29 October 2004

The Manager

Company Announcements
Australian Stock ixchange Limited
Lixchange Centre

Level 6, 20 Bridge Street

Sydney NSW 2000

15 pages

Dear Sir,

i Betocorp Limited ABR 60 051 755 531
P Lemesl 1, 199 Toorak Rosd Souabs Yara VIO 3147 Australia
P Teiephone +F1 3 DR TOTR Facsimil 71 2 GR54 0010

Vv hetoorp. oo, s

23 2004 SHAREHOLDERS LETTER & APPENDIX 4C RELEASE

Please find attached a copy of the letter to shareholders regarding the Q3 results to the
30% September 2004 for Betcorp Ltd together with the Appendix 4C for the period.

Please also be advised that the Company’s principal place of business and registered

office has now changed to:

Betcorp Ltd

Level 1, 199 Toorak Rd
South Yarra, 3141

Victoria, Australia
Telephone: +61 3 9824 1916
Facsimile: +61 3 9824 0212

For queries, please contact the Company’s Chief Executive Officer, Mr. Colin Walker or
the Chief Financial Officer and Company Secretary, Mr. Nick Tyshing on 03 9824 1916.

Yours faithfully,
Betcorp Limited
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E\Iick Tyshing
Chief Financial Officer & Company Secretary
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29" October 2004

Plear Shareholder,
23 2004 SHAREHOLDERS LETTER

Following significant management and Board changes from early August, the Company confirmed it
would voluntarily file a Q3 Appendix 4C report together with a detailed explanation to shareholders
as to the most recent financial performance and the surrounding events for the third quarter (%037}

ended 30° September 2004.

The amm of this letter is provide additional background, explanatory notes and management
commentary on the financial results beyond the Appendix 4C. This letter reflects the Board and
management’s commitment to continuous and transparent disclosure to the market as well as active
shareholder communications.

Shareholders will be aware that there have been substantial changes to the Company in the last few
months and that there have already been two ASX announcements in respect of the anticipated
financial performance for Q3. The announcement made on the 14" of October communicated that
the Company would incur a material net loss for Q3. At the request of the ASX it was further
disclosed on the 18" of October that the losses were estimated to be in the range of $7m to $10m
for the quarter.

Subsequent to the announcement on the 18" of October, the Company completed the compilation
of the financial statements for Q3. The compilation of these accounts was hampered by a raft of
complexities and legacy issues that made accurate and early estimates of losses difficalt. These
complexities included confused accounting and record keeping, challenges unravelling poorly
negotated and documented contracts, and poor systems for cost recording, control and recognition
of habilities. These issues made estimation of the loss difficult when the Company was forced to
provide estimates of the Q3 loss by the ASX. Subsequent to that initial and preliminary estimate,
further issues have arisen from the final wash up of the sale of Sportsbet, final Company
reconciliations of key accounts, and the identification of significant habilities associated with
discovered contracts and consultancy agreements.

The final consolidated EBITDA loss for Q3 was $11.2m. Within this result, there were exceptional
one-off costs of $9.1m. The net loss tor the period after interest, tax, depreciation and amortisation
was ¥11 3m.



BACKGROUND

On the 217 of July 2004, the Company advised the market of a $1.9m LEBITIA loss for half year to
the 30" June 2004.  On the 6" of August the Company published the Appendix 4D that detailed
half year results to the 30" June 2004 - announcing a $3.9m net loss for the period, against a profit of
$7.9m for the corresponding period in 2003,

There were several reasons surrounding this financial performance and the published hall’ year
results. The main factors included:

1. Insufticient risk control m Tasman Gaming Inc. (“Tasman”, a company domicied in

Antigna, West Indies);

Continued losses at the Sportshet Py Lid subsidiary (“Sportsbet”, a company domiciled in

Darwin, Aunstralia) despite several announcements to the contrary beginning on the 30™ July

2003

3. lixcessive corporate ovethead costs 1n the public company Head Office {previously
domiciled in Sydaey, Australia and now relocated to Melbourne).

&

Immediately subsequent to the publication of these half year results on 6 August, Simon Noble the
Chief Tixecutive of Tasman left office and resigned his directorship of the Company. A few weeks
later, the Company Chairman John Priest resigned, followed by the Company’s Group Chief
Iixecutive, Richard Barker.

The resignation of three of the company’s four directors left Bill Graham as the sole Director of the
Company for 9 days at the beginning of September before the Board was reinforced with
appropriate industry knowledge and expertise through the new appointments of Colin Walker and
Stuart Doyle on tlle 10* September 2004.

During this challenging transition period, shareholders will have observed the extensive media
coverage and speculation over the resignation of the previous directors. However, this media
coverage did not focus on the fundamental shareholder issue - the significant decline in year on year
trading performance.



23 2004 FINANCIAL RESULTS

As set out n Table 1 below, the Company has mcurred a net loss of $11.3m for Q3, which compares
to a net profit of $2.3m for the corresponding period last year. On a year to date basis, the
Company’s net performance equates to a loss of $15.3m which compares to a net profit of $10.3m
for the corresponding nine months in 2003, This equates to a year on year negative turnaround in
performance of $25.6m.

Betcorp Lid
Consolidated Statement of Financial Performance
For the Period 1st January to 30th September 2004

Q3 04 Q1 & Q2704 Sep'04 YTD

A$ '000s AS '000s AS '000s

Wagering Turnover 261,384 525,238 786,832
Gross Profit 7,358 11,845 18,304
Gross Profit Margin % 2.82 2.27 2.45
Less Direct Costs 3,545 4,897 8,842
Contribution Margin 3,414 7,248 14,862
Overheads 5477 9,238 14,716
EBITDA before exceptional one-off costs {2,083} {1,888} {4,052}
Exceptional one-off costs 9,155 ) 8,155
EBITDA after exceptional one-off costs {11,218} {1,888} {13,207}
Net Loss (11.375) (3,985} {15,340)

Tabie 1 — Consolidated Seatement of Financial Performance

The trading loss tor Q3 includes substantial exceptional costs and losses of §9,155,118 arising from
the following three sources:

1. Sydney based Head Office {cost centre) - $334,240
2. Darwin based Sportsbet subsidiary {revenue centre) - $1,679,186
3. Miscellaneous extraordinary charges and write-offs - $7,141,692



1. Sydney Head Office - $334,240

The Head Office in Sydney was closed today and has been successfully relocated to a
significantly streamlined operation in Melbourne. Monthly operating costs for this non revenue
generating office were at unsupportable levels, and taken mn conjunction with the disposal of
Sportsbet the Company is now able to reduce 1ts Australian based staff to an absolute minimum
required to maintain the Aunstralian public company listing. The Board anticipates that an annual
net saving of at least $2.5m will be generated from this decision alone.

The exceptional one-off costs imncurred in the closure of the Head Office included compensation
to 7 employees which amounted to $334,240. This 1s included 1n the exceptional one-off items
in the (3 accounts.

2. Sportsbet subsidiary - $1,679,186

The Sportsbet division has previously been reported as a profit making business. Whilst this was
correct at the gross profit level it was not correct when a full and proper costing analysis was
completed. Some costs, including employee costs were carried incorrectly on the Head Office
payroll and provision for credit customers was inadequate. The normalised result was that the
Sportsbet division was actually incurring a significant operating net loss, and during Q3 a
decision was taken to sell the business to the existing management. This sale resulted in an
exceptional one-off loss of $1.6m being incurred by the Company. No Sportsbet client incarred
a loss during this process and all customer deposits were fully covered by supporting cash
balances as of the date of disposal on 13™ October 2004.

3. Miscellancous extra-otdinary items and write-offs - $7,141,692
a. Director and consnltant contracts - $629,096

Dhuring the quarter the contract of Mr Richard Barker {Group CLIO) was terminated
at a cost of $240,220. The contract of Mr John Drest {Chairman) was also
teriminated at a nil cost.

In Antigua, the contracts of Mr Simon Noble, Chief Executive of Tasman and a
namber of other members of senior management were terminated at a cost of
$94,293. Mr Noble was paid three months notice but is carrently in dispute with the
Company as to the level of his compensation for loss of office. The Company will
defend this position.

Also during the quarter several consultant contracts that were entered into by
previous manzgement were subsequently terminated. The total cost incurred by
these consultancy contracts was $288,583



Aborted acquisition fees and capitalized costs - $2,494,094

In the first half of the year, the Company undertook a substantial due diligence
exercise in respect of a potential acquisition in the gaming sector. The acquisition
was subsequently aborted by previous management due to a variety of reasons. Due
dl]ig{,nce costq qubst&nﬂalﬁ-‘ pa\-meﬂts to pioiessi{nml ?td\-l%()l‘s of $733 6()4- wlucll

])exfolmcmcg account in QS as exccptional one-off items.

There were also a sertes of smaller projects which were entered into and the costs of
which were capitalised during the course of 2004. The Board has reviewed these
projects and determined that there 1s no realisable future economic benefit to be
derived from these projects and has subseguently written off the capitalised costs of
$103,05Y to the Statement of Financial Performance account i Q3.

In late 2003, previous management began a project with a London based software
provider to develop new sportsbetting software to replace that currently being used.
The Board has recently reviewed this project and on the advice of external experts
has determined that this new software is terminally inoperable and all development
and costs have now ceased. The consolidated investment to date on this has been
$1 516,964 wln{:ll was plcvl{msl\ capﬁ:&h;ed and has now bcul chalgcd to the

During Q3, previouq management entered into an agreement with a company to
develop a sertes of games of skill. This 1s no longer considered to be a priority for
the C ompam cmd thie contract has been cancelled and an mmal pa\*mcm of 5146 3’77

])exfolmcmcc as an {;xceptzonal {mc-oif item.
Accounting treatment, general provisions and general write-offs - $4,018,502

The Company has reviewed its accounting policies and the application of these
adopted by previous management. In some instances incotrect application of policies
has been remedied and in other mstances more pradent application of policies has
been implemented. In addition, a detailed analysis of procedures for identification
and recognition of liabilities has resulted in the necessity to provide significant
additional amounnts,

¢ Correction of misapplication of previous accounting freatiments amounting to
8746011
¢ Prudent appheation of accounting policies amounting to $425,113

¢ Recognition of staff redundancy payments in the Tasman subsidiary during

the quarter of $1,447,728

¢ Under provisions and accruals of $1,399,650



Statement of Financial Position — Cash Position

Shareholders should be aware that the camulative net loss incurred has, for the most part,
not had a cash effect. Negative cash depletion for Q3 was $394,000 (694,000 induding the
300,000 foreign exchange variance) per the Appendix 4C. However management does
anticipate that there will be a level of cash outflows arising from the residual mmpact of the
sale of the Sportsbet subsidiary and standard accrnals detailed previously. It is however
anticipated that a return to consolidated profitabihity in Q4 will balance out the majority of
these cash outflows.

INTRODUCING NEW MANAGEMENT

Colin Walker has joined the Company as Chief Lixecutive Officer and Stuart Dovle has joined as
Commercial Director of the Tasman subsidiary. Both of these individuals have extensive and proven
expertise In the sports wagering and gaming industry.

Colin Walker has over 14 years executive experience in publicly traded sports wagering and gaming
companies. He was a Director at Ladbroke Racing in the UK for seven years and has since spent
three years at Sportingbet PLC as Group Marketing & Operations Director, and one year as Chief
Lixecutive of Canbet Ltd prior to its acquisition by IASbet Ltd. He 1s a member of the Chartered
Institute of Management Accountants {CIMA) in the UK and has an MBA degree from the Harvard
Business School

Stuart Doyle also started his career at Ladbrokes, before moving to Victor Chandler International in
Gribraltar. Mr Doyle joined Tasman as Chief Bookmaker on the company’s reversal into Betcorp Lid,
then known as Consolidated Gaming Corporation (ASX: CGC). For the 12 months of 2003 whilst
Stwart Doyle was Chief Bookmaker of Tasman, he was directly responsible for overseeing the
company’s most profitable bookmaking year in its ten year history. The Company 1s pleased that
Stuart Dovie has rejoined Tasman and brings his extensive expertise and experience to the Board of
the Company.

The Company is aware however that the executive management team will require further
strengthening by the appomtm{,nt of addittonal professionals with relevant industry expertence and
expertise.  The Company is currently in the process of recrniting an appropriate selection of
individuals to cater for these vacancies.



MANAGEMENT S5TRATEGY & PRIORITIES

The core focus and strategy of the Company’s new management is threefold:
1 Gross Margin: Product Offering

It 15 the mtention of the management to broaden the product offering. The Company’s revenues are
disproportionately dependent on successful trading on seasonal events such as American football in
the four month period from September to January. The Company is aiming to broaden its’ product
base with the development of the horse racing product in the next few weeks and also begin to offer
a mote extensive service on soccer by the turn of the year.

Dhuring 93, the Company introduced a multiplayer poker product. Qur customers now have access
to the “I'rima Poker” network wherelyy they can join a virtual hub of online multiplayer poker tables
with players mntroduced by other sportshooks. Initial results from the multiplayer poker product are
positive and 1n line with expectations. However, the Company does not expect the product to be
making a material contribution to overall profits unul the second half of 2065,

The Company has also mntroduced new online casino software, and the financial contribution from
the existing online casinos is positive and growing. Management feel that the online casinos
represent a particularly valuable upside and concentrated marketing effort will be directed at the
casinos during Q4.

A greater breadth in the Company’s product offering will both reduce trading volatility and mncrease
the potential for greater profit. The Company operates in a very competitive sector and the extension
of its product otfering up to and beyond that offered by our competitors can only be positive for the
business.

2. Gross Margin: Sportsbook

The Board have reviewed the trading results of the Company and it is very clear that the
performance of the prior bookmaking staff during the first eight months of the year was
unsatisfactory.  This point 1s further witnessed by the fact that the Company went through 3
different bookmakers in the same period.

With new management now i place, the Company adopts a relatively conservative and structured
approach to bookmaking and the amount which any particular client can place on an individual event
1s strictly controlled. The limits applied are competitive with other books operating in the North
American market. Larger bets and all bets from identified knowledgeable clients normally result in
the “line”™ (handicap) moving to manage risk. The exposure (Le maximum loss) that the Company
will take on an individual event is predetermined and when this limit 1s reached the company will
change the prices to attract money on “the other side™.

Since new management has taken responsibility for the bookmaking function, a more acceptable
; o » L o ) o1l oo ’
4.25% was achieved from the 47 of September to 307 of September.



Gross Gaming Gross

Turnover Revenues Margin

Quarter Period Uss '000s US$°000s %
Q1 {1 January to 31 March) 193,362 4568 2.36
Q2 {1 April to 30 June) 180,866 3473 1.92
Q3 {1 July to 30 September) 172,553 4617 2.68
ay {1 July to 3 September) 105,805 1,769 1.68

b} {4 September to 30 Septamber) 66,048 2,848 4,28

Year to Date Total 846,810 12,658 2.31

Fable 2 — Tasman Operading Scatistics
3. Cost Control & Financial Management

The third core focus for management is to bring cost control and financial management back into
line. Management’s focus on cost control and financial management 1s prmanily focused on
returning the business to historical levels — and cost levels that are consistent with, and justifiable
given the scale of the business.

The Company 1s cognisant that it is not a large corporate entity that can continue to sustain
substantial overheads without an immediate and significant increase in net revennes. Management 1s
therefore tocused on returning the cost burden, at both the corporate and operating level, to the
scale required to ensure consistent group profitability.

In the eight weeks since new management has taken office, the Sydney office has been closed, the
loss-making Sportshet business has been sold and substantial steps llav{, been taken to reduce costs
m the Tasman operating company. At Tasman, the focus i1s in part on staff costs and headcount, but
more significantly on the appropriate level and focus of marketing expenditare.

Outlook for Core Operations

Both September and October’s trading result have been both positive and profitable.  The
Company’s onhne casino and multiplayer poker products are mmproving and provide grounds for
optimism.  The Board believe that there are still significant inroads and improvements to make to
further reduce the overhead cost burden to levels that will assist efforts to maintain profitability.

While our outlook 1s currently and appropriately focused on restoring our core business to health, we
maintain an interest In acquisitton opportunities that atise to acquire profitable sportsbook turnover,
and/or inerease the relative contribution we earn from casinoe activities.
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Summary & Close

The Company has been through some tough times of late — and has performed badly at both the
operationzal and corporate level

We now have new management in place — management that comes with proven and specific
expertise of the online sports wagering and gaming sector — and some very substantial steps have
already been taken to restore the fortunes of the Company and shareholder value. The central focus
15 on effective and sustainable bookmaking and a proper approach to cost control and management.

The mid to longer term strategic challenges faced by the business are now also being properly
reviewed. The two main areas of this substantial strategic review are the overall product offering and
the Company’s operating jurisdictions.

in terms of the product mix, we are focused on the opportunity to develop an inteprated network of
customer propositions. In this regard, the strategic review is focused on a range of new activities,
joint ventures and acquisitions.

Secondly, we are keenly reviewing the Company’s operating jurisdictions, again to ensure the optimal
combination between Australia, Antigua and our other operating purisdictions — including reviewing
the Company’s hsting on the Australian stock exchange.

We look forward to presenting and discussing the Company’s strategic options and opportunities
with sharcholders in the near future.

W INA

M.
COLIN WALKER

Chief Execotive Officer




Appeadix 4C

(uarterly report for entifies

admitted on the basis of commitments

Appendix 4C

Quarterly report

for entities admitted
on the basis of commitments

Tndrodaeed 31232000, Amended 307972004

Name of entity

Rule 478

BETCORP LTD

ABN
69 081 765 531

Consolidated statement of cash flows

Current guarter Year to date
Cash flows related {o operating activities fA000 {9 months}
$AT0H0
i.1 Receipts from customers 250,037 722,186
1.2 Payments for (&) stafl costs {2,675} (6,229}
(b} advertising and marketing | {1,153} (2,844}
{¢y research and development | - -
{d} leased assets {127} (352)
{¢} other working capital {1,621} {9,857)
1.3 Dividends received - -
4 Interest and other Hems of a similar nature | 21 185
received
i.5 Interest and other costs of finance paid {563 {525}
1.6 Income taxes paid 391 (1
1.7 Other (Payments to Players) {254,036) {767,328}
Net operating cash flows {19) {4,765}

Quarter ended (“eurrent quarier™)

SEPTEMBER 2004

+ See chupter 19 for detined terms.

3092001

Appendix 4C Page |



Appendix 4C
Quarterly repert for entities
admiited on the basis of commitments

Current guarter
fA000

Year to date
{9 months}

$AT000
1.8 Net operating cash flows {carried forward) tLi {4,765
Cash flows related te investing activities
1.9 Payment for acquisition of:
{a} businesses (Hem 5) - -
(b} equity investments - -
(¢} intellectual property - -
{d) physical non-current asseis {375} {1,585}
{e} other non-current assets - -
1.1¢ Proceeds from disposal of:
{a} businesses (Hem 5) - -
{(by equily investments - -
(¢} intellectual property - -
{d) physical non-current asseis - -
{e} other non-current assets - -
1.11 Loans o other entilies - -
1.12  Loans repaid by other entities - -
1.13 Other (provide details if material) - -
Net investing cash flows {375} {1,585}
1.14 Total operating and investing cash flows {394) {6,350%
Cash flows refafed to financing activities
1.15 Proceeds from issues of shares, options, ete. - 356
1.16 Proceeds from sale of forfeited shares - -
1.17  Proceeds from borrowings - -
1.18 Repayment of borrowings - -
1.19 Dividends paid - {2,285}
120 Other - Repayment of Convertible Notes) - {975}
~ Share lssue Costs - {33
- 3
Net financing cash flows (2,707)
Net increase {decrease) in cash held {394} {9,057)
1.21 Cash at beginning of quarter/year to date 12,476 20,217
1.22 Exchange rate adjustments to item 1.20 {306 622
2
1.23 Cash at end of quarter 11,782 1,782

+ See chapter 19 for detined terms.

Appendix 4C Page 2

3042001



Appeadix 4C
(uarterly report for entifies
admitted on the basis of commitments

Payments to directors of the entity and associates of the directors

Payments to related entities of the entity and associates of the related entities

Current quarter
SAOU
1.24 Aggregate amount of payments to the parties included in item 1.2 4601
1.25 Aggregate amount of loans to the parties included in item 1.11 -
1.26 Explanation necessary for an understanding of the fransactions
Directors included in 1.24 Payments A3 000
Simon Noble (Resigned) 120
John Priest (Resigned) 53
Richard Barker (Resigned} 201
Bill Graham 27
Stuart Doyle -
Colin Walker -
Non-cash financing and investing activities
2.1 [xetails of financing and investing transactions which have had a material effect on consolidated

assels and liabilities but did not involve cash flows

22 Details of outdays made by other entitivs to establish or increase their share in businesses in which
the reporling entity has an inlerest

Financing facilities available
Addd notes as necessary for an understanding of the position. (See AASE 126 paragraph 12.2).

3.1 Loan facilitics

32 Credit standby arrangements

Amount avaiiable
$ATO0O

Amouni gsed
$AOOO

+ See chupter 19 for detined terms.

3092001
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Appendix 4C
Quarterly repert for entities
admiited on the basis of commitments

Reconciliation of cash

Reconciliation of cash at the end of the quarter {as
shown in the consolidated statement of cash flows) to

Current guarter
fA000

Previous guarter
SA0O0G

the related items in the acconnts is as follows.

4.1 Cash on hand and at bank 11,782 12,694

4.2 Deposits at calt } i

4.3 Bank overdrafi ) )

4.4 Other (Payment Processor Balances) } i
11,782 12,694

Tetal: cash at end of quarter (item 1.22)

Acquisitions and disposals of business entities

LA

Acquisitions
(liem T 9(a)}

Disposals
{Hem 1 107a)

Name of entity -

Place of incorporation | -
or registration

Consideration for -
acquisition or disposat

Total net assets “

Nature of business “

Compliance statement

1

Sign here:

This statement has been prepared under accounting policies which comply with accounting

standards as defined in the Corporations Act {except to the extent that information is not required
because of note 2) or other standards acceptable 1o ASX.

{Company secretary)

Print name: Nick Tyshing

This statement does give a true and fair view of the matters disclosed.

Date: 29" October 2004

+ See chapter 19 for detined terms.

Appendix 4C Page 4
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Appeadix 4C
(uarterly report for entifies
admitted on the basis of commitments

Notes

(W)

The quarterly report provides a basis for informing the market how the entity’s activities have
been financed for the past quarter and the effect on its cash position. An entity wanting to
disclose additional information is encouraged to do so, in a note or notes attached to this

report.

The definitions in, and provisions of, 4A4ASB 7626: Statement of Cash Flows apply to this
report except for the paragraphs of the Standard set out below.

6.2 - reconciliation of cash flows arising from operating activities to
operating profit or loss

8.2 - itemised disclosure relating to acquisitions

2.4 - itemised disclosure relating to disposals

{2.1{a) - policy for classification of cash {tems

{2.3 - disclosure of restrictions on use of cash

{3.1 - comparative information

Accounting Standards. ASX will accept, for example, the use of International Accounting
Standards for foreign entities. If the standards used do not address a topic, the Australian
standard on that fopic {if any) must be complied with.

+ See chupter 19 for detined terms.
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