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THE AUSTRALIAN CASINO INDUSTRY

1 EXECUTIVE SUMMARY

The Australian Casino Association’s (ACA) Australian Casino Economic Report is a comprehensive study of all casino
operators across Australia. The current report marks the twelfth year that the study has been undertaken.

The report focuses on the Australian casino industry and its impact on the Australian economy for the Financial
Year 2007. Key findings include:

e theindustry generated gross revenue of $3.676 billion and value added;
e while purchased inputs reached a worth of $2.235 billion;
e theindustry also paid $1.006 billion in taxes and managed 47.9 million visitors.

Additional findings of the Australian casino industry in FY 2007 are set out below:

© IIIIIIII




Australian Casino Industry Economic Report FY2007

2 INTRODUCTION

2.1 About the Report

The Australian Casino Association (ACA) 2006/07 Australian Casino Economic Report is a comprehensive study of
all casino operators located in Australia. The current report marks the twelfth year that the study has been
undertaken, with the last four editions providing key benchmark data that has been consolidated in this year’s
report where applicable.

The annual casino industry report provides the industry with a means of promoting the contribution and economic
importance of the industry to the Australian economy. The report contains industry survey responses from each of
the casinos operating in Australia at the aggregated level.

2.2 Report Process and Survey Data Collected

Two key tasks were involved in the preparation of the Australia Casino Industry Economic Report:

e Industry Survey — designed to gather information on the physical, financial and socio-economic aspects of
the casino industry; and

e Results Analysis — producing a summary of results for use by the industry, measuring the contribution that
the casino industry makes to the wealth and prosperity of Australia.

The industry survey was distributed to all thirteen Australian casinos in order to obtain the economic data that was
then analysed and reproduced in this report. Casinos were requested to provide the following information:

e casino physical factor data:

e number of entertainment and recreational facilities;
e number of accommodation facilities;

e number of commercial facilities;

e number of smoking areas; and

e number of visitors and their origin.

e financial and economic data:

e revenue, operating and expenditure; and

e government revenue and taxation.

e social and community data:
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e number of employees and associated employees
e characteristics;

e contribution to community groups; and

e number of conventions.

e focus on poker:

e number of tables; and

e revenue and capital expenditure.

The data provided by each casino in the survey was collated and aggregated at a casino industry level. Once
aggregated, data gaps and omissions were identified by the ACA and follow up procedures were undertaken with
appropriate casinos to clarify and ensure accuracy of data allowing report finalisation.

All outcomes shown in the following report are sourced from the survey material unless otherwise stated.

Where comparisons have been made with current casino data to the previous four years of information, there are
two growth measures used throughout the report to explain changes in the economic indicators:

e compound annual growth rate (CAGR) is a method of assessing the average growth of a value over time,
and serves to describe the rate of growth if the indicator grew at a steady rate; and

e average annual growth rate (AAGR) is a method of determining the average increase in the value of an
indicator over the period of a year.

Unless stated, the CAGR and the AAGR rates are calculated on 2002/03 to FY 2007 changes, using data collected
for the previous four reports. The results of the industry survey and results analysis phases of the study are
contained in the remainder of the report.
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3 AUSTRALIAN CASINOS

3.1 ACA and Australian Casinos

The ACA is the industry association that represents Australia’s thirteen regulated casinos. The central role of the
ACA is to promote the casino industry as one that is a leader in regulatory compliance and in promoting
responsible gaming practices that reflect community expectations of the highest standards of probity and integrity.
Australian casinos operate in total compliance environments and are subject to rigorous standards of compliance.
They pay a premium for the right to operate and this is borne out in the results that are outlined in the report.

The Australian members of the ACA are outlined in figure 3.1.

These thirteen casinos have all been included in the 2006/07 Australian Casino Economic Report.

FiG. 3.1
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4 CASINO FACILITIES: GAMING FACILITIES

In FY 2007 the Australian casino industry has continued recent trends in increasing the number of all key facilities
offered to visitors. Australian casinos are multi faceted entertainment complexes that offer a broad range of
facilities that are not just gaming oriented but also include bars, restaurants and hotel facilities, theatres,
convention centres and retail. Casinos are destination venues that attract not only local customers but also
interstate and international customers.

As shown in Table 4-1, there has been a steady increase in the number of gaming tables provided by the casino
industry over the past five years which in part can be explained by the increase in the number of poker tables that
have been provided as the game’s popularity has increased over the last three years.
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Conferences and conventions are an important source of casino visitation and revenue generation. The overall

number of convention/conferences has grown at a CAGR and AAGR of 9.6% and 20.7% respectively since FY 2003.

Further in FY 2007 there was a 25.3% increase in total conference/convention numbers from the previous year.

This can be explained by the significant increase in local conference/convention numbers which experienced a

56.6% increase from the previous year.

As seen in fig 4.1 the total number of people attending conventions or conferences has remained steady from the

previous year. Over the past five years, the number of people attending conventions or conferences has increased

by CAGR and AAGR of 23.5% and 25.1% respectively.
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4.2 Revenue

In FY 2007, total revenue generated by Australia’s 13 operating casinos reached $3.68 billion which was an
increase of $60 million over the previous year, representing an increase of 1.7%.

Overall, there has been a $1.01 billion increase in revenues received by the casino industry between FY 1998 and
FY 2007. This equates to an average increase in revenue of $112 million per annum or, an average annual growth
rate of 3.69% over the 10 year timeframe. The compound annual growth rate for this period was 3.63%.

Casino Revenue Growth 1997/98 to 2006/07 (S
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4.2.1 Revenue Sources

Gaming revenue was the major source of revenue for the casino industry, which represented 78% of the total
casino industry revenue in FY 2007. The other significant earners for the casino industry were food and beverage
(12%) and accommodation (5.6%).

Although gaming revenue accounts for most of the revenues generated by the casino industry, it grew by just 0.7%
from the previous year to $2.88 billion, following strong growth of 8.7% in the previous year.

In FY 2007, non-gaming revenue was the major driver for the growth in revenue generated from the casino
industry — which reflects the total entertainment experience offered by Australian casinos. While non-gaming
revenues accounted for 22% of the total casino revenues in FY 2007, it accounted for 66% of the increase in
revenue from FY 2006 to FY 2007. In particular, there was an 86.2% increase in revenues generated from
entertainment from the previous year and it accounted for 34.1% increase in total casino revenues, despite only
constituting 1.2% of total casino revenue. This can be attributed to the gains from the significant increase in capital
investment during FY 2006 to expand, redevelop and refurbish facilities.

On the whole, total non-gaming revenue has shown a compound and average annual growth rate of 6.7% and
6.8% respectively, from FY 2003 to FY 2007.

Breakdown of Revenue
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4.2.2 Commission and International Revenue

Commission and international rated or junket players accounted for $475.8 million in revenues for the Australian
casino industry in FY 2007. This equates to a significant 13% of total industry revenue for the year, up from 10.5%
in FY 2006. Table 4-3 illustrates the trend for commission and international player revenue over five surveyed
years, showing a CAGR and AAGR of 0.7% and 3.6% respectively. In FY 2007 commission, rated and junket player
revenue increased by 24.4% from the previous year.

While analysing the outputs presented, it needs to be recognised that this revenue source will oscillate on an
annual basis because of the win ratios adopted by the various casinos and the number of players visiting Australian
casinos.
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Breakdown of Commissoned and Internationally
Sourced Revenue
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Fig 4.5
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_ 68 55.6 56.6 85.9 15.0% 18.5%
_ 187.5 174.7 106.5 175.9 129.8 -8.8% -1.7%
_ 462.1 461.4 312.6 382.5 475.8 0.7% 3.6%
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5 CASINO EXPENDITURE

Casino industry expenditure has been examined in terms of both operating expenditure and capital expenditure.

5.1 Operating Expenditure

Casino operating costs have risen by 13.8% from FY 2006 to FY 2007. This equates to a CAGR and AAGR of 7.1%
and 7.2% respectively, over the past five surveyed years. The largest component of the operating expenditure is
wages and salaries, which accounts for 52.2%, followed by other costs which accounted for 17.7% of total
operating expenditure.
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5.2 Capital Expenditure

Capital expenditure can tend to fluctuate from year to year depending on the number and cost of capital projects
undertaken by casinos. Therefore, it is less indicative of the annual change in performance of casino industry in
comparison to operating expenditure and instead is more indicative of capital investments made in specific time
periods.

In FY 2007 total industry capital expenditure reached $290.8 million, which was an increase of 36.8% over the
previous year. The broad capital expenditure items are shown in Table 5-2. Approximately 7.9% of total industry

revenue was spent on capital expenditure in FY 2007 which was higher in comparison to a 5.9% capital investment
ratio for FY 2006 and 5.7% in FY 2005.

130




Australian Casino Industry Economic Report FY2007

6.1 INDUSTRY CONTRIBUTION TO GOVERNMENT

Each year, the casino industry makes a considerable contribution to Government revenue at the local, state and
federal level. In FY 2007, the total taxes paid by casino industry reached $1.006 billion which represents 27.4% of
the total revenue generated by the casino industry. This equates to a CAGR and AAGR of 10.2% over the past five
years.

6.1.1 State and Local Government Revenue

The state and local government tax payment made by the casino industry reached $482.1 million in FY2007. This
represents a CAGR and AAGR of 4.5% increase from the levels paid in FY 2003 as shown in Table 6-1. Gaming taxes
have experienced the greatest increase in government revenue generated, rising by 6.2% CAGR and 6.3% AAGR
over the five years to reach $402.6 million in FY 2007, an increase of 3.3% from the previous year.
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Casino Contribution to Government - Local &
State ($'millions)
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6.1.2 Commonwealth Government

The casino industry contributed $524 million in Commonwealth taxes in FY 2007, an increase of 7.1% from the
previous year. The total payment into the Commonwealth tax system by the casino industry has increased by a
17.2% CAGR and 17.5% AAGR. From Table 6-2 it can be seen that company tax was the largest portion of federal
taxes paid and increased by a significant 46.3% CAGR and 50.2% AAGR from FY 2003 to FY 2007.

It should be noted that year to year comparisons of tax is difficult as it depends on a number of factors such as
accounting procedures for each casino and the profitability of the casinos which can be subject to significant
fluctuation.
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Casino Contribution to Government -
Commonwealth ($'millions)
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Fig 6.2

6.2 VALUE ADDED TO GDP

Value added is the contribution made by the casino industry to the Australian economy after deducting the cost of
purchasing inputs outside Australia to generate revenue. In terms of total direct value added to the Australian
GDP, the casino industry contributed $2.907 billion in FY 2007. This was based on a contribution to wages and
salaries of $1.017 billion, taxation of $1.006 billion and other value added worth $0.884 billion to GDP. This
equates to a significant proportion of 79% of total sales of the casino industry ($3.68 billion). This indicates that 79
cents out of every dollar spent at Australian casinos contributed directly to Australian GDP.

16©




Australian Casino Industry Economic Report FY2007

7.1 Socio ECONOMIC CONTRIBUTION

The casino industry makes socio economic contributions by providing employment and income and through
providing financial contributions to charities and community organisations. The industry directly provided 19,917
jobs and financed $1.017 billion in wages and salaries.

7.1.1 Employment

In FY 2007 Australian casinos employed 19,917 people. As demonstrated in Table 7-1 casino industry employment
has been relatively stable for the past five years, indicating CAGR and AAGR of 0.6% since FY 2003.

The two major employment categories continue to be gaming and food and beverage, which represent 36.8% and
28.1% respectively of the total casino industry employment in FY 2007, as shown in Figure 7.1. Staff numbers in
gaming increased by 4.1% while the number of staff in food and beverage fell by 1.4% from the previous year. Also,
despite a fall in the number of managers and administration staff from the previous year, over the past five years it
has experienced the strongest growth compared to all other occupations, with a CAGR and AAGR of 5.6% and 5.9%
respectively, far outpacing the total casino industry employment growth levels.

The total wages bill for the casino industry was $1.017 billion for FY 2007, with an additional $169.2 million on
labour on costs. As the casino industry hired 19,917 in FY 2007, this equates to an average annual salary per
employee of $51,062 per annum. This represents a significant increase in average annual salary from the previous
year, up by $8,972 or an increase of 21.3%. The large increase in average annual salary was primarily due to a
significant 22.5% increase in the total wage bill in proportion to the relatively small increase in the number of
casino employees, which was up by only 1% in FY 2007.

Breakdown of Casino Industry by Occupation
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7.1.2 Age of Employees and Employment Type

The casino industry appears to employ young people. The results from the FY 2007 survey show that over 55% of
all casino industry employees are below the age of thirty-four, while over 81% of the casino employees are under
forty-five as shown in the fig 7.2.

Table 7-2 illustrates reveals that for FY 2007 the number of 18-24 and 35-45 staff has increased by 1.1% and 5.3%
respectively from the previous year, while the 25-34 and 45+ staff have decreased in numbers by 0.3% and 3%
respectively from the previous year.
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Proportion of Employees by Age
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Of the 19,917 employees in the casino industry in FY 2007, 53% were full time workers, 23% were part-time
workers and the remainders (24%) were casual staff as exemplified in Table 7-3. These results are somewhat
different to the findings of the FY 2006 report where there was a higher proportion of full time workers (57%) and
smaller proportion of part-time workers (19%). In addition, over the past five years there has been a general trend
of replacing full time staff with part-time staff, with full time staff numbers showing a CAGR and AAGR reduction of

1.9%, whereas part-time staff numbers have increased at CAGR and AAGR of 7.5% and 7.6% respectively.
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8.1 CONTRIBUTION TO THE COMMUNITY

The casino industry contributes financially to the community not just in terms of taxes paid, but also through
programs and organisations which the industry funds and supports.

8.1.1 Community Benefit Levies

In FY 2007 community benefit contributions by the casino industry were $32.64 million. This corresponds to an
increase of $1.18 million from FY 2006 at a growth rate of 3.8%. The CAGR and AAGR between FY 2003 and FY
2007 has been 4.2% and 4.3% respectively as shown in Table 8-1 which is slightly higher than the growth rate of
total revenue.

8.1.2 Other Community Contributions

The casino industry supports makes additional community contributions over and above what it contributes to the
community benefit fund. In FY 2007, these contributions totalled $8.8 million, giving the total community
contribution of $41.44 million. Community support is quite varied ranging from charities, community groups,
sporting events and special events.
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9.1 CASINO VISITORS

In FY 2007 there were an estimated 47.9 million visitors to Australian casinos, which was one million more than the
previous year. Visitor origin has remained relatively steady for the past five years with residents of the local region
dominating visitor numbers in all casinos.

Of particular importance was the number of international visitors to Australian casinos as they generate additional
sources of revenue and inject international funds into the Australian economy. Although, the number of
international visitors has increased since FY 2003 as illustrated in Table 9-1, showing a CAGR and AAGR of 8.8% and
12% respectively, in FY 2007 there has been a decrease in international visitors by 16% from the previous year. The
interstate visitor numbers also fell significantly by 26.3% from the previous year.

On the other hand, local visitor numbers showed solid growth of 7.5% from the previous year and continued to
remain as the largest users of the casino facilities with 41.6 million visitors in FY 2007.

Australian Casino Visitors ("'millions)
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