ENCLOSURE 3

December 1st Scenarios
Scenario A:

If Overseas Horserace betting were to be included in the 2009/10 levy scheme with a
headline rate of 9% without abatements then this would raise the theoretical levy
from £62.5 to £76.8m. This is based on using the 2009/10 levy scheme calculations
without abatements on the total of GB & Overseas Horseracing for each of the shop
and remote betting cafegories.

This forms the basis of this scenario. Table A shows that for this scenario:

e The levy from those modelled in the base year would rise from £62.5m to
£76.8m - arise of £14.3m (22.8%).

e This assumes that nothing else changes in terms of numiber of shops open,
revenues and all other costs.

e So this £14.3m rise levy comes straight from the bottom line and means that
operator profits fall by the same amount.

e For the four most vulnerable groups this is particularly critical. For example, the
Single Shop Operators would have their profit reduced from £2,320 to £900 on
average.

It is reasonable to assume that such a change to the Levy would significantly impact
upon operators. The figure quoted is an average per shop and therefore a standard
distrioution would leave many shops likely to close. It can be reasonably assumed
that:

e 15% of Large and Small Independents would close.
e 17.5% of Single Shop Operators would close.

e 10% of the Big 5 Very Small shops would close.

o 2.5% of the Big 5 Small shops would close.

¢ Infotal, 344 shops would close.

In addition, it could be assumed that 50% of the closed shops’ business would be
transferred to other shops - yielding a Levy of £76.1m.

Operators would also make a concerted effort to shift away from Horseracing
through all UK based channels (either to other products and/or fo non-UK based
Internet).

Then it would need an average coniraction of Horseracing Gross Win of 17.8% for the
Levy to earn no more than before the change i.e. yield £62.5m in total.
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ENCLOSURE 3

Table A: Base Year with Levy Scheme including Overseas Horseracing with a headline rate of

9% and no abatements

Big 5
i . fum, f L &

Scenario A: Levy @ 9% without Medium,} Large Single lelechons

t ti Very Small Large &|  Smallf Sho Total|l and UK- Total
aba eme_n inc Overseas Smaill ma Very|| Indepe o o’ro? Shops Taxed ol
Horseracing Large| ndents| - O’ Internet
Number of Shops 1,131 1,908 4,291 935 243 8,508
Total®m
GB & Overseas Horseracing Gross Win £43.1 51358 £526.7] £54.4 £4.2| $£764.2 £89.4 £853.6
Al Other Income £206.1 £404.7 £1,1453) £167.6 £18.5) £1.942.1 £140.6] £2,082.8
Total Income $249.2 £5405 £1.671.9] £222.0 £22.7§ £2,706.3 £230.1| £2,9364
Horseracing Levy £3.9 §122 £47.4 £49 €04 £68.8 £8.1 £76.8
All Other Costs £2282 £439.7 £1,185.1| £211.0 £22.1) £2,056.1 £146.9f £2.203.0
Total Costs $232.1 £451.9 £1,2025| £215.9 £22.5| £2,124.9 $1549) £2,279.8
Profit £172 £886 £4695 £6.0 £0.2| <5814 g§75.2 £656.6
per Shop £000s
GB & Overseas Horseracing Gross Win £38.1 g71.2 £122.7] £582 £17.2 £89.8
All Other Income £1823 §2121 £266.9| £179.2 £76.2| £228.3
TotalIncome £220.4 £283.3 £389.6| £2374 £934( £318.1
Horseracing Levy £3.4 £6.4 £11.0 £5.2 £1.6 £8.1
Al Other Costs £201.8 £2304 £269.2| £225.7 £91.0] g£241.7
Total Costs £205.2 £2368 £280.2| £2309 £925( £249.7
Profit €152 8464 £1094 £6.4 £0.9 £68.3
GB & Overseas Horseracing Total
Income (8m) £43.1 £1358 £526.7| £544 £4.2| £7642 £894 £853.6
Costs (§m) £47.3 81292 £413.4] £582 £4.8]| £653.0 £62.8 £715.8
Profit (8m) £4.3 £66 £1133 £38 £07) £111.2 £26.7 £137.9
GB & Overseas Horseracing per Shop
Income (£000s) £38.1 g71.2 81227 £582 £17.2 £89.8
Costs (£8000s) £41.9 8677 £96.3| £62.3 £19.9 £76.7
Profit (8000s) £3.8 £35 £26.4 £4.1 £2.7 £13.1
\L;i\r/]y % GB & Overseas Horseracing Gross 0.0% 0.0% 9.0% 9.0% 9.0% 0.0% 0.0% 90%
Change in Levy m £2.8 4.8 £4.1 £2.5 £0.3 £14.6 £0.3 £14.3
Change in Levy per Shop £000s £25 £2.5 1.0 £2.7 £1.4 £1.7
Number of shops % Change -10.0% -2.5% 0.0%| -15.0% -17.5% -4.0%|
Shops Lost -113 -48 0 -140 -43 -344

Source: ABB Industry Model 2009/HBLB/RSBM
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