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Crown Limited

Memorandum
To: The Board of Directors
Copy: Ken Barton
From: Michael Neilson
Date: 15 July 2013

Subject: Crown Sydney Update

Update
Attached is an update paper covering:

e Details of the financial submission made to the NSW Government as part of Crown’s Stage 2
Submission;

¢ Details of the licence fee/tax rate option selected by the NSW Government including new
conditions imposed on the project;

¢ Details of the resultant impact on the financial returns to Crown; and
e Next steps for the project to proceed through Stage 3 and beyond.
Suggested resolution:
Itis resolved as follows:
1. That the Crown Sydney Update presentation be noted;

2. That the Chairman and CEO be authorised to negotiate and finalise the terms of the Stage 3
Participation Agreement, to be signed in order to commence Stage 3 of the Unsolicited
Proposal process, such terms to include the payment to the NSW Government of a $5 million
non-refundable deposit and a covenant not to acquire any shares in Echo during the Stage 3
process, and to do such further acts and things related to or reasonably required to complete
the Stage 3 Participation Agreement;

3. That any two directors or one director and the company secretary be authorised to sign on
behalf of the company the Stage 3 Participation Agreement and any other agreement or
document necessary to give effect to the Stage 3 Participation Agreement;

4. That the Chairman and CEO be authorised to negotiate and finalise the terms of the
Framework Agreement, to be signed at the completion of Stage 3 of the Unsolicited Proposal
process, such terms to broadly reflect the terms set out in the presentations made to this and
prior Board meetings, and to do such further acts and things related to or reasonably required
to complete the Framework Agreement;
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5. That any two directors or one director and the company secretary be authorised to sign on
behalf of the company the Framework Agreement and any other agreement or document
necessary to give effect to the Framework Agreement; and

6. That all actions taken on behalf of the company as part of the Crown Sydney Unsolicited
Proposal be hereby ratified and approved.

Michael Neilson
General Counsel and
Company Secretary
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Annexure
Crown Sydney Update

See attached.
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% UBS Strictly confidential

Crown Sydney
Update on Unsolicited Proposal Process

16 July 2013
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Update on the process

Crown has been invited to participate in Stage 3 of the process

STAGE 1 STAGE 2 Cabinet STAGE 3 penel
(Initial submission) (Detailed Proposal) approval et documentation
PP Framework Agreement)
Completed Submitted Announced Up to 3 months
25 October 2012 21 June 2013 4 July 2013
e Detailed Proposal comprised: e Crownwasselectedas e Keydeliverable of e Toimplement the Crown

Sydney proposal, the following
documents will also need to be

Stage 3isa
Framework

the preferred party on 4

— Letter from James Packer and July 2013

the Proposal Summary
Volume 1: Project Submission

— plus attachments which
included consultant reports
(Allen Consulting Group,
Jones Lang LaSalle and The
Innovation Group)

Volume 2: Financial
Submission

Volume 3: Design Submission

Volume 4: Legal
Documentation (Draft
Framework Agreement)

Volume 5: Videos

Stage 3 Participation
Agreement to be signed

by Crown including
agreement to the NSW
Government's variations e
to Crown's proposal

$5 million deposit
payable within 5
business days of signing
the Stage 3

Participation Agreement
(offset against licence
fee)

Crown must agree to a
standstill in relation to
acquiring Echo's shares
for the duration of
Stage 3

Agreement to be
entered into by the
NSW Government
and Crown

The Stage 3
Participation
Agreement stipulates
a maximum 3 month
timeframe in which
to negotiate the
Framework
Agreement

negotiated following
completion of Stage 3:

Legislation
VIP Gaming Licence

VIP Gaming Management
Agreement

Investment and Regulatory
Agreement

Tax Guarantee Deed
Lease

Tripartite Agreement
Project Agreement

Project Management and
Construction Agreement

PDA Amendment Deed
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Update on Stage 2 final offer

Government
. g Crown Crown modified
Crown'’s final offer Option A Option B Option A
proposed two
alternative Upfront Payable upon granting of the
combinations of licence fee licence (which is expected to be $100 million $250 million $100 million
upfront licence fees, in CY2013)
tax rates and tax
guarantees Local VIP 27.5%' 23.0%2 29.0%3
Tax rates ) )
International / interstate VIP 10%* 9%4 10%*

The NSW Government
selected Option A with
modifications

Guarantee 1!

(" Cannibalisation”
guarantee)

Guarantee 2!

($1 billion
guarantee)

The average annual normalised
gaming taxes received by the
NSW Government from Crown
Sydney and The Star in FY20 to
FY22 will exceed the normalised
gaming taxes received by the
NSW Government from The
Star*in FY19

Crown Sydney will pay gaming
taxes of at least $1 billion to the
NSW Government over the first
15 years of full operation (ie.
FY22 to FY36)

v

(modified to also
include $100
million licence fee)

Note:

BwN o

Comprises State gaming tax of 16.41% + 2% responsible gaming levy + 9.09% GST
Comprises State gaming tax of 11.91% + 2% responsible gaming levy + 9.09% GST
Comprises State gaming tax of 17.91% + 2% responsible gaming levy + 9.09% GST
Including GST. The NSW Government will be required to reimburse Crown for any GST paid to the Federal Government in relation to
international and interstate revenue
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The NSW Government's conditional offer

The NSW Government
proposed further
conditions including
additional membership
criteria and a revised
definition of minimum
bet limits

Crown is required to
accept these conditions
as a term of entry to
Stage 3

3 UBS D

Additional conditions

VIP membership

the NSW Government accepted Crown's starting position on VIP membership, but added a number of

additional criteria including:

— a 24 hour cooling off period for NSW residents applying for membership who cannot demonstrate a
track record of VIP gaming at other casinos;

- rules to be developed to ensure that guests are bona fide; and

— regular reviews of members gaming activity to ensure that they are entitled to retain membership

Minimum bet limits

the NSW Government revised the definition of minimum bet limits for table games so as to be the greater
of:

- $30 for Baccarat, $20 for Blackjack and $25 for Roulette’; and

-~ the lowest minimum bet for the equivalent game applying in any of Crown's VIP areas in Melbourne
Crown had proposed that the definition of minimum bet limits would be the fower of these two amounts

Review of taxes

licence fee, taxes, levies and charges and other payments relating to the conduct of gaming operations will
be the subject of an independent review process after 20 years of operation

factors that will be considered include market conditions, financial viability and competitiveness and the
return on capital of the licensee

the final criteria that forms the basis of the review will be developed during Stage 3 in consultation with
Crown

Regulation

Note:

1

the costs of regulation of Crown Sydney will be met by Crown

ILGA will determine day to day regulatory requirements and investigate and implement a system of third
party exclusion procedures to protect families, which will apply to all casinos in NSW

the approach to regulation of Crown Sydney and The Star is intended to be consistent over time (including
front money for rebate play) having regard to best regulatory practice

For the purpose of determining the minimum bet limit in relation to Roulette, the bet limit represents the minimum total of all bets placed per
player, per spin



Updated financial profile and financial returns
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The conditions imposed by the NSW Government are not currently expected to have a material impact on the
projected returns for the Crown Sydney project

Under the
Government's offer,
Crown Sydney is
expected to generate
million in
EBITDA in FY22 versus
million under
Crown's proposed
Option A

The revised $1 billion
tax guarantee equates
to only of the
forecast taxes paid to
the NSW Government
over the period

The changes to
membership criteria and
specification of minimum
bet limits are not
currently expected to
have a material impact on
revenue projections

% uBs B

Crown Sydney financial summary (FY22)

Government

modified

Juny/e Option A
Revenue

International VIP
Interstate VIP
Local VIP

Hotel and other!

Total revenue

Allocated expenses

Gaming tax expense?

Contribution
International VIP
Interstate VIP
Local VIP
Hotel and other

Total contribution

% margin
Corporate costs

EBITDA

% margin

Notes:

1 ‘Hotel and other’ includes hotel, pool & spa, restaurants, bars and retail

$1 billion guarantee

Government
modified
Option A

Tax paid (FY22-FY36)°

Guarantee amount
Less: upfront licence fee

Guaranteed tax amount

% of forecast tax paid

Indicative financial returns

NPV4
IRR
Payback period

Government
Crown modified
Option A Option A

2 Incuding 29.0% on lccal VIP revenue (comprising State gaming tax of 17.91% + 2% responsible gaming levy + 9.09% GST) plus 10% on international
and interstate VIP (after the NSW Government reimburses Crown for any GST paid on international and interstate revenue)
3 Calculated as local VIP tax rate of 19.91% (State gaming tax of 17.91% + 2% responsible gaming levy) + international / interstate tax rate of 10% 4

4  Ata discount rate of
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Updated estimated project cost

The total cost of the Estimated project cost—key assumptions

Crown Sydney project

is currentlv estimated ASm Low cost Base cost High cost
to be ¢ Licence fee 100 100 100
(previously Land cost (estimate)

-' adjusted for Design and pre-construction (incl. exclusivity fee)

proceeds from Remediation of land

apartment sales and Hotel resort construction

pre-opening expenses Apartment construction

Gaming equipment

Total gross project cost

Proceeds from apartment sales
(post Lend Lease's profit share)

Total net project cost

Pre-opening expenses

Total project cost

Changes to estimated project cost since 7 May Board meeting

e Upfront licence fee of $100m, payable in a single instalment




Potential scenarios
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Licence fee

Total project cost!

Sydney international VIP
Market growth rate

Sydney vs Melbourne
Crown Sydney market share
Sydney local VIP

Market growth rate

Melbourne local VIP market

Sydney vs Melbourne

Crown Sydney market share

Indicative impact on Crown

FY22 EBITDA

Npv (at [

IRR

Indicative impact on Government

Incremental Gross Gaming Tax paid in FY22 (incl. GST)

Incremental State Gaming Tax Revenue received by
NSW Government in FY22?2

Incremental State Gaming Tax Revenue received by
NSW Government over first 10 years of full operation?

Government
A downside case modified Option A An upside case

Key assumptions

$100m $100m $100m

Notes:
{% UBS 1 Includes licence fee, proceeds from apartment sales (post Lend Lease’s profit share) and pre-opening expenses
2 Comprises gaming taxes paid directly to the NSW Government, plus an estimate of the NSW Government's net share of GST paid on gaming revenue 6

(assumed to be 31% of the amount of GST payable in connection to gaming revenue), less any refund paid by the NSW Government in connection with GST
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This presentation has been prepared by UBS AG and/or its affiliates (together, “UBS") for the exclusive use of the party to whom UBS delivers this presentation (the “Recipient”) using information provnded by the Recipient and other publlcly available information. You acknowledge
and agree UBS has not independently verified the information contained herein, nor does UBS make any representation or warranty, either express or implied, as to the accuracy, or y of the i ion contained in this presentation. This presentation should
not be regarded by the Recipient as a substitute for the exercise of its own judgment and the Recipient is expected to rely on its own due diligence if it wishes to proceed further.

The valuations, forecasts, estimates, opinions and projections contained herein involve elements of subjective judgment and analysis. Any opinions expressed in this material are subject to change without notice and may differ or be contrary to opinions expressed by other business
areas or groups of UBS as a result of using different assumptions and criteria. This presentation may contain forward-looking statements. UBS undertakes no obligation to update these forward-looking statements for events or drcumstances that occur subseguent to such dates or
to update or keep current any of the information contained herein. Any estimates or projections as to events that may occur in the future (induding projections of revenue, expense, net income and stock performance) are based upon the best judgment of UBS from the information
provided by the Recipient and other publicly available information as of the date of this presentation. Any statements, estimates or projections as to UBS' fees or other pricing are accurate only as at the date of this presentation. There is no guarantee that any of these estimates or
projections will be achieved. Actual results will vary from the projections and such variations may be material.

This presentation may also contain references to UBS Research. The UBS Research Department produces research independently of all other UBS business areas and UBS AG business groups and no other person or department within UBS may directly or indirectly offer or guarantee
coverage by UBS Research.

Research is produced for the benefit of the firm's investing dients. The primary objectives of each analyst in the research department are: to analyse the companies, industries and countries they cover and forecast their financial and economic performance; as a result, to form
opinions on the value and future behaviour of equity and eguity-linked securities issued by the companies they cover; and to convey that information to UBS' investing dients. Each issuer is covered by the Research Department at its sole discretion.

Nothing contained herein is, or shall be relied upon as, a promise or representation as to the past or future. UBS, its affiliates, directors, employees and/or agents expressly disclaim any and all liability relating or resulting from inaccurate or incomplete information and the use or
refiance of all or any part of this presentation or any of the information contained therein.

By accepting this presentation, the Redpient acknowledges and agrees that UBS will at all times act as an independent contractor on an arm’s-length basis and will not act in any other capacity, induding in a fidudary capacity, with respect to the Redpient. UBS, in its capacity as
principal or agent is involved in a wide range of commerdal banking and investment banking activities globally from which conflicting interests or duties may arise. UBS may provide services to any member of the same group as the Redpient or any other entity or person (a “Third
Party"), engage in any transaction {on its own account or otherwise) with respect to the Recipient or a Third Party, or act in relation to any matter for itself or any Third Party, notwithstanding that such services, transactions or actions may be adverse to the Redpient or any member
of its group, and UBS may retain for its own benefit any related remuneration or profit

This presentation has been prep: solely for ir i purposes and is not to be construed as a solidtation or an offer to buy or sell any securities or related finandal instruments. The Redpient should not construe the contents of this presentation as legal, tax, accounting or
investment advice or a recommendation. The Recipient should consult its own counsel, tax and financial advisors as to legal and related matters concerning any transaction described herein. This presentation does not purport to be all-inclusive or to contain all of the information
that the Redpient may require. No investment, divestment or other financial decisions or actions should be based solely on the information in this presentation.

This presentation has been prepared on a confidential basis solely for the use and benefit of the Recipient; provided that the Recipient and any of its employees, representatives, or other agents may disdose to any and all persons, without limitation of any kind, the tax treatment
and tax structure of the transaction and all materials of any kind (including opinions or other tax analyses) that are provided to the Recipient relating to such tax treatment and tax structure. Distribution of this presentation to any person other than the Recipient and those persons
retained to advise the Recipient, who agree to maintain the confidentiality of this material and be bound by the limitations outlined herein, is unauthorized. This material must not be copied, reproduced, distributed or passed to others at any time, in whole or in part, without the
prior written consent of UBS.

UBS spedfically prohibits the redistribution or reproduction of this material in whole or in part without the written permission of UBS and UBS accepts no liability whatsoever for the actions of third parties in this respect.

© UBS 2013. Key symbol and UBS are among the regi and gi of UBS. All rights reserved.




