NSW Race Fields Legislation

Race Fields Legislation

o Amendments to the Racing Administration Act 1998 (NSW) (the Act)
which require the approval of Racing NSW to any publication of a NSW
thoroughbred race field (whether that publication occurs in NSW or
elsewhere) unless the publication is specifically exempt under the
Racing Administration Amendment (Publication of Race Fields)
Regulation 2008) (Regulations).

o The express purpose of the legislation, as stated by both the Minister
for Racing and Racing NSW is to require all race wagering operators,
regardless of location, to pay a fee for use of the racing product for
wagering purposes — this legislation covers the three (3) racing codes.

¢ As at1 September 2008, it is an offence under the Act, punishable by
fines and/or imprisonment, to publish a NSW thoroughbred race field
without the necessary approval from Racing NSW.

s According to clause 19 of the Regulations, an application, in writing, is
required to be lodged with Racing NSW at least 30 days in advance.

e All entities using NSW race information for wagering purposes will be
required to register with the NSW racing control bodies and for those
with a turnover above $5M pa, would be required to pay a fee of 1.6%
of turnover on NSW races, regardless of the location of the punter.

« Exemptions have been provided for the following publications which do
not require approval from Racing NSW:

(a) Controlling Bodies — publications by the controlling body of any
code in any Australian State or Territory or the national racing
bodies for internal administrative or regulatory purposes

(b) Racing Clubs — publications by any Australian racing club of any
code for the purposes of a race meeting, for instance, race books,
administration, and promotion of race meetings

(c) News Media — publications by public news media in accordance
with a contract or other arrangement with Racing NSW, and

(d) Not-for-Profit — publication made solely for a not-for-profit’ purpose.

All other publications of NSW thoroughbred race fields require the prior
approval of Racing NSW.

e In considering an application from a wagering operator1 for approval to
publish a NSW race field, Racing NSW wili take into account whether
the operator holds a wagering licence issued under the faws of an

! Wagering Cperators, whether fotalisator operators, bookmakers or betting exchanges, who hold a wagering licence
issued under the laws of any Australian Stale or Territory.
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Australian State or Territory and other matters required under the
Regulations.

However, Racing NSW will not take into account:

{a) Whether the applicant's wagering licence was issued in NSW or
under the laws of another Australian State or Territory, or

(b) The location in Australia in which the applicant resides or carries
out his or her activities or, in the case of a corporate applicant, in
which it has its head office or principal place of business,

In relation to approvals to publish a NSW thoroughbred race field in
Australia in the course of the wagering operations of an Australian-
licensed wagering operator Racing NSW will apply the following
conditions:

(a) the wagering operator my pay a fee equal to 1.5% of the wagering
operator's wagering turnover on NSW thoroughbred race meetings
to the extent that turnover exceeds an ‘exempt turnover threshold’
of $5 million over a financial year. Where a number of wagering
operators are ‘related’, a single ‘exempt turnover threshold’ applies
to the entire group.

{b) Other conditions designed to enable Racing NSW to administer the
arrangements and to discharge its responsibilities and functions
regarding the protection of the integrity and reputation of NSW
thoroughbred racing industry.

Under the Product & Program Agreement (Agreement) between
UNITAB, Queensland Race Product Co Ltd (Product Co) and each of
the Queensland Racing codes, any charge levied by other States for
their racing product gets offset against the payment to the racing
industries. Thus, Tabcorp (NSW) will charge UNiTAB for Queensland
wagering on NSW races which is netted against the fee payable to
QRL.. Thus, the net effect is that the charge levied by NSW racing for
race wagering by interstate punters is passed through to the racing
industries in the other States, subject to the specific provisions in each

agreement.

On review of the Agreement, clauses 8.5 and 10.2 of the Agreement
relevantly provide that should Product Co be unable to procure the
supply of Australian Racing Product as required by UNITAB, UNITAB
may reduce the product fee payable to Product Co by any amount
required to be paid by UNITAB to procure the Australian Racing
Product for use in its race wagering business.

RQL.101.003.1121




RISA Participation Agreement -- Grandfathered Arrangements with
Wagering Operators — Schedule 6

Schedule 6 of the RISA Participation Agreement includes a list of
‘Grandfathered Arrangements with Wagering Operators.’

Included in the list confained in Schedule 6 is reference to a UNITAB
agreement, which is grandfathered until the expiry date of the current
supply agreement, which is 19 November 2008,

Schedule 6 includes the following ‘RISA may sub-ficence to a Wagering
Operator named in the folfowing fable the right to Exploit the Local
Racing Information of a Principal Racing Authority on the terms and
conditions of the written agreement belween RISA and the relevant
Wagering Operafor as at 1 August 2005'

The agreement with UNITAB which was in place with RISA as at

1 August 2005 and expires on 19 November 2008 is a Supply
Agreement and does not deal with the granting or sub licence of rights
other than supply of Principal Racing Authorities Local Racing
Materials.

Separate to the Grandfathered Agreements listed in Scheduie 6, the
RISA Participation Agreement includes Nominated Arrangements
defined as the following; ‘Nominated Arrangements means in respect
of a Principal Racing Authority, any agreement arrangement or
understanding referred to in that part of Schedule 5 referrable fo that
Principal Racing Authority’.

The actual nominated arrangements of each Principal Racing Authority
were not iisted in the RISA Participation Agreement or shared between
the Principal Racing Authorities for TPA reasons. Rather the RISA
Participation Agreement refers to the nominated arrangements within
Schedule 5 as follows; 'As agreed in writing with RISA on or before
execution of this Agreement and initialled for identification purposes’,

RISA can find no nominated arrangements on file for QRL.

Therefore, Schedule 6 does not impact on the 1.5% of turnover fee
payable under the race fields legislation.

Waterhouse v Racing NSW

The Supreme Court of NSW found a technical deficiency in the race
fields legislation in relation to the way that Tom and Bill Waterhouse
Pty Limited conduct its betting operations. The Court made a
declaration that the manner in which those operations are currently
conducted does not require an approval under the Act.
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Racing NSW is requesting that the Government urgently introduce
legislation to address this "loophole™.

| note that the Waterhouses did not challenge the validity of the
legisiation but rather sought to confirm that their operations did not
require an approval under the legislation.

The decision only affects very specific circumstances where a
wagering operator does nof display a betting board or have any
internet betting operations.

The above Supreme Court decision has no impact on the way the
legislation is to be applied to UNITAB and in turn to Product Co and
QRL. That is, QRL does not stand to benefit in any way as a result of
the Supreme Court decision. UNITAB is a wholly owned subsidiary of
Tatts Group Limited. UNITAB holds licences in Queensland to operate
totalisator and fixed price betting on racing and sports events, and as
such, is deemed to be a wagering operator and is not exempt from
NSW Race Fields Legislation.

Financial Impact of Race Fields Legislation

Barrie Fletton, CEO UNITAB wagering, has confirmed:-

Thoroughbred and Harness = 1.5% of sales (the first $5M is exempt)
prorata from 1 September $4,166,167 for the 10 months
Greyhounds will charge 10% of gross margin capped at 1.5% of sales

QRL forecasted 3% growth in P&P fee for FY0708 $97,821M with a
surplus of $690K and a deficit of $8.9M after extraordinary items of

$9.65M for FY0809
Based on current growth for FY0809, QRL is forecasting P&P fee to be

$99M with a $6.7M revised forecasted budgeted deficit.

With the proposed Racing NSW Race Fields legislation for the month
of September 2008 the fee will be $684,955 based on $46,025,327 of
wagering through UNITAB on NSW product for Thoroughbred, Harness
and Greyhounds.

It is estimated annually that the fee to be charged to UNITAB and
deducted from the Turnover to Queensland Race Product Co Lid for all
three codes to be $7M based on $460M of turnover.

The thoroughbred share based on 76% would be $5.3M deducted from
forecasted P&P fee of $99M reailsmg an increase in the deficit to $12M
after extraordinary items or

It would be more advantageous to QRL if the allocation of the race
field's legislation fee was not based on the 76% Product and Program
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agreement with UNITAB. QRL would be approximately down 2% or
$160K annually based on the Product and Program agreement
formula. It would be less advantageous for Harness and more
advantageous for Greyhounds for the allocation to be in accordance

with the Product and Program Agreement.

o |f the race fields’ legislation was deferred to January 1, 2009, the cost
for 6 months would be $4.2M to the 3 Queensland codes, $3.1M to

thoroughbreds.

The table below reflects the impact of race field’s legislation for September
2008 based on NSW product.
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