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Hold or Spin?
How Large are Hotels and Clubs in Victoria Really Rolling?

= Comprehensive industry shake-up with Victorian Gaming Auction
= Hotels and Clubs to beware of significant risks
= Do new entrants understand player behaviour complexities

The Victorian State Government kicks off its shake-up of the pokie industry next Tuesday with
the commencement of stage one of its online auction (Auction) for Electronic Gaming
Machine (EGM) licences. The Auction is intended to provide an opportunity for clubs and
hotels to gain a greater share of the lucrative Victorian gaming market, ending the duopoly of
Tatts Group and TabCorp. While there are certainly benefits, Taylor Woodings warns hotel
and club owners of the financial risks of gaming machines, concerned that the rush to cash-in
may result in many covert costs and risks being overlooked.

It is not hard to see the benefits EGMs have brought their operators. Victoria’s towns and
suburbs are now dotted with clubs and hotels in impressive buildings, complete with modern
attractive interiors made possible largely by gaming revenue. But the upcoming Auction
presents a fundamental change in the game. Future decisions must take this into account and
participants should not simply assume an easy windfall.

More information

For more information please

contact: Below Taylor Woodings sets out the risks of the EGM auction, broadly categorised into four
SYDNEY groups: Market, Financial, Regulatory and Compliance, and Management.
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The critical financial milestones of the change to the gaming legislation are as follows:

Conclusion

Taylor Woodings has with worked with several financial institutions to perform due diligence,
pre-lending and operational reviews on several hotels and clubs as detailed below. In doing
so, we have provided information that allowed fully informed decisions to be made and
potential problems avoided. We have also been appointed Receivers and Administrators of a
number of hoteliers and clubs. As such, we see the next few months as critical for financiers
to ensure that their customers are fully prepared to reap the genuine benefits on offer from
the Auction and avoid some serious pitfalls.
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Based on experience, Taylor Woodings strongly suggests that financiers seek independent
third party assurance before bidding commences, to ensure that the customer has identified
all possible hurdles and the security available against which to lend is adequate.

Taylor Woodings’ Experience
Some of Taylor Woodings’ current and recent roles have included acting as:

= Voluntary Administrators of Cornerstone Hotels Pty Ltd, which operated a number of
venues in Melbourne VIC. Working with the financiers and Receivers to restructure the
business;

= Receivers and Managers of the Woolpak Hotel in Redfern NSW, which included the
operation, marketing and sale of the business;

= Receivers and Managers of the Chook & the Ox Tavern at Tura Beach NSW, which
included the sale of the premises;

= Advisers to financiers by undertaking detailed due diligence and pre lending reviews of
operational hotels;

= Undertaking valuations of leasehold hotels for mortgage security purposes for financiers;
= Receivers and Managers of the Cauliflower Hotel at Waterloo;

= Receivers and Managers of the Skyways Restaurant located in Katoomba NSW, which
included the operation, marketing and sale of the business;

= Voluntary Administrators of the Manly Fishing and Sporting Association Limited located
in Manly NSW, which involved a restructure of the club under a Deed of Company
Arrangement;

= Administrators of the Hunters Hill Club in Hunters Hill NSW, which involved a restructure
of the club under a Deed of Company Arrangement.

Through these various assignments Taylor Woodings have developed a detailed
understanding of the legislative and practical issues associated with formal insolvency
appointments and commercial issues associated with the industry.

In addition, Taylor Woodings has an extensive network of contacts in the hospitality industry
such as valuers, sales agents, business managers and suppliers who can work with us to
ensure that due consideration is given to every aspect of the assignment.

Taylor Woodings has prepared a comprehensive report that examines all the issues we
consider to be of most relevance to all parties contemplating direct or indirect involvement in
the upcoming gaming Auction.

Disclaimer:
This newsletter has been provided for information purposes only. You should not take action on its contents without seeking
accounting and/or legal advice.
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