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To provide flexibility for future acquisitions, Melco intends to apply now for approval to 
become an 'associate' of CML. 

4.  Approval of the Commission for Melco 
becoming 'entitled' to more than 5% of the 
shares in Crown Melbourne 

Victorian Casino Agreement:  

cl 22.1(f) 

If Melco increases its holding in Crown and obtains a relevant interest in more than 20% 
of Crown's shares, Melco will be deemed to have the same relevant interests in CML 
shares that Crown has.

2
   

Crown has relevant interests in 100% of CML's shares, because CML is a wholly owned 
subsidiary of Crown.   

Therefore, Melco would obtain relevant interests in, and become 'entitled' to, 100% of 
the CML shares if it acquires a holding of more than 20% in Crown Ltd. 

                                                      

2 Section 608(3)(a) of the Corporations Act. 
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Schedule 2  - Acquisition of Initial Holding 

Based on our analysis of the relevant regulatory framework, we have concluded that no prior approval for 
these acquisitions is required under the Casino Control Act 1991 (Vic) (Control Act) or under the Casino 
Agreement. 

1.1 Melco does not become an 'associate' of CML because of the Initial 
Holding 

The acquisition of the Initial Holding in the listed shares of Crown does not make Melco or any 
other person an 'associate'3 of CML (i.e. the casino operator), a subsidiary of Crown, for the 
purposes of the definition of 'major change' in the state of affairs existing in relation to CML in 
section 28 of the Control Act.  

By virtue of the Initial Holding:  

(a) Melco will not hold any 'relevant financial interest'4 in the business of CML that will 
be carried on under the casino licence.  Melco will not be able to exercise 
significant influence over or with respect to the management or operation of that 
business.5 

Melco will not have any share in the capital of CML or its business.  Melco will not 
have any direct entitlement to receive any income from the business of CML, but 
will become entitled to receive dividends from Crown through its shareholding in 
Crown.  Melco cannot be considered in these circumstances to have a 'relevant 
financial interest' in CML. 

Melco’s right to receive dividends from Crown will not give it any influence over or 
with respect to the management or operation of CML's business.  It is merely a 
passive right to receive a dividend stream from Crown;  and 

(b) Melco will not be entitled to exercise any 'relevant power' in the business of CML 
that  is carried on under the casino licence.  Melco will not be able to exercise 
significant influence over or with respect to the management or operation of that 
business.6 

A 'relevant power'7 is 'any power, whether exercisable by voting or otherwise and 
whether exercisable alone or in association with others: 

 to participate in any directorial, managerial or executive decision; or 

 to elect or appoint any person to any relevant position (i.e. the position 
of director, manager or other executive position or secretary, however 
that position is designated). 

                                                      

3 As defined in section 4(1) of the Control Act 

4 Definition of 'relevant financial interest' in 4(2) of the Control Act 

5 Definition of 'associate' in section 4(1)(a) of the Control Act 

6 Definition of 'associate' in section 4(1)(a) of the Control Act 

7 Definitions of 'relevant power' and 'relevant position' in section 4(2) of the Control Act 
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The Initial Holding in Crown does not give Melco any power to participate in 
management decisions of CML (or Crown), or to elect or appoint any director or 
executive of CML or Crown. 

Although Melco has stated an intention to seek Crown board representation (after 
obtaining necessary regulatory approval from the Commission and other relevant 
casino regulators), Melco does not have any power to cause that to happen.  It will 
be in the discretion of the existing Crown Board as to whether or not such a 
director is appointed.  Given the composition of Crown's share register, Melco does 
not consider that the Initial Holding would give it power to control the election of 
any director at a general meeting of Crown. 

Melco is not acting in association with any other person in relation to decisions 
made in respect of the business of CML or in relation to the election or 
appointment of any person to any relevant position. 

In the circumstances, Melco does not consider that, by virtue of the Initial Holding, 
it has any 'relevant power', or that it has any ability to exercise significant influence 
over or with respect to the management or operation of CML's business. 

Neither Melco, nor any of its executives or nominees, will hold any 'relevant position' in the 
business of CML (or Crown) upon acquisition of the Initial Holding.  As noted above, it will be 
in the discretion of the existing Crown Board as to whether or not such a director is appointed, 
following approval of the person by the Commission.   

1.2 No 'entitlement' to more than 5% of the shares in CML 

Clause 22.1(f) of the Casino Agreement provides that it is a condition of that agreement that 
CML will not knowingly permit a person or, upon becoming aware of a person being entitled, 
allow a person to continue to be 'entitled' to a number of shares in CML which exceeds 5% of 
the total number of shares on issue at any time without the prior written approval of the 
Commission. 

A person's 'entitlement' to shares in CML is calculated in the manner prescribed for calculation 
of substantial holdings in Part 6C.1 of the Corporations Act.8  Therefore, Melco's 'entitlement' 
to shares in CML will be calculated as the total number of votes attached to CML shares in 
which Melco or its associates have a 'relevant interest'.9   

While Melco will have a relevant interest of 19.99% in Crown as a result of the Initial Holding, 
it will not have any relevant interest in the shares in CML.10 

However, should Melco increase its holding in Crown to above 20%,11 it will acquire an 
'entitlement' to 100% of the shares in CML and so would require the prior approval of the 
Commission (see Schedule 1). 

                                                      

8 Clause 22.3 of the Casino Agreement. 

9 Section 671B and definition of 'substantial holding' in section 9 of the Corporations Act 2001 (Cth) (Corporations 
Act) 

10 Sections 608 and 609 of the Corporations Act 

11 Section 608(3)(a) of the Corporations Act 
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