VRL's net debt levels, is in
the best interests of shareholders.

For further information on the indicative impact of the Buy-Back on the VRL Group's financial
position, net debt, gearing and credit ratios, refer to section 7.4.

(i) Reduced liquidity

Those VRL shares bought back will be subsequently cancelled. This will reduce the total number
of VRL shares on issue and may further decrease liquidity on ASX. For further information on the
volume of ordinary shares and preference shares historically traded, refer to section 1.10.

(iii) Increase in VRC'’s voting power

VRC and the Executive Directors control approximately 61.4% of VRL'’s ordinary shares on issue
and no preference shares. VRC and the Executive Directors have confirmed to VRL that they do

not intend to sell any VRL ordinary shares during the Buy-Back period. If VRL buys back ordinary
shares, the voting power of VRC and the Executive Directors will increase. For further information
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on the participation of VRC and the impact of the Buy-Back on VRC'’s voting power in VRL, refer
to section 6.

(iv) Reduced representation in the All Ordinaries index

If VRL’'s market capitalisation falls as a result of the Buy-Back, this may cause a reduction in
VRL'’s representation in the All Ordinaries index. VRL'’s ordinary shares and preference shares
each currently represent approximately 0.01% of the All Ordinaries index respectively. Given the
very small proportion of this index that VRL represents, any decrease in VRL's representation in
the All Ordinaries index is also expected to be proportionately small. Regardless, this may result
in lower liquidity.

(v) Remain exposed to the risks associated with being a VRL shareholder

Shareholders who do not sell their shares during the Buy-Back period will continue to be subject
to the risks associated with owning VRL's ordinary shares or preference shares. As set out in
section 1.10, the market price of VRL’s shares has fluctuated significantly in recent years and
remaining shareholders are exposed to any future decline in the market price of VRL shares or
reduction in future dividends.

The Grant Samuel report

The Directors of VRL engaged Grant Samuel to prepare a report containing an independent
valuation of VRL's ordinary shares and preference shares and an independent analysis of the
issues shareholders should consider when deciding whether to participate in the Buy-Back. The
Grant Samuel report is based on a valuation methodology specified by Grant Samuel. The VRL
Board has not endorsed the valuation set out in the Grant Samuel report.

The Grant Samuel report is set out in Appendix A and shareholders should read the entire report.
Valuation

Grant Samuel’s valuation represents a value of $3.69-5.30 for each ordinary share and each
preference share. This valuation represents Grant Samuel’s assessment of the full underlying
value of VRL, that is, the value that could be realised through the sale of 100% of the company in
a change of control transaction. It is based on the aggregate of Grant Samuel's assessment of the
market value of each of the VRL group's businesses.

When considering Grant Samuel’s valuation, shareholders should note the following statements
made by Grant Samuel in its report:

. "VRL shareholders should understand that the valuation is appropriate purely in the
context of a hypothetical change of control transaction. No such transaction is currently
proposed for VRL. Moreover, given the controlling shareholding in VRL of VRC, it appears
reasonable to conclude that it is highly unlikely that minority shareholders will ever be able
to realise the full underlying value of VRL through a change of control transaction”;

. "the valuation does not represent an estimate of the price at which VRL ordinary and
preference shares might trade in the future";

. "VRL shareholders should understand in considering whether to participate in the Buy-
Back that that it is almost certain that they will never be able to realise full underlying value
for their shares in VRL. Minority holders of ordinary shares and preference shares can
only realise full underlying value in circumstances in which a successful takeover offer is
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made for VRL ordinary shares. Given the controlling shareholding of VRC, shareholders’
prospects of realising full underlying value through a takeover offer are remote. It is
possible that VRC could seek to privatise VRL at some future time. However, given VRC's
existing controlling shareholding and the limited prospects of a competitive offer, there
would be no need for any privatisation bid to be made at a price reflecting full underlying
value";

"Grant Samuel's valuation represents an assessment of the full underlying value of VRL. It
does not represent an estimate of the possible future trading price of VRL's ordinary
shares or preference shares”;

"VRL shares have historically traded at prices substantially lower than Grant Samuel’s
estimate of the underlying value of VRL";

"... shareholders should expect that VRL ordinary and preference shares will trade at a
deep discount to underlying value"; and

"... estimates of underlying value have little bearing on shareholders’ evaluation of the on-
market buy-back. Rather, in considering whether to participate in the on-market buy-back,
the key issue for shareholders is whether there are alternatives that offer a reasonable
prospect of delivering greater value (having regard to the time value of money) than the
price available under the buy-back.".

Shareholders should also note the following statements made by Grant Samuel in its report:

"the valuation assumes that a third party acquirer of VRL could achieve significant savings
of head office costs, of the order of $20 million per annum. These savings contribute
approximately $0.70-0.80 per share to the valuation. Shareholders should understand that
there is no expectation that these savings will be achieved in the context of VRL
continuing to trade in its current form";

"the valuation implicitly assumes the acquisition of VRL by an acquirer that would be able
to refinance or otherwise recapitalise the VRL assets. Effectively, the valuation assumes
away the financial risk (including refinancing risk) inherent in the current VRL structure.
However, this is a real financial risk for VRL shareholders and this risk will be exacerbated
by the proposed share buy-back";

"whilst all of VRL'’s businesses are broadly in the media and entertainment industries, the
reality is that VRL is a conglomerate of disparate businesses. Its Theme Parks and Radio
businesses have little in common with each other or with VRL'’s other businesses. It is
likely that there would be different natural buyers for different businesses within VRL. The
valuation does not reflect any “conglomerate discount” that might apply, notwithstanding
that it may not be possible to find any buyer prepared to pay full underlying value for each
of VRL’s businesses"; and

"any sale of the interest in Austereo by VRL would give rise to a substantial capital gains
tax liability which has not been taken into account in the estimate of full underlying value".

VRL notes that a sale by the VRL Group of any of its assets could generate a tax liability. The
amount of any such liability would depend on the sale price for the asset, the tax cost base of the
asset and the quantum of tax losses available to the VRL Group to offset any tax liability. The
Grant Samuel valuation does not take into account any such tax liability as it assumes that all of
the shares in VRL are acquired by a third party rather than a disposal of assets by VRL.
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VRL believes that a sale of the VRL Group's shareholding in Austereo would generate a tax
liability. The tax cost base of the VRL Group's shareholding in Austereo is negligible. If the VRL
Group sold its entire shareholding in Austereo at the value Grant Samuel attribute to this asset
(being $310-350 million), a taxable gain would arise before taking into account tax losses
available to the VRL Group to reduce such a liability. If such a sale took place VRL may have tax
losses available to it in the relevant year of income and it is noted that at 30 June 2009 VRL had
unbooked carry forward capital losses of approximately $83 million and booked revenue losses of
approximately $89 million. At the current corporate tax rate of 30%, a taxable gain of $310-350
million would generate a tax liability of approximately $93-105 million (or $0.41-0.47 per VRL
share). VRL has no intention of selling its interest in Austereo.

The Grant Samuel report is set out in Appendix A and shareholders should read the entire report.

Trading value

Grant Samuel states that shareholders should expect that VRL's ordinary shares and preference
shares will trade at a deep discount to full underlying value. Grant Samuel states that factors
which are relevant to the amount of that discount include the following:

. "the 61.4% shareholding of VRC is likely to have a depressing effect on the share price,
both in terms of removing any realistic prospect of a fully priced takeover offer for VRL and
because investors are commonly cautious about exposure to family controlled
companies”;

. "VRL has relatively high levels of debt, particularly by comparison with its equity market
value (although based on earnings and free cash flow levels the gearing is more
reasonable). The valuation of VRL on an underlying value basis essentially assumes that
an acquirer would refinance or otherwise deal with the debt and accordingly the debt level
has no impact on the judgements as to the value of VRL'’s businesses. In terms of
sharemarket values, however, VRL'’s gearing is likely to have a significant effect, with the
financial risk reflected in a lower market rating. This may be exacerbated after the buy-
back to the extent that VRL'’s gearing increases";

. "given the modest free float in VRL shares, there is limited liquidity in both the ordinary
and preference shares. This illiquidity is compounded by the division of VRL’s equity base
into ordinary and preference shares";

. "the “pyramid” structure of VRL, with its controlling 52.52% shareholding in Austereo, is
likely to depress the market values of both Austereo and VRL. In addition, any sale of the
interest in Austereo by VRL would give rise to a substantial capital gains tax liability which
has not been taken into account in the estimate of full underlying value";

. "there is extremely limited analyst coverage of VRL and limited institutional investment
interest";
. "while VRL's overall business interests have been rationalised in recent years, the Film

Production and Music division in particular is difficult to understand and its debt facilities
are subject to refinancing in 2010"; and

. "Grant Samuel’s valuation assumes that an acquirer could achieve substantial savings of
head office and listed company costs, of the order of $20 million per annum. However,
these costs will continue to be incurred while VRL continues in its current public company
form".
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The Grant Samuel report is set out in Appendix A and shareholders should read the entire report.

Evaluation of the Buy-Back

Grant Samuel states that estimates of full underlying value have little bearing on shareholders’
evaluation of the Buy-Back. Rather, in considering whether to participate in the Buy-Back, Grant
Samuel says the key issue for shareholders is whether there are alternatives that offer a
reasonable prospect of delivering greater value (having regard to the time value of money) than
the price available under the Buy-Back. Factors that Grant Samuel says shareholders could
consider include:

. "recent sharemarket trading prices for VRL ordinary and preference shares";

. "dividend expectations";

. "factors likely to continue to depress trading prices for VRL ordinary and preference
shares:

- VRC's 61.4% controlling shareholding in VRL;
- the relatively high levels of gearing in VRL;

- VRL'’s inefficient capital structure, with the equity base divided as between
ordinary and preference shares, and the limited liquidity in VRL ordinary and
preference shares;

- limited analyst coverage of and institutional interest in VRL;
- the ongoing level of corporate costs that VRL will incur”;

- the “pyramid” structure of VRL with its controlling 52.52% shareholding in
Austereo. In addition, any sale of the interest in Austereo by VRL would give rise
to a substantial capital gains tax liability which has not been taken into account in
the estimate of full underlying value;

- the minimal disclosure of earnings in relation to the Film Production and Music
division due to VRL equity accounting its 40.9% interest, and the inherently volatile
nature of the division and complexity of the financing arrangements; and

- the risk that the Buy-Back, to the extent successful, will exacerbate some of these
factors, including further reducing trading liquidity and increasing gearing”;

. "upside factors for the VRL share price:

- VRL's relatively stable earnings and strong underlying cash flows, based on strong
market positions in the VRL'’s key businesses;

- VRL'’s leverage to economic recovery;

- the possibility that VRL’s share price will be supported by expectations of further
corporate activity, including the prospect of a buy-out offer for minority
shareholdings"; and

. "the possibility of realising greater value through some future buy-out proposal in the
future. VRL has flagged that following the on-market buy-back it would be interested in
pursuing the acquisition of the outstanding preference shares, although it has not
indicated any timeframe for such a transaction. There is clearly a possibility that at some
point in the future VRC will seek to fully privatise VRL (although there can be no certainty
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as to the timing of any privatisation proposal, or whether it will take place at all). Moreover,
to the extent that shares are acquired by VRL under the current (or any future) buy-back
at a significant discount to underlying value, there will be an effective transfer of value to
the remaining shareholdings".

Further, Grant Samuel states that, while there is a possibility that shareholders could realise
higher prices through not participating in the Buy-Back and selling their shares at some later time,
there can be no assurance that such a course of action will ultimately realise greater value:

. "in the absence of speculation regarding further buy-backs or other corporate activity, VRL
shares could again trade at depressed prices, particularly given that such negative factors
as illiquidity and gearing will become more pronounced as a result of the current buy-
back";

. "there can be no certainty that there will be further buy-back proposals or other proposals
to acquire minority shareholdings, or that any such proposals will be at prices higher than
those available under the current buy-back (after adjusting for the time value of money)";
and

. "VRL is subject to a variety of risks that could affect the future value of its businesses,
including technological risks relating to the delivery of film/video content that have the
potential to affect the value of its Cinema Exhibition and Film Distribution businesses.
These business risks are exacerbated by the financial risks associated with VRL's
gearing, capital structure and shareholding structure. Accordingly, VRL's equity value
could change, potentially by significant amounts".

Grant Samuel states that holders of VRL's ordinary shares and preference shares will need to
compare the certainty of realising cash value in the short term, as offered by selling shares during
the Buy-Back Period, with the uncertain prospect of realising superior value in the future.
Judgments in this regard will depend on numerous factors including investors’ risk tolerance,
liquidity requirements, expectations regarding future economic conditions in Australia and
overseas, expectations of the future performance of the VRL group’s businesses and other
matters. Grant Samuel offers no opinion and makes no recommendation in this regard. You
should seek your own professional advice.

The Grant Samuel report is set out in Appendix A and shareholders should read the entire report.

Funding for the Buy-Back

VRL intends to fund the Buy-Back by increasing its borrowings. VRL has signed a Term Sheet
("VRL Term Sheet") with Australia and New Zealand Banking Group Limited ("ANZ") in relation to
a modification of VRL'’s existing corporate debt facility with ANZ ("the VRL Facility") for the
purpose of funding the Buy-Back.

The VRL Term Sheet includes a number of conditions precedent which must be satisfied or
waived before the facility can be drawn down for the Buy-Back. The conditions precedent include
a condition that Village Cinemas Australia Pty Ltd ("VCA") raises finance under a proposed
syndicated loan refinancing (the "VCA Refinancing"). VCA is a wholly owned subsidiary of VRL
and holds VRL'’s Australian cinema exhibition business.

VCA has received a Term Sheet ("VCA Term Sheet") relating to the VCA Refinancing. The VCA
Term Sheet also includes a number of conditions precedent which must be satisfied or waived
before the VCA Refinancing will occur. These conditions precedent include written consent from
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Greater Union (VCA’s main cinema joint venture partner) and certain other joint venture partners
to the security arrangements under the VCA Refinancing.

The terms of the VCA Term Sheet are applicable until 30 October 2009 or such other date as
ANZ agrees, by which time the facility agreement for the VCA Refinancing must have been
executed. Conditions precedent must be satisfied within 28 days of executing the VCA facility
agreement.

VCA has received commitment letters from three banks confirming that they have approved the
VCA Term Sheet and have credit approval to provide finance to VCA. Those letters total $100
million of bank commitments.

On completion of the VCA Refinancing, $45 million will be applied to repay existing VCA debt. A
further $25 million will be applied to permanently reduce the VRL Facility and the remaining
additional funds of approximately $30 million provided by the VCA Refinancing will be available
for the Buy-Back.

The limit on the VRL Facility prior to signing the VRL Term Sheet was $270 million. The VRL
Term Sheet reduces this to $220 million and, following completion of the VCA Refinancing this
limit will be reduced to $195 million. The VRL Facility will expire in July 2012, with scheduled
amortisation on an annual basis up to that date.

The provision of the facilities under the VRL Term Sheet and VCA Term Sheet are subject to
satisfactory documentation, which is currently being negotiated.

VRL expects that the relevant documentation will be finalised and the relevant conditions
precedent will be satisfied or waived prior to the start of the Buy-Back period.

For further information on the indicative impact of the Buy-Back on VRL'’s financial position, net
debt, gearing and credit ratios, refer to section 7.4.

Participation of VRC in the Buy-Back

VRC and the Executive Directors have a relevant interest in approximately 61.4% of VRL’s
ordinary shares on issue and no preference shares. VRC and the Executive Directors have
confirmed to VRL that they do not intend to sell any VRL ordinary shares during the Buy-Back
period and on this basis there would be no prospect of them participating in the Buy-Back.
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7.1

7.2

Figure 5 sets out VRC and the Executive Directors’ voting power at various volumes of ordinary
shares being bought back, for illustrative purposes only.

Figure 5 Indicative impact of the Buy-Back on VRC and the Executive
Directors' voting power

Ordinary shares bought back

Number % of ordinary shares on issue Voting power
0 0.0% 61.4%
3,172,700 2.5% 62.9%
6,345,400 5.0% 64.6%
9,518,100 7.5% 66.3%
12,690,800 10.0% 68.2%

Indicative impact of the Buy-Back on VRL

Introduction
The Buy-Back is expected to have a number of impacts on VRL. In summary, it may:

. reduce the number of ordinary shares and preference shares on issue;

. increase the VRL Group’s net debt, gearing and interest expense;

. improve VRL'’s total earnings per share;

. further reduce liquidity in the trading of VRL'’s ordinary shares and preference shares on
ASX;

. reduce VRL'’s representation in the All Ordinaries index; and

. increase the proportionate shareholding of shareholders not participating in the Buy-Back
(including VRC).

Refer to sections 3.1 and 3.2 for further information on the potential advantages and
disadvantages of the Buy-Back for exiting and continuing shareholders.

This section sets out details of the indicative impact of the Buy-Back on VRL.

Financial information

On 27 August 2009, VRL announced its 2009 results by providing its Appendix 4E to the ASX. On
14 September 2009, VRL provided its statutory accounts to the ASX. For further information on
VRL'’s 2009 results, refer to section 1.7.

(@) Pro-forma information prepared

For the purpose of illustrating the indicative financial impact of the Buy-Back on the VRL Group,
the following pro-forma financial information has been prepared:

. an abridged pro-forma consolidated income statement of the VRL Group for the year
ended 30 June 2009; and

. an abridged pro-forma consolidated balance sheet of the VRL Group as at 30 June 2009.
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The abridged pro-forma consolidated balance sheet of the VRL Group as at 30 June 2009
assumes that VRL had received net proceeds from the sale of the VRL Group’s Greece and
Czech Republic operations and that VRL had bought back ordinary shares and preference shares
under the Buy-Back as at 30 June 2009. The abridged pro-forma consolidated income statement
of the VRL Group for the year ended 30 June 2009, assumes that VRL had received net proceeds
from the sale of the VRL Group’s Greece and Czech Republic operations and VRL had bought
back ordinary shares and preference shares under the Buy-Back as at 1 July 2008.

Further details of the applicable assumptions are contained in this section 7.

As announced to ASX on 5 October 2009, the net proceeds from the sale of the VRL Group's
Greece operations (approximately $80 million) have been received.

It should be noted that the abridged pro-forma consolidated income statement and abridged pro-
forma consolidated balance sheet set out in the tables in this section 7 do not purport to reflect the
reported earnings or balances of VRL for the year ended 30 June 2009 or for any future period.

(b) The general nature of pro-forma financial information

The pro-forma financial information for VRL set out in this section is based on a large number of
assumptions, including the key assumptions outlined below. VRL has prepared the pro-forma
financial information based on historical actual results for the year ended 30 June 2009. The pro-
forma financial information has been provided by VRL to illustrate the indicative impact of the Buy-
Back under certain assumptions. Any variation to this indicative impact of the Buy-Back may be
material because pro-forma financial information, by its very nature, is subject to uncertainties and
contingencies, many of which are outside the control of the Directors and which may, amongst
other things, result in the assumptions on which the pro-forma financial information is based being
inaccurate.

The pro-forma financial information does not constitute a representation that future profits (or any
other matter) will be achieved. Such information is presented for illustrative purposes only as a
guide to assist VRL shareholders in considering whether to participate in the Buy-Back. The pro-
forma financial information and other forward looking statements are based on the information
available to VRL at the date of this explanatory memorandum.

(c) Assumptions and risks

The actual impact of the Buy-Back on VRL’s earnings per share, net debt, gearing and credit
ratios is unable to be determined until the Buy-Back has been completed and is subject to
uncertainties and contingencies, including the average price at which shares are bought back and
the total number of shares bought back.

For illustrative purposes only, the Buy-Back of ordinary shares and preference shares, as set out
in this section, has been assumed to be completed on the following basis:

. 12,690,800 ordinary shares (representing 10.0% of the total number of ordinary shares on
issue) are bought back and cancelled under the Buy-Back at an average price of $1.50’
per share and the total amount spent buying back shares is approximately $19,036,200;

. 45 million preference shares (representing 46.1% of the total number of preference shares
on issue) are bought back and cancelled under the Buy-Back at an average price of
$1.445° per share and the total amount spent buying back shares is approximately
$65,025,000; and
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7.3

. $84.6 million of net proceeds are received by VRL from the settlement of the sale of the
VRL Group’s Greece and Czech Republic operations.

In aggregate, this represents 57,690,800 shares bought back and cancelled under the Buy-Back
for approximately $84,061,200. Estimated transaction and advisory costs of $5 million have also
been used in the pro-forma calculations.

Notes:

1 Represents the closing price of VRL ordinary shares on 21 October 2009, two days prior to the announcement of the
Buy-Back

2 Represents the closing price of VRL preference shares on 21 October 2009, two days prior to the announcement of
the Buy-Back

For the purpose of preparing a pro-forma consolidated income statement for the year ended 30
June 2009, the above transactions are assumed to occur on 1 July 2008 and for the purpose of
preparing a pro-forma consolidated balance sheet as at 30 June 2009, the above transactions are
assumed to occur as at 30 June 2009.

The average prices and volumes used in this section 7 do not constitute a representation that
these prices and volumes will be achieved. Such information is only provided for illustrative
purposes of the financial impact of the Buy-Back as a guide to assist VRL shareholders in
considering whether to participate in the Buy-Back.

Shares may be bought back at prices, volumes and times determined by VRL to be appropriate
from time to time and VRL reserves the right to buy back less than the maximum amount of
shares or not to buy back any shares at all for any reason and to acquire shares at prices above
or below the prices used in this section 7.

VRL shareholders should carefully consider this explanatory memorandum when assessing
whether to participate in the Buy-Back.

The pro-forma financial information should be read together with the:
. assumptions underlying their preparation as set out in this section 7.2;

. advantages and disadvantages of the Buy-Back for participating shareholders and
continuing shareholders set out in section 3 of this explanatory memorandum; and

. other information contained in this explanatory memorandum.
(d) Basis of preparation

The pro-forma financial information has been prepared in accordance with the measurement and
recognition requirements (but not all the disclosure requirements) of Australian Accounting
Standards and International Financial Reporting Standards as if the pro-forma transactions set out
in this section 7 had occurred on the applicable dates.

On this basis, and by way of illustration only, the potential impact of the Buy-Back on the VRL
Group is shown in sections 7.3—7.5 below.

Indicative impact of the Buy-Back on total earnings per share

Figure 6 sets out an abridged consolidated income statement of the VRL Group for the year
ended 30 June 2009 and an abridged pro-forma consolidated income statement of the VRL Group
for the year ended 30 June 2009 (assuming VRL had bought back ordinary shares and
preference shares under the Buy-Back in accordance with section 7.2(c)).
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Figure 6 shows the illustrative impact of the Buy-Back on VRL'’s total earnings per share for the
year ended 30 June 2009.

Figure 6 Abridged consolidated and pro-forma consolidated income
statements of the VRL Group for the year ended 30 June 2009

Adjustment Pro-forma for

) for sale of sale of Pro-forma
Abridged Greece and Greece and abridged
consqlldated Czech Czech Adjustment consolidated
Year ended 30 June 2009 |ncom(1a Republic Republic for indicative income
($m) statement operations® operations Buy-Back statement
EBITDA 247.4 (12.2) 235.2 - 235.2
Net finance costs® (58.7) 8.2 (50.5) (7.1) (57.6)
Depreciation and
amortisation (75.3) 8.2 (67.1) - (67.1)
Profit before tax 113.4 4.2 117.6 (7.1) 110.5
Tax expense3 (33.4) (2.0) (35.4) 2.1 (33.3)
Profit attributable to
minority interest (21.5) - (21.5) - (21.5)
Net profit attributable
Weighted average
number of shares on
issue” 2247 - 2247 (57.7) 167.1
Total earnings per
share 26.0 27.0 33.3
Notes:
1 All amounts exclude material items
2 Net finance cost adjustments assume an indicative marginal interest cost/saving of 8.0%
3 Tax expense adjustments assume an indicative marginal tax rate of 30.0%
4 Represents ordinary shares and preference shares on issue
5 Includes the de-consolidation impact of the Greece and Czech Republic operations as well as interest assumed to

have been earned on the net proceeds from the sale of the Greece and Czech Republic operations
€) Indicative sensitivity analysis of the Buy-Back on total earnings per share

Figure 7 sets out the indicative impact of the Buy-Back on VRL'’s total earnings per share for the
year ended 30 June 2009. This shows an illustrative sensitivity for the Buy-Back being completed
at average prices of plus or minus $0.25 above the Buy-Back prices assumed in section 7.2
(assuming either 50% of the maximum number of shares, being 6,345,400 ordinary shares and
22.5 million preference shares or 100% of the maximum number of shares, being 12,690,800
ordinary shares and 45 million preference shares, are bought back).

For example, assuming 50% of the maximum number of shares are bought back, the indicative
impact of the Buy-Back on VRL'’s pro-forma earnings per share would be to increase it from 27.0
cents to 29.6 cents.

For example, assuming the maximum number of shares are bought back, if the average price is
$0.25 higher or lower, the indicative impact of the Buy-Back on VRL’s pro-forma total earnings per
share would be 0.5 cents per share lower or higher.
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Figure 7 Indicative sensitivity table of pro-forma total earnings per share of
VRL for the year ended 30 June 2009"

Indicative average price paid during the Buy-Back ($)

-0.25 Assumed price? +0.25
Number of shares 28.8 +0.2 cents 29.6 cents —-0.2 cents
bought back (m) 57.7 +0.5 cents 33.3cents —0.5 cents

Notes:

1 Represents pro-forma total earnings per share (excluding material items) adjusted for the sale of Greece and Czech
Republic operations and indicative Buy-Back

2 Represents $1.50 per ordinary share and $1.445 per preference share as set out in section 7.2

Indicative impact of the Buy-Back on the VRL Group’s financial position

Figure 8 sets out selected information which has been derived from the balance sheet of the VRL
Group as at 30 June 2009 (as presented in the full year financial report of VRL for the 12 months
ended 30 June 2009) and an abridged pro-forma consolidated balance sheet of the VRL Group as
at 30 June 2009 (assuming VRL had bought back ordinary shares and preference shares under
the Buy-Back and proceeds from the sale of the VRL Group’s Greece and Czech Republic
operations had been received on 30 June 2009).

As announced to ASX on 5 October 2009, the net proceeds from the sale of the VRL Group's
Greece operations (approximately $80 million) have been received.
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Figure 8 shows the indicative impact of the Buy-Back on the VRL Group’s financial position as at
30 June 2009.

Figure 8 Abridged consolidated and pro-forma consolidated balance sheet of
VRL as at 30 June 2009

Adjustment  Pro-forma for

for sale of sale of
Abridged Greece and Greece and Adjustment Pro-forma

consolidated Czech Czech for abridged
Year ended 30 June 2009 balance Republic Republic indicative consolidated
($m) sheet operations operations Buy-Back balance sheet
Assets
Cash and cash
Other assets 2,112.9 (109.2) 2,003.7 1.5 2,005.2
Total assets 2,192.5 (120.4) 2,072.1 (3.5) 2,068.6
Liabilities
Interest bearing loans and
Other liabilities 503.9 (40.0) 463.9 - 463.9
Total liabilities 1,483.4 (145.8) 1,337.6 84.1 1,421.7
Net assets 709.1 254 734.5 (87.6) 646.9
Issued capital1 388.7 - 388.7 (87.6) 301.1
Reserves 3234 (2.6) 320.8 - 320.8
Accumulated losses (123.1) 28.0 (95.1) — (95.1)
Parent interests 589.0 25.4 614.4 (87.6) 526.8
Minority interests 120.1 - 120.1 - 120.1
Total equity 709.1 254 734.5 (87.6) 646.9
Net debt 899.9 (94.6) 805.3 89.1 894 .4
Net debt/EBITDA 3.64x 3.42x 3.80x
EBITDA/net finance costs 4.21x 4.65x 4.08x

Note:
1 Issued capital includes ordinary share and preference share capital

Figure 8 illustrates that given the proceeds from the sale of the VRL Group’s Greece and Czech
Republic operations substantially account for funds required to complete the Buy-Back under the
assumptions set out in section 7.2(c), the indicative impact, when taking both the Buy-Back and
the sale of the VRL Group’s Greece and Czech Republic operations into account, on VRL'’s credit
ratios as at 30 June 2009 is minimal.

€) Indicative sensitivity analysis of the Buy-Back on financial position

Figure 9, Figure 10, Figure 11 and Figure 12 set out the indicative impact of the Buy-Back on the
VRL Group’s financial position as at 30 June 2009. These show an illustrative sensitivity for the
Buy-Back being completed at average prices of plus or minus $0.25 above the Buy-Back prices
assumed in section 7.2 (assuming either 50% of the maximum number of shares, being 6,345,400
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ordinary shares and 22.5 million preference shares or 100% of the maximum number of shares,
being 12,690,800 ordinary shares and 45 million preference shares, are bought back).

For example, if 50% of the maximum number of shares are bought back, the indicative impact of
the Buy-Back on the VRL Group’s net debt would be an increase of $47.0 million, resulting in a
pro-forma net debt as at 30 June 2009 of $852.3 million (adjusted for the proceeds from the sale
of the VRL Group’s Greece and Czech Republic operations), which is $47.6 million lower than
VRL'’s reported net debt as at 30 June 2009 of $899.9 million.

For example, assuming the maximum number of shares are bought back, if the average price is
$0.25 higher or lower, the indicative impact of the Buy-Back on VRL’s net debt/EBITDA would be
0.06x higher or lower.

Figure 9 Indicative cost to VRL of the Buy-Back
Indicative average price paid during the Buy-Back ($)
-0.25 Assumed price’ +0.25
Number of shares 28.8 —$72m $470m +$72m
bought back (m) 57.7 -$14.4m $89.1m +$14.4m
Figure 10 Indicative net debt as at 30 June 2009
Indicative average price paid during the Buy-Back ($)
-0.25 Assumed price’ +0.25
Number of shares 28.8 —$72m $8523m +$72m
bought back (m) 57.7 -$14.4m $894.4m +$14.4m
Figure 11  Indicative net debt/EBITDA as at 30 June 2009
Indicative average price paid during the Buy-Back ($)
-0.25 Assumed price’ +0.25
Number of shares 28.8 —0.03x 3.62x +0.03x
bought back (m) 57.7 —0.06x 3.80x +0.06x

Figure 12

Number of shares
bought back (m)

Note:

28.8
57.7

Indicative EBITDA/net interest for the year ended 30 June 2009

Indicative average price paid during the Buy-Back ($)

-0.25 Assumed price’ +0.25
+0.05x 4.33x —0.05x
+0.08x 4.08x —0.08x

1 Represents $1.50 per ordinary share and $1.445 per preference share as set out in section 7.2

Indicative impact of the Buy-Back on shares on issue
VRL has a total of 224,563,900 shares on issue, comprising 126,908,449 ordinary shares and

97,655,451 preference shares.

The number of shares that VRL may buy back is dependent on the availability of shares for sale
on ASX, the price that VRL is willing to pay for those shares and the volume of shares VRL
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7.7

7.8

determines to be appropriate, having regard to the factors set out in section 2.1. However, the
maximum number of shares that VRL intends to acquire under the Buy-Back is up to 12,690,800
ordinary shares (representing 10.0% of the total number of ordinary shares on issue) and up to 45
million preference shares (representing 46.1% of the total number of preference shares on issue).

Figure 13 sets out the indicative impact on VRL’s total number of shares on issue assuming the
Buy-Back is completed at up to the maximum number of shares to be bought back.

Figure 13 Indicative impact of the Buy-Back on VRL’s total number of shares on

issue
Shares bought back Shares remaining
Ordinary Preference Ordinary Preference
shares shares Total shares shares Total

6,345,400 22,500,000 28,845,400 120,563,049 75,155,451 195,718,500
12,690,800 45,000,000 57,690,800 114,217,649 52,655,451 166,873,100

Impact on VRL's franking account balance

The Buy-Back is not expected to result in any reduction of VRL’s franking account. The Buy-Back
will be treated as a capital payment to participating shareholders (excluding shareholders who
purchased VRL shares on revenue account such as banks and trading entities) and, as such,
there will be no component of the Buy-Back amount that will be a dividend that would be franked.

Franked dividends will not need to be paid on any shares repurchased and cancelled before the
ex-dividend date of 12 November 2009.

Business operations

The Buy-Back is not expected to have a material impact on the underlying business operations of
the VRL Group.

However, to the extent that shares are acquired under the Buy-Back, these funds will no longer be
available to pursue other growth opportunities as they arise or to undertake other capital
management initiatives.

Dividend policy
VRL'’s current dividend policy is not expected to change as a result of the Buy-Back and the

Directors will endeavour to pay dividends with the maximum franking possible where it is prudent
to do so.

Under VRL'’s constitution, if an ordinary dividend is recommended by Directors and declared, the
dividend on preference shares will be the higher of 10.175 cents per share and the amount of all
dividends payable in respect of that financial year on each ordinary share plus three cents per
share.

The Directors can give no assurance as to future dividend policy, the extent of future dividends,
nor the franking status as these will depend on the actual levels of profitability, capital
requirements and taxation position of VRL at the relevant time.
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8.2

8.3

Tax implications for VRL shareholders

General

This outline contains a general overview of the Australian taxation considerations for VRL
Australian resident shareholders (other than temporary residents) who hold their VRL shares on
capital account. The outline does not address the tax treatment for VRL shareholders who hold
their shares on revenue account, such as banks and trading entities.

The information in this outline is of a general nature only. It does not constitute tax advice and
should not be relied upon as such. VRL shareholders should seek their own tax advice.

Income Tax consequences of selling shares into the Buy-Back

The sale of ordinary shares or preference shares as part of the Buy-Back will be a capital gains
tax ("CGT") event for VRL shareholders who will:

. make a capital gain if the capital proceeds received for their VRL shares are greater than
the cost base of their VRL shares; or

. make a capital loss if the reduced cost base of their VRL shares is greater than the capital
proceeds received for their VRL shares.

Capital gains and capital losses of the VRL shareholder in an income year from all sources are
aggregated to determine whether there is a net capital gain or net capital loss for that income
year.

A net capital gain for the income year is included in the VRL shareholder's assessable income
and is subject to income tax at the VRL shareholder's marginal tax rate. A net capital loss for the
income year cannot be deducted against other income for income tax purposes but may be
carried forward to be offset against capital gains derived in future income years. Specific capital
loss carry forward rules apply to VRL shareholders that are companies.

Individuals, complying superannuation entities or trustees that have held VRL shares for at least
12 months should generally be entitled to discount the amount of the capital gain (after the
application of any current year or carry forward capital losses). The amount of this discount is
50% in the case of individuals and trustees and 33%:% for complying superannuation entities. This
is referred to as the "CGT discount". The CGT discount is not available to VRL shareholders that
are companies.

Where the VRL shareholder is a trustee of a trust, the CGT discount may flow through to the
beneficiaries in that trust, other than beneficiaries which are companies. VRL shareholders that
are trustees should seek specific advice regarding the tax consequences of distribution to
beneficiaries who may be entitled to discount capital gains.

VRL shareholders who acquired their shares at or before 11:45 am on 21 September 1999 may
choose to index the cost base of their shares for inflation in accordance with the consumer price
index instead of applying the CGT discount as discussed above. Indexation is frozen as at after
30 September 1999 and does not take into account inflation after that date.

GST consequences

No GST should be payable by VRL shareholders in respect of their sale of ordinary shares or
preference shares as part of the Buy-Back.
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VRL shareholders may incur GST on costs (such as legal and adviser fees) that relate to their
participation in the Buy-Back. VRL shareholders may not be entitled to full input tax credits for
such costs, but should seek independent advice in relation to their individual circumstances.
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