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INTRODUCTION

APPOINTMENT AND TERMS OF REFERENCE

The Joint Standing Committee on Environment, Resources and Development
was established for a trial period from 7 April 2004 and was re-established on
30 May 2006 following the State Election on 18 March that year. The
Committee as at the date of this Report was re-established by Order of the
Legislative Council on 4 March 2008, agreed to by resolution of the House of
Assembly on 5 March 2008.

At a regularly constituted meeting on 5 February 2009, the Committee
resolved to inquire into -

(@) the proposed sale of the TOTE. Tasmania by the Government of
Tasmania; and
(b)  any other matters incidental thereto.

In announcing the Committee, the Hon. Greg Hall MLC said:

AThe Committee does believe that
to the State, and it is essential that all Members of Parliament are fully
briefed on the circumstances surrounding the proposed sale before we
are asked t'o vote on it.?o

The membership of the Committee currently comprises four members of the
Legislative Council i Mr Hall (Chairman), Mr Harriss, Mrs Rattray-Wagner and
Mr Wilkinson; and four members of the House of Assembly i Mr Best, Mr
Booth, Mr Green and Mr Gutwein.

The Committee has general jurisdiction over the following areas: Government
Business Enterprises; regulation of business, commercial and industrial
relations; economic and finance development; environment and land use
planning; natural resources i forestry, mining and fisheries; energy; tourism;
transport; and primary industry.

This is an interim report in relation to the sale of the TOTE.

As at the date of this Interim Report the Committee is still awaiting receipt of a
number of documents which were the subject of summonses and addressed
to the Secretaries for the Department of Treasury and Finance and the
Department of Infrastructure, Energy and Resources. Once these outstanding
issues have been resolved, this Committee will table its Final Report on the
Sale of the TOTE.

! Hall, Hon. Greg MLC, Media Release, January 20 2009.

t
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PROCEEDINGS

Advertisements were placed in the three regional daily newspapers on 7
February 20009.

19 witnesses gave verbal evidence to the Committee in Hobart and are listed
in Appendix 1. 15 documents received into evidence are listed in Appendix 2.
Transcripts of all public hearings are attached in Appendix 3.

The Committee held public hearings in Hobart on 6 and 19 March 2009.
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EXECUTIVE SUMMARY

Timeline

The following timeline is adapted from one that appeared in the Mercury on 7
March 2009:

fVay 7, 2008: Treasurer Michael Aird first approached Treasury to
provide advice about sale of TOTE Tasmania.

November 12, 2008: Legislation for the restructure of the racing industry is
introduced to State Parliament. Mr Aird says the
restructure is not about preparing TOTE for sale.

November 19, 2008: Treasury provides a Cabinet brief to Treasurer
Michael Aird recommending the sale of TOTE. The
brief is not signed.

November 20, 2008: Jim Cox says during debate about the racing
amendment Bil |l : AThere i s no in
that TOTE is for sale. o

November 24, 2008: Deloitte Corporate Finance begins pre-paring advice
on the restructure of TOTE and possible options for its
sale.

December 4, 2008: Mr Aird tells a Legislative Council Government
Business Enterprise committee h
rumours he planned to sell TOTE.

December 19, 2008: A second Cabinet document recommending the sale
of TOTE is prepared for Treasury, including advice
from Deloitte.

December 22, 2008:  Cabinet approves the sale.

January 8, 2009: The sale of TOTE is announced.&

January 20, 2009: Mr Greg Hall MLC suggested a review of the sale to
the Joint Standing Committee on the Environment,

Resources and Development.

February 5, 2009: The review was approved.

St edman, Michael , f AtieMercuy,& Mareh200, @5.E | i e o,
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This Interim Report contains information that has been gathered by the
Committee to date which may assist Honourable Members of both Houses in
their consideration of the proposed sale of the TOTE.

The Committee reports without recommendation.

April 2009 Greg Hall MLC
Chairman
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THE GOVERNMENT CASE FOR SALE OF THE TOTE

TOTE Tasmania (Sale) Bill 2009
Fact Sheet

The TOTE Tasmania (Sale) Bill 2009 provides for:

1  the Treasurer to have the necessary authority and powers to divest the
whole or any part of TOTE Tasmania. This will provide certainty to
potential bidders during the sale process.

i the Treasurer to sell the shares in TOTE Tasmania or the business of
TOTE Tasmania;

1  the Treasurer to have regard to the achievement of a fair and reasonable
sale price;

1  the Treasurer to facilitate the sale by entering in to contracts, giving
directions to TOTE and amending the constitution of TOTE;

1  the protection of employee entitlements in respect of long service leave
and the RBF contributory scheme;

1  transitional arrangements for the business and arrangements for
employees if the business is sold;

1 part of TOTE Tasmania or part of a subsidiary of TOTE Tasmania to be
transferred into Crown ownership upon sale completion if they are not
sold;

1  the Auditor-General to review the sale of TOTE after completion and
report to Parliament on this review;

1 TOTE Tasmania and the Government to disclose all information to
bidders, and ensures that existing commercial documents are not
terminated as a result of the sale process; and

1 normal governance arrangements to apply to the business until the sale
is completed.

Passing the Bill will provide Parliamentary support for divestment of TOTE
Tasmania and will also facilitate the sale process and provide certainty to all
the parties involved.
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TOTE Tasmania (Sale) Bill 2009
Second Reading Speech

Madam President

The Government i s committed to ensur.i

are put to their best use. In this context, the Government has reviewed its
equity investment in TOTE Tasmania to determine whether it is in the public
interest to retain, or whether the equity could be put to better strategic use.
The purpose of this Bill is to provide for the sale of TOTE Tasmania. This is
part of the Government s ref or ms
environment.

Honourable Members will recall that in November 2008 Parliament approved
the separation of the racing and wagering operations of TOTE, with the
creation of the Tasmanian Racing Board from 1 January 2009. This has
enabled the TOTE to operate solely as a wagering business.

The second part of the reforms is to provide a modern regulatory framework
for TOTE that is consistent with the regulation of other wagering and gaming
businesses already operating in Tasmania. The Gaming Control Amendment
Bill 2009 will provide such a framework.

erd rep tote 090408 interim report ch 006 d
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Madam President

TOTE Tasmania currently provides funding support to the newly formed
Tasmanian Racing Board, for the benefit of the Tasmanian racing industry.
The Government is replacing these funding arrangements with a legally
binding Funding Deed between the Government and the Tasmanian Racing
Board.

The Deed provides for the Government to fund the Tasmanian Racing Board
to meet its operational expenses. The Funding Deed will also provide funding
for capital expenditure upon the successful sale of TOTE. | have provided
details about this Deed during the
Amendment Bill.

Madam President

Let me be very clear on this point. The sale of the TOTE will not
disadvantage the racing industry. On the contrary, it will provide $40 million of
funding for capital expenditure that would not otherwise have been available.

Counci

These arrangements whi | e guaranteeing t he Tasmani

future, also place it in a clear commercial context with responsibility for
improving its own performance.

TOTE Tasmania has successfully operated since 2000 as a State-owned
Company in an increasingly aggressive and dynamic market. If it is to remain
competitive it needs to be able to continue to expand its business both
interstate and overseas and be capable of dealing with the rigours of national
and international competition. There is no longer any justification for retaining
the TOTE in Government ownership. Indeed there are very persuasive
reasons why it should not continue to be owned by the Government.

All jurisdictions other than Western Australia and the ACT have sold their
TABs. The wagering product has subsequently been successfully provided by
the private sector. There is no need for the Government to continue to hold
equity in a business that can be provided by the private sector.

a

Secondl vy, it i's the Gover nmepiocegds framnt ent i on

sale, after provision for Tasmanian Racing Board funding and sale costs, into
other state assets for the benefit of the wider Tasmanian community.

Thirdly, the sale of TOTE will benefit the community and taxpayers through
reduced financial risk. The Australian wagering industry is highly competitive
and subject to rapid technological change. This environment presents a
number of ownership risks, which are better suited to private ownership,
where the business can grow without the constraints of Government
ownership. These constraints include the lack of access to capital and lack of
scale economies. The Government does not consider that it is either prudent
or responsible to continue its ownership of the TOTE within such an
environment.

The Government has retained independent expert financial and legal advisers
to ensure that the Stateb6s interest
has also been retained to ensure that the sale process is conducted fairly and
openly.

Madam President

TOTE Tasmania currently has a successful business model and has
demonstrated significant earnings growth over the last two years. Despite
prevailing economic conditions, | am confident that a sale in the near future
will attract significant buyer interest and yield an attractive sale price.

S

ar e
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Both the Board and the management of the TOTE fully support its sale. The
Board and the management have concluded that there are considerable
constraints and commercial difficulties associated with continued government
ownership of what is a successful and profitable commercial enterprise
anxious to expand its business interstate and overseas.

The sale will only proceed if it is in the best interests of the State. The Bill
requires the Treasurer to have regard to the achievement of a fair and
reasonable price for TOTE Tasmania. The Bill also provides for the
Auditor-General to review the sale of TOTE Tasmania and report to
Parliament within four months on the outcome.

The community has an expectation that the sale of TOTE Tasmania will occur
in a manner that:

1 is administratively efficient and transparent;
1 maximises financial and economic returns to the State; and

1 ensures employees are treated fairly.

The TOTE Tasmania (Sale) Bill ensures these factors will be achieved.
Madam President.

Potential bidders for TOTE Tasmania must have certainty about the sale
process and, importantly, must have the assurance that the time and
resources they devote to the process will be on the basis that a sale can
occur. Bidders also require the assurance that there can be timely and swift
execution of the sale. The market place needs to know, particularly in the
current political and economic environment, that the Parliament has
authorised the sale.

This Sale Bill provides the Treasurer, on behalf of the Crown, authority to
enter into negotiations for the sale of TOTE Tasmania against a framework of
certainty and within defined boundaries.

The Bill provides flexibility to enable the sale of the whole, or any part of
TOTE Tasmania and establishes the mechanism to transfer any remaining
elements of the business back to the Crown. These provisions, which are
consistent with the approach taken in other Government business sales i will
enable the Government to maximise the outcome for the State.

The Bill specifies provisions that will guide the sale process, including
transitional arrangements such as the treatment of existing business contracts
and protection for employee entitlements.

Madam President

The Bill also defines the alternative sale structures available for conducting a
sale with a proponent. Under either approach, the objective is that TOTE
Tasmania is sold as a going concern.

The first approach is to sell the shares in TOTE Tasmania.

The second is to sell some or all of the assets and liabilities of TOTE
Tasmania and transfer employees to the purchaser. The Bill provides for any
remaining business assets and liabilities to then be transferred to the Crown.
The availability of two options is to provide bidders with the flexibility to
consider their most preferred approach to the purchase of the business. This
ensures that the best possible sale value is achieved.

Madam President

The Bill clearly provides for the minimum of disruption to employees arising

erd rep tote 090408 interim report ch 006 d
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from the sale process. The Bill broadly provides for the maintenance of
employment terms and conditions for transferring employees and the ongoing
recognition of service. It also provides a clear framework within which any
potential redundancies arising from the sale of the TOTE business will be
managed.

The sale of TOTE Tasmania makes sense, both from the perspective of the
business and the Tasmanian community. It opens the way for the
involvement of the private sector in an area in which it can appropriately
contribute a n d enabl es t he Government t
emerging needs.

The TOTE Tasmania (Sale) Bill provides the enabling mechanism for this
strategy to be implemented. It ensures that the sale will occur in a manner
that ensures the greatest chance of financial and economic returns to the
State being maximised, that employees are appropriately treated and that the
sale process is administratively efficient.

Madam President
| commend the Bill to the Council.

(0]
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PART 1
Clause 1

Clause 2

Clause 3

Clause 4

PART 2

Clause 5

Clause 6

Clause 7

Clause 8

Clause 9

TOTE Tasmania (Sale) Act 2009
Notes on Clauses

PRELIMINARY
Short Title.

The TOTE Tasmania (Sale) Act 2009 commences on the day it
receives Royal Assent.

This clause interprets key terms used in the Bill.

This clause defines the business of TOTE Tasmania. It also allows
the Treasurer to exclude a part of the business of TOTE, or a TOTE
subsidiary from this Act or a provision of this Act. This provides the
Treasurer with flexibility to sell part of the business.

AUTHORITY OF TREASURER TO SELL TOTE TASMANIA

This clause provides authority for the Treasurer to sell the shares in
TOTE Tasmania and its subsidiaries, or the business of TOTE
Tasmania and its subsidiaries. This clause also provides that the
Treasurer must have regard to achieving a fair and reasonable price
in exercising this power of sale.

This clause provides the Treasurer with powers to facilitate the sale
process.

This clause provides that the Treasurer may direct TOTE Tasmania
to take certain actions that would facilitate the sale. This is
consistent with existing powers under the Constitutions for
State-owned Companies and the Government Business Enterprises
(Sale) Act 2003 and removes doubt about this power of direction.

TOTE or its Board must comply with the direction provided by the
Treasurer.

This clause allows the Treasurer to amend the Constitution of TOTE
Tasmania and its subsidiaries. This provision allows for the
constitution to be amended without tabling the amendments in
Parliament as required under the TOTE Tasmania Act, which will
allow for the sale to be expedited.

This clause provides the Treasurer with the power to exempt from
State tax a document prepared for the sale of TOTE Tasmania or
the transfer of any unsold parts of the business to the Crown. This is
consistent with the Government Business Enterprises (Sale) Act
2003.
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PART 3

Clause 10

Clause 11

Clause 12

PART 4

Clause 13

Clause 14

SALE OF SHARES IN TOTE TASMANIA OR TOTE SUBSIDIARY

This Part contains similar provisions to those in the Government
Business Enterprises (Sale) Act 2003 relating to long service leave
and superannuation.

This clause specifies that Part 3 of the Bill relates to the sale of the
shares in TOTE Tasmania and its subsidiaries.

This clause provides a formula for uplifting the long service leave
entittements of TOTE Tasmania employees covered by the Long
Service Leave (State Employees) Act 1994 when the sale of shares
i's completed. l'ts intent is t
service leave entitlements are not diminished as a result of sale.

The clause specifies that employees are not covered by the Long
Service Leave (State Employees) Act 1994 after the sale of shares
is completed.

This clause provides that, if the Treasurer agrees to sell the shares
in TOTE Tasmania or its subsidiaries, the Minister administering the
Retirement Benefits Act 1993 is to declare the sale agreement a
prescribed arrangement for the purposes of the Retirement Benefits
Regulation 1994. Declaration of the sale as a prescribed
arrangement provides for a more favourable superannuation
outcome for employees who are members of the RBF Contributory
Scheme than would otherwise be the case. It allows them to
receive a redundancy benefit if their membership ceases as a result
of a prescribed arrangement.

SALE OF BUSINESS OF TOTE TASMANIA OR TOTE
SUBSIDIARY

This Part contains similar provisions to those in the Government
Business Enterprises (Sale) Act 2003 relating to the sale of a
business.

This clause specifies that Part 4 of the Bill relates to the sale of the
business of TOTE Tasmania and its subsidiaries.

Clause 14(1) defines transferring business.

Clause 14(2) provides that, when the business is sold, unless
otherwise agreed, the purchaser assumes full legal responsibility in
respect of the business sold, including any legal documents and
proceedings.

Clause 14(3) provides that TOTE Tasmania is, after the sale day,
discharged from any liabilities and obligations that are transferred to
the purchaser on the sale day.
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Clause 15

Clause 15(1) defines transferred employee.

Clause 15(2) provides that the Treasurer may transfer the
employment of a person employed by TOTE Tasmania or a
subsidiary to the purchaser. The Treasurer may also terminate the
employment of a person employed by TOTE Tasmania, on
conditions the Treasurer considers appropriate, provided that any
termination is in accordance with any contract, award or agreement.

Clause 15(3) provides that before transferring or terminating the
employment of a person, the Treasurer is to consult with the person
in any manner the Treasurer considers appropriate including, but
not limited to, consultation with representatives of the person or
employee organisations to which the person belongs.

Clause 15(4) provides that any termination must be subject to and in
accordance with any relevant contract, awards or agreement.

Clause 15(5) provides that each person whose employment is
transferred or terminated is to be given written notice of the transfer
or termination.

Clause 15(6) provides that if the employment of a person is
transferred to the purchaser, that person becomes the employee of
the purchaser and ceases to be an employee of TOTE Tasmania.

Clause 15(7) makes provision for any transferred employee to be
employed by the purchaser for the same remuneration as was
received immediately before the transfer. It also provides that
except where an award, agreement or law otherwise provides, a
transferred employee retains all existing and accrued rights and is
entitled to claim those rights against the purchaser.

Clause 15(8) provides that an award or agreement applying to a
transferred employee before transfer will continue to apply upon and
after transfer except where another award, agreement or law
provides otherwise.

Clause 15(9) provides that the period of service of an employee with
TOTE Tasmania or its subsidiaries is taken to be service with the
purchaser.

Clause 15(10) clarifies that the terms of employment of a transferred
employee may be altered by an award, agreement or law after the
employee becomes a transferred employee.

erd rep tote 090408 interim report ch 006 d
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Clause 16

Clause 17

Clause 15(11) provides that where the employment of an employee
of TOTE Tasmania is terminated, that employment is terminated
immediately before the business of TOTE Tasmania is sold or on
the day specified in the order. The employee is not entitled to any
compensation or other payment in respect of termination except as
provided by the Retirement Benefits Act 1993 or the Public Sector
Superannuation Reform Act 1999, any other law, award, agreement
or conditions determined by the Treasurer.

Clause 15(12) provides that the order transferring the employee
under section 2 is not a statutory rule

This clause provides a formula for uplifting the long service leave
entittements of TOTE Tasmania employees covered by the Long
Service Leave (State Employees) Act 1994 if their employment is
transferred to the purchaser.
current long service leave entitlements are not diminished as a
result of sale.

The clause specifies that employees are not covered by the Long
Service Leave (State Employees) Act 1994 after the sale of shares
is completed.

This clause provides that in the event the Treasurer makes an order
under Section 15(2)(a) the agreement for sale is to be declared by
the Minister administering the Retirement Benefits Act 1993 a
prescribed arrangement for the purposes of the Retirement Benefits
Regulation 1994. Declaration of the sale as a prescribed
arrangement provides for a more favourable superannuation
outcome for employees who are members of the RBF Contributory
Scheme than would otherwise be the case. It allows them to
receive a redundancy benefit if their membership ceases as a result
of a prescribed arrangement.
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Clause 18

Clause 19

Clause 18(1) defines for the purposes of Division 3 the terms
“transfer day" and "transferring business".

Clause 18(2) provides that the Treasurer, if only part of the business
of TOTE Tasmania or a subsidiary is sold, may transfer the whole or
any part of the remaining business to the Crown and to specify
conditions relating to that transfer. The transfer is to occur by order
published in the gazette.

Clause 18(3) provides that this transfer may occur before the sale is
completed.

Clause 18(4) provides that the business of TOTE or a TOTE
subsidiary, other than a liability, vests in the Crown. It also provides
for a liability specified in the transferring order to become the
responsibility of the Crown.

Clause 18(5) provides that on and after the transfer day the Crown
assumes full legal responsibility in respect of the transferred
business.

Clause 18(6) provides that if any dispute arises in respect of a
transferring employee, the Treasurer may resolve the matter and
will provide TOTE Tasmania or its subsidiary with written advice.

Cl ause 18(7) provides that t he
clause 18(6) is final and binding.

Clause 18(8) provides that an order under subsection (2) is not a
statutory rule.

Clause 19(1) defines the transf
order in 18(2).

Clause 19(2) provides that the Treasurer may terminate the
employment of a person if the business of TOTE Tasmania or a
subsidiary is transferred to the Crown under clause 18.

Clause 19(3) provides that any termination must be in accordance
with any relevant contract, award or agreement.

Clause 19(4) provides that each person whose employment is
terminated is to be given written notice of the termination.

Clause 19(5) provides that terminated employees are not entitled to
compensation or other payments except as provided by the
Retirement Benefits Act 1993 or the Public Sector Superannuation
reform Act 1999, or any other law, an award, an agreement or any
conditions determined by the Treasurer.
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Clause 20

PART 5

Clause 21

Clause 22

Clause 23

Clause 24

Clause 25

Clause 26

Clause 27

This clause provides for the de-registration of TOTE Tasmania and
its subsidiaries if the respective businesses are sold. This is
because these companies will still exist, without assets or liabilities,
and will need to be wound up under the Corporations Act.

MISCELLANEOUS
Clause 21(1) defines a potential purchaser.

Clause 21(2) provides for relevant parties involved in the sale to
disclose information, including confidential information to each other
and to potential purchasers, their directors, employees, agents and
advisors in order to facilitate the sale.

Clause 21(3) provides that a person who receives information under
clause 21(2) must not disclose that information to parties other than
those specified in this clause. It also provides for a penalty if the
person discloses this information to unauthorised parties.

This clause provides that the obligations of TOTE Tasmania and its
subsidiaries are not guaranteed by the Crown.

This clause provides for the proceeds of the sale to be paid into the
Consolidated Fund.

This clause provides that the Auditor-General is to review a sale
under clause 5 after the sale has completed and is to report to each
House of Parliament within 120 days of the sale or the
deregistration of TOTE Tasmania. This clause also provides that
the Auditor-General must be given access to all information that the
Auditor-General considers relevant to the report.

This clause provides protection for acts done or omitted under the
Act if the act or omission is done in good faith. It protects contracts
and agreements from being terminated and claims that
confidentiality has been breached as a result of the sale.

This clause provides for matters to be excluded from the
Corporations Act 2001. For example, this includes a sale under
clause 5 and the amendment of TOTE's constitution under clause 8.
This is a fairly standard provision for the sale of State owned
Companies.

This clause provides for the Treasurer, by an order published in the
Gazette, to exclude sale contracts from the Trade Practices Act
1974 and the Competition Policy Reform (Tasmania) Act 1996.
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Clause 28

Clause 29

Clause 30

Clause 31

Clause 32 and
schedule 1

This clause provides that TOTE Tasmania or its subsidiaries or any
person concerned in the management of TOTE Tasmania or a
TOTE subsidiary be convicted separately of an offence unless they
had no knowledge of the offence or they used all due diligence to
prevent the act or omission.

This clause empowers the Governor to make regulations for the
purposes of this Act.

This clause provides that the administration of the Act is assigned to
the Treasurer.

This clause provides for the Auditor-General to conduct an audit for
the financial year prior to the sale. It also requires the Treasurer to
table TOTEG6s annual report in P
TOTE does not provide the necessary information to the Auditor
General.

This clause provides for the repeal of the Portfolio legislation once
all the shares in TOTE are sold, or TOTE has been deregistered
and the Governor has made such a proclamation on the
recommendation of the Treasurer.

This clause also provides for section 23 of the TOTE Tasmania Act
2000 to be repealed on Royal Assent. Section 23 does not permit
the company to sell its assets or main undertaking unless the sale
or disposal is approved by both Houses of Parliament.
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CONFIDENTIAL

Funding Deed

The Crown in Right of Tasmania Government
Tasmanian Racing Board TrB
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CONFIDENTIAL

Funding Deed dated

Parties The Crown in the Right of Tasmania (Government)
Tasmanian Racing Board (TRB)

Background

A The TRB is responsible for the corporate governance, strategic direction and funding of the
Tasmanian thoroughbred, harness and greyhound racing and breeding industries.

B. The Government has agreed to provide funding to the TRB for the promotion and development
of the Tasmanian thoroughbred, harness and greyhound racing and breeding industries and for
capital works to Tasmanian racing venues.

C. This deed represents the terms and conditions on which funding is granted.

Operative provisions

1.
1.1

Definitions and interpretation
Definitions
In this deed:

Adjustment Amount has the meaning given in paragraph (a) of the definition of "Operational
Amount";

Business Day means a day that is not a Saturday. Sunday or public holiday and on which
banks are open for business generally in Hobart;

Capital Amount means $X:
Capital Funding Condition means each condition specified in clause 2.2;

Capital Funding End Date means 30 June 2010 or such later date as may be notified by the
Government to the TRB;

Commencement Date means the latter of 1 July 2009 and the first Business Day after all
Operational Funding Conditions are satisfied or waived;

CPI figure means the Consumer Price Index: Average All Capital Cities published by the
Australian Statistician under the Census and Statistics Act 1905 of the Commonwealth, or, if
the index is no longer published. an alternative index reflecting the average cost of living in all
capital cities of Australia as determined by the Government;

CPI year 0 means the average of the CPI figure for the four (4) Quarters ending 30 June in
respect of the Financial Year preceding CPI year 1:

CPI year 1 means the average of the CPI figure for the four (4) Quarters ending 30 June in
respect of the Financial Year immediately preceding the Financial Year in which the
Operational Amount is to be paid:

CPI indexation factor means CPI year 1 divided by CPI year 0:
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Financial Year means the 12 calendar months commencing on 1 July in any year and ending
on 30 June of the following year:

Funding Term means the Original Funding Term plus any extension pursuant to clause 3.2;

Indexation Factor means the CPI Indexation factor less 0.01;

Insolvency Event means in respect of the TRB, the occurrence of any of the following:

(a)

(b)
(c)

(d)

(e)

(1)
)

(k)

the TRB, or any person for or on its behalf, disposes of all, or substantially all, of
its assets and/or undertakings:

the TRB ceases to carry on business:

an administrator is appointed or a resolution is passed or any steps are taken to
appoint, or to pass a resolution to appoint, an administrator to the TRB:

a receiver, receiver and manager, official manager, trustee, administrator, other
controller, as defined in the Corporations Act, or similar officer is appointed. or
steps are taken for such appointinent, over any of the assets or undertaking of the
TRB;

the TRB proposes or takes steps to implement a scheme of arrangement or other
compromise or arrangement with its creditors or any class of them;

the TRB is or becomes unable to pay its debts when they are due, or is otherwise
insolvent;

the TRB suspends payment of its debts generally:

an application or order is made for the winding-up, dissolution or deregistration of
the TRB or a resolution is passed or any steps are taken, including to pass a
resolution in connection with, the winding-up or dissolution of the TRB:

the TRB is declared or taken under any applicable law to be insolvent:

a notice under section 601AB of the Corporations Act is given to, or an application
under section 601AA is made by, or in respect of the TRB or, where the TRB is an
incorporated association, any steps are taken in connection with the cancellation of
its incorporation; or

a person appointed under a power of attorney or other instrument or arrangement
with the TRB or the TRB’s financiers becomes entitled to manage the business or
affairs of the TRB or to perform obligations of the TRB;

Minister means the Minister for Racing in Tasmania;

Operational Amount means, subject to clause 5.3:

(a)

(b)

in respect of the first Financial Year or part thereof during the Funding Term. $X
million less the amount of any moneys received under any Previous Funding
Arrangement in respect of that Financial Year (Adjustment Amount) whether such
money is received before or after the commencement date:

for each subsequent Financial Year during the Funding Term, the amount paid by
the Government in respect of the immediately preceding Financial Year in
accordance with clause 5.1(a) multiplied by the Indexation Factor:
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Operational Funding Condition means each condition specified in clause 2.1:

Operational Funding End Date means 30 September 2009 or such later date as may be
notified by the Government to the TRB:

Original Funding Term means the period as provided in clause 3.1;

Previous Funding Arrangement means any funding or other financial arrangement in
relation to the TRB or any thoroughbred, harness and greyhound racing or breeding
organisation or part of an organisation under any legislation or any arrangement with TOTE
Tasmania Pty Ltd or the Governiment in existence before the Commencement Date:

Sale means the sale of the shares in and/or the assets of TOTE Tasmania Pty Ltd to a private
interest.

Interpretation

In this deed:

(a) headings are for convenience only and do not affect interpretation;
and unless the context indicates a contrary intention:

(b) an obligation or a liability assumed by, or a right conferred on, 2 or more persons
binds or benefits them jointly and severally;

(c) "person” includes an individual, the estate of an individual, a corporation, an
authority, an association or a joint venture (whether incorporated or
unincorporated), a partnership and a trust;

(d) a reference to a party includes that party's executors, administrators, successors and
permitted assigns, including persons taking by way of novation;

(e) a reference to a document (including this deed and the Treasurer's Instruction GBE
07-44-01 Investments) is to that document as varied, novated, ratified or replaced
from time to time:

(f) a reference to a statute includes its delegated legislation and a reference to a statute
or delegated legislation or a provision of either includes consolidations,
amendments, re-enactments and replacements:

(2) a word importing the singular includes the plural (and vice versa), and a word
indicating a gender includes every other gender:

(h) a reference to a party. clause, schedule, exhibit. attachment or annexure is a
reference to a party, clause. schedule, exhibit. attachment or annexure to or of this
deed, and a reference to this deed includes all schedules, exhibits, attachments and
annexures to 1t;

(1) if a word or phrase is given a defined meaning, any other part of speech or
grammatical form of that word or phrase has a corresponding meaning:

1) "includes” in any form is not a word of limitation; and

(k) a reference to "$" or "dollar" is to Australian currency.
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2.3
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2.5

2.6

Conditions Precedent

Conditions relating to Operational Amount

Clauses 3, 4.1, 4.3, 5.1(a), 7 and 8 do not become binding on the parties and have no foree or
effect unless and until each of the conditions listed below has either been satisfied or waived in
accordance with clause 2.4

(a) the Minister's Order transferring assets and liabilities to the TRB from TOTE
Tasmania Pty Ltd under the Racing Regulation Amendment (Governance Reform)
Act 2008 (Tas) is published in the Tasmanian Government Gazette: and

(b) sections 42 and 46 of the Gaming Control Amendment Bill 2009 or their equivalents
are proclaimed.

Conditions relating to Capital Amount

Clauses 4.2 and 5.1(b) of this deed do not become binding on the parties and have no force or
effect unless and until:

(a) each Operational Funding Condition is satisfied or waived in accordance with
clause 2.4: and

(b) the Government receives the funds which are due and payable on the completion of
the Sale.

Notice in relation to satisfaction of Conditions

Each party must within 1 Business Day after becoming aware of the satisfaction of any
Operational Funding Condition or any Capital Funding Condition, notify the other party of the
satisfaction of that condition and provide reasonable evidence that the condition has been
satisfied.

Waiver of Conditions

The Government may in its absolute diseretion waive an Operational Funding Condition
and/or a Capital Funding Condition by giving notice to the TRB.

Failure of Operational Funding Conditions

If any Operational Funding Condition has become incapable of satisfaction and is not waived
in accordance with clause 2.4 within 10 Business Days of the date the incapacity became
evident, then the parties will negotiate in good faith an alternative funding agreement.

Failure of Capital Funding Condition

If:

(a) at any time before the Capital Funding End Date the Capital Funding Condition has
become incapable of satisfaction and is not waived in accordance with clause 2.4,

(b) at any time after the Capital Funding End Date the Capital Funding Condition has

not been satisfied or waived 1n accordance with clause 2.4: or

(c) the Government gives notice to the TRB that it is no longer pursuing the Sale:
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