
 

 
 
 

eBet Limited 
ABN 59 056 210 774 

 

Notice of Annual General Meeting and Shareholder Information 2009 
 
This notice is for the purpose of providing information to shareholders regarding the Annual General 
Meeting of eBet Limited to be held at 11.00 am on Friday, 27 November, 2009 at the registered office 
of the Company (Unit 13, 112-118 Talavera Road, North Ryde  NSW  2113).  
  
The Independent Directors of eBet Limited (unless noted as abstaining) unanimously recommend that 

you vote in favour of the Resolutions. 
 

This document is important and requires your immediate attention. 
 

CONTENTS 
 
A. Notice of Annual General Meeting  
B. Explanatory Memorandum 
 
Additional information 
 
If you have any issues regarding the contents of this notice, or in relation to the Meeting, please 
contact the Company Secretary, Richard Standen, on +61 2 8817 4702. 
 
Important note 
 
You should read this notice carefully and in its entirety before making a decision on how to vote at the 
Meeting.  
 
No responsibility is taken for the contents of this notice by the Australian Securities and Investments 
Commission, Australian Securities Exchange Limited or any of their officers.  
 
If you do not fully understand the contents of this notice, you should consult your financial or legal 
adviser for assistance.  
 
A number of defined terms are used in this notice.  For their meaning, please refer to Section 2.0 of 
Part B of this notice.  
 
A proxy form accompanies this notice.  Shareholders are urged to complete and return the enclosed 
proxy form as soon as possible, irrespective of whether or not they intend to attend the Meeting. 
 
 

  



 2

A. Notice of Annual General Meeting 
 
 
Notice is hereby given to the Members of eBet Limited ABN 59 056 210 774 (the Company) that 
the 2009 Annual General Meeting (AGM) will be held commencing 11.00 am on Friday, 27 
November, 2009 at the registered office of the Company (Unit 13, 112-118 Talavera Road, North 
Ryde NSW 2113). 
 
If you are unable to attend the AGM, we encourage you to complete and return the enclosed proxy 
form.  The completed proxy form must be received by the Company no later than 11.00am on 
Wednesday, 25 November, 2009.  
  
Ordinary business 
 
 
1. Receipt of Financial Statements  
 
To receive and consider the Company’s financial statements and associated reports for the year 
ended 30 June, 2009. 
 
 
2. Reappointment of Directors 
 
Resolution 1 is to consider and, if thought fit, to pass the following resolution as an ordinary 
resolution: 
 

“That, in accordance with the Constitution of the Company, Dr Allan Sullivan a Director 
appointed since the last Annual General Meeting and eligible to be re-elected, be re-
elected as a Director of the Company.” 

 
The Chairman of the Meeting intends to vote undirected proxies in favour of the re-election of Dr 
Sullivan. 
 
Resolution 2 is to consider and, if thought fit, to pass the following resolution as an ordinary 
resolution: 
 

“That Michael Hale who retires by rotation and, having offered himself for re-election in 
accordance with the Constitution of the Company, be re-elected as a Director of the 
Company.” 
 

The Chairman of the Meeting for the purposes of this Resolution intends to vote undirected proxies in 
favour of the re-election of Mr Hale. 
 
 
3. Remuneration Report 
 
Resolution 3 is to consider and, if thought fit, to pass the following non-binding resolution: 
 
“That the Remuneration Report for the year ended 30 June, 2009 be adopted.” 
 
The vote on Resolution 3 is advisory only and does not bind the Directors of the Company.  However, 
the Board will take the outcome of the vote into consideration when reviewing the remuneration 
practices and policies of the Company.   The Chairman of the Meeting intends to vote undirected 
proxies in favour of the adoption of the Remuneration Report.  
 
4.  eBet Executive Share and Option Plan  
 
Resolution 4 is to consider and, if thought fit, to pass the following resolution as an ordinary 
resolution: 
 



 3

“That, for the purposes of Listing Rules 7.1 and 7.2 and for all other purposes, the eBet 
Executive Share and Option Plan (as set out in Annexure A of the Explanatory 
Memorandum accompanying this Notice of Meeting), be approved.” 

 
Without limitation, Listing Rules 7.1 and 7.2 and Section 195 of the Corporations Act are relevant to 
this resolution. 
 
The Chairman of the Meeting intends to vote undirected proxies in favour of the approval of this Plan. 
 
The Company will disregard any votes cast on this resolution by: 
 

• A Director of the Company (except one who is ineligible to participate in any executive 
incentive scheme in relation to the Company); and 

• An Associate of those persons. 
 
However, the Company need not disregard a vote if: 
 

• It is cast by a person as proxy for a person who is entitled to vote, in accordance with 
the directions on the proxy form; or 

• It is cast by the person chairing the meeting as proxy for a person who is entitled to 
vote, in accordance with a direction on the proxy form to vote as the proxy decides. 

 
 
5.  eBet Employee Share and Option Plan 
 
Resolution 5 is to consider and, if thought fit, to pass the following resolution as an ordinary 
resolution:  
 

“That, for the purposes of Listing Rules 7.1 and 7.2, and for all other purposes, the eBet 
Employee Share and Option Plan (as set out in Annexure B of the Explanatory 
Memorandum accompanying this Notice of Meeting), be approved.” 

 
Without limitation, Listing Rules 7.1 and 7.2 are relevant to this resolution. 
 
The Chairman of the Meeting intends to vote undirected proxies in favour of the approval of this Plan. 
 
The Company will disregard any votes cast on this resolution by: 
 

• A Director of the Company (except one who is ineligible to participate in any employee 
incentive scheme in relation to the Company); and 

• An Associate of those persons. 
 
However, the Company need not disregard a vote if: 
 

• It is cast by a person as proxy for a person who is entitled to vote, in accordance with 
the directions on the proxy form; or 

• It is cast by the person chairing the meeting as proxy for a person who is entitled to 
vote, in accordance with a direction on the proxy form to vote as the proxy decides. 

 
 
6. Grant of Options to Anthony Toohey 
 
Resolution 6 is to consider and, if thought fit, to pass the following resolution as an ordinary 
resolution: 
 

“That, conditional on Resolution 4 being approved and for the purposes of Listing Rule 
10.14 and for all other purposes, the grant of up to 1,000,000 Options to acquire up to 
1,000,000 Shares to Anthony Toohey under the incentive share and option scheme for 
Executives known as the ‘eBet Executive Share and Option Plan’ (as set out in 
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Annexure A of the Explanatory Memorandum accompanying this Notice of Meeting), be 
authorised and approved.” 
 

Without limitation, Listing Rules 7.1, 7.2 and 10.14, and section 195 of the Corporations Act are 
relevant to this resolution. 
 
The Chairman of the Meeting intends to vote undirected proxies in favour of this resolution. 

 
The Company will disregard any votes cast on this resolution by: 
 

• Anthony Toohey; and 
• An Associate of Anthony Toohey. 

 
However, the Company need not disregard a vote if: 
 

• It is cast by Anthony Toohey as proxy for a person who is entitled to vote, in 
accordance with the directions on the proxy form; or 

• It is cast by the person chairing the meeting as proxy for a person who is entitled to 
vote, in accordance with a direction on the proxy form to vote as the proxy decides. 

 
 
7.  Potential issue of Convertible Notes to WMS Gaming Inc. 
 
Resolution 7 is to consider and, if thought fit, to pass the following resolution as an ordinary 
resolution: 
 
“That the proposed issue of up to 140,000 convertible notes to WMS Gaming Inc. on the terms 
and conditions set out in the Explanatory Memorandum accompanying this Notice of Meeting, 
be approved”. 
 
Further details in relation to the convertible notes are set out in the Explanatory Memorandum (and the 
Independent Expert’s Report comprising Annexure C to the Explanatory Memorandum) accompanying 
this Notice of Meeting. 
 
Without limitation, Listing Rule 7.1 is relevant to this resolution. 
 
The Company will disregard any votes cast on this resolution by WMS Gaming Inc. and its Associates, 
other than votes cast: 
 

• as proxy for a person who is entitled to vote, in accordance with the directions on the 
proxy form; and 

  
• by the person chairing the meeting as proxy for a person who is entitled to vote, in 

accordance with a direction on the proxy form to vote as the proxy decides. 
 
 
8. Grant of Options to WMS Gaming Inc. 
 
Resolution 8 is to consider and, if thought fit, to pass the following resolution as an ordinary 
resolution: 
 
“That, conditional on Resolution 9 being approved, the proposed issue of up to 15,246,428 
options to WMS Gaming Inc. to acquire Shares in the Company on the terms and conditions 
set out in the Explanatory Memorandum accompanying this Notice of Meeting, be approved”. 
 
Further details in relation to the options are set out in the Explanatory Memorandum (and the 
Independent Expert’s Report comprising Annexure C to the Explanatory Memorandum) accompanying 
this Notice of Meeting. 
  
Without limitation, Listing Rule 7.1 is relevant to this resolution. 
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The Company will disregard any votes cast on this resolution by WMS Gaming Inc. and its Associates, 
other than votes cast: 
 

• as proxy for a person who is entitled to vote, in accordance with the directions on the 
proxy form; and 

• by the person chairing the meeting as proxy for a person who is entitled to vote, in 
accordance with a direction on the proxy form to vote as the proxy decides. 

 
 

9. Terms of Options to be granted to WMS Gaming Inc. 
 
Resolution 9 is to consider and, if thought fit, to pass the following resolution as an ordinary 
resolution: 
 
“That, conditional on Resolution 8 being approved, the terms of the proposed issue of up to 
15,246,428 options to WMS Gaming Inc. to acquire Shares in the Company as set out in the 
Explanatory Memorandum accompanying this Notice of Meeting (including, without limitation, 
the terms relating to the treatment of those options upon the occurrence of a reconstruction or 
alteration of the Company’s share capital and a re-set of the option exercise price), be 
approved”. 
 
Further details in relation to the options are set out in the Explanatory Memoradum (and the 
Independent Expert’s Report comprising Annexure C to the Explanatory Memorandum) accompanying 
this Notice of Meeting. 
 
Without limitation, Listing Rule 6.22.2A is relevant to this resolution. 
 
The Company will disregard any votes cast on this resolution by WMS Gaming Inc. and its Associates, 
other than votes cast: 
 

• as proxy for a person who is entitled to vote, in accordance with the directions on the 
proxy form: and 

• by the person chairing the meeting as proxy for a person who is entitled to vote, in 
accordance with a direction on the proxy form to vote as the proxy decides. 

 
 
10. Potential Issue of Shares to WMS Gaming Inc. 
 
Resolution 10 is to consider and, if thought fit, to pass the following resolution as an ordinary 
resolution: 
 
“That the issue of up to 47,064,609 Shares to WMS Gaming Inc. and the acquisition of a 
Relevant Interest in those shares by WMS Gaming Inc. and its Associates as a result of the 
conversion of up to 140,000 convertible notes and the exercise of up to 15,246,428 options 
(both as described in the Explanatory Memorandum accompanying this Notice of Meeting), be 
authorised and approved”. 
 
Further details in relation to the impact of conversion of the convertible notes and exercise of the 
options are set out in the Explanatory Memorandum (and the Independent Expert’s Report comprising 
Annexure C to the Explanatory Memorandum) accompanying this Notice of Meeting. 
 
Without limitation, Listing Rule 7.1 is relevant to this resolution. 
 
The Company will disregard any votes cast on this resolution by WMS Gaming Inc. and its Associates, 
other than votes cast: 
 

• as proxy for a person who is entitled to vote, in accordance with the directions on the 
proxy form; or 
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• by the person chairing the meeting as proxy for a person who is entitled to vote, in 
accordance with a direction on the proxy form to vote as the proxy decides. 

 
 
Proxies 
 
A Member entitled to attend and vote at this Meeting is entitled to appoint not more than two proxies to 
attend and vote in his/her/its stead.  
 
A proxy need not be a Member of the Company.   
 
If the Member appoints two proxies, the Member may specify the proportion or number of votes each 
proxy is entitled to exercise.  If no proportion or number of votes is specified, each proxy may exercise 
half of the votes.  If the specified proportion or number of votes exceeds that which the Member is 
entitled to, each proxy may exercise half of the Member’s votes.  Any fractions of votes brought about 
by the apportionment of votes to a proxy will be disregarded. 
 
Proxies must be: 
 
(a) lodged by mail c/- Computershare Investor Services Pty Limited, GPO Box 242, Melbourne, 

VIC, 3001; or 
 
(b) received by fax number 1800 783 447 within Australia, or  +61 3 6473 2555 outside Australia; 

or 
 
not later than 48 hours before the Meeting - that is, 11:00am (Sydney time) on 25 November, 2009. 
 
A form of proxy is provided with this notice. 
 
Entitlement to vote 
 
In accordance with section 1074E(2)(g)(i) of the Corporations Act and regulation 7.11.37 of the 
Corporations Regulations, the Company has determined that, for the purposes of the meeting, all 
Shares in the capital of the Company will be taken to be held by the persons who held them as 
registered holders at 5 pm on 25 November, 2009.  Accordingly, Share transfers registered after that 
time will be disregarded in determining entitlements to attend and vote at the meeting. 
 
By order of the Board  
 
 
 
 
 
Richard Standen 
Company Secretary 
 
23rd October, 2009 
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B. Explanatory Memorandum  
 
1.0 Resolutions 
 
1.1 Introduction 
 
This Explanatory Memorandum has been prepared to provide you with material information reasonably 
required to enable you to make an informed decision on how to vote upon the business to be conducted 
at the Annual General Meeting.  
 
The purpose of the Annual General Meeting is to consider and, if thought fit, pass the Resolutions.  
 
The Directors recommend that Shareholders read this Explanatory Memorandum, which forms part of 
the accompanying Notice of Annual General Meeting, before determining whether to support the 
Resolutions or otherwise.  
 
1.2 Notes to Resolutions 4 and 5 
 
The Board resolved to update the Plans referred to in Resolutions 4 and 5, in order to allow for the 
issue of Shares in addition (or as an alternative) to the issue of options to purchase Shares, and to 
broaden the definition of “executive” to include a consultant to the Company.. 
 
Listing Rule 7.1 provides that, without the approval of Shareholders, the Company must not issue or 
agree to issue more equity securities if such issue, when aggregated with the securities issued by the 
Company during the previous 12 months, would be such amount that would exceed 15% of the issued 
Shares at the commencement of that 12 month period. Listing Rule 7.2 contains relevant exceptions to 
the application of Listing Rule 7.1. 
 
Accordingly, Shareholder approval of Resolutions 4 and 5 is sought for the purposes of Listing Rules 
7.1 and 7.2. 
 
Details of any securities issued under the Plans referred to in Resolutions 4 and 5 will be published in 
each annual report of the Company relating to the period in which securities have been issued. 
 
1.3 Notes to Resolution 6 
 
Overview of Options for Anthony Toohey  
 
The Board has resolved to issue 1,000,000 options to Anthony Toohey in accordance with his 
Executive Service Agreement. 
 
Listing Rule 7.1 provides that, without the approval of Shareholders, the Company must not issue or 
agree to issue more equity securities if such issue, when aggregated with the securities issued by the 
Company during the previous 12 months, would be such amount that would exceed 15% of the issued 
Shares at the commencement of that 12-month period. Listing Rule 7.2 contains relevant exceptions to 
the application of Listing Rule 7.1. 
 
Accordingly, Shareholder approval of Resolution 6 is sought for the purposes of Listing Rules 7.1 and 
7.2.  
 
Listing Rule 10.14 provides that, unless one of the exceptions to this Listing Rule applies, the Company 
must not issue Shares, options or other securities convertible to Shares to a related party of the 
Company without the approval of Shareholders.  
 
Accordingly, as Anthony Toohey constitutes a related party of the Company for the purposes of Listing 
Rule 10.14, Shareholder approval of Resolution 6 is sought for the purposes of Listing Rule 10.14. 
 
Resolution 6, if passed, will permit the grant of up to 1,000,000 options to purchase Shares for no 
consideration to Mr. Toohey under the eBet Executive Share and Option Plan (“EXOP”) for the 
purposes of Listing Rule 10.14.   
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The options the subject of Resolution 6 will have an exercise price equal to the volume weighted 
average price at which Shares traded on ASX over the 30 days prior to 1 July, 2009. 
 
The options the subject of Resolution 6 will be granted and will become available for exercise on 
achievement of financial and operational targets determined by the Board from time to time, by 
reference to Anthony Toohey’s performance during the financial year ending on 30 June, 2010.  
 
The latest date by which an option will be granted under Resolution 6 is 30 September, 2010.  
 
An option the subject of Resolution 6 may be exercised at any time within three years from the date that 
the option is granted.  The latest date an option issued pursuant to Resolution 6 may be exercised is 30 
September, 2013.  
 
Except as set out above, the options the subject of Resolution 6 will be granted on the same terms and 
conditions, and as required by the EXOP.   
 
The only person referred to in Listing Rule 10.14 who will receive options under the EXOP under this 
Resolution 6 is Anthony Toohey.  
 
No loan is to be provided by the Company in relation to the acquisition or exercise of options the subject 
of Resolution 6.  
 
1.4 Notes to Resolution 7  
 
Background 
 
FY 2009 was a challenging year for the Company, as many gaming venues incurred major capital 
expenditure commitments to address the new anti-smoking regulations. In addition, the onset of the 
GFC caused many gaming venues to postpone major capital purchases. 
 
The Company’s involvement with the gaming systems market in NSW has now entered a mature 
phase, and the Board concluded that other revenue streams were required if the Company was to 
continue to grow its revenues and earnings. 
 
Accordingly, the Board made the strategic decision to broaden the Company’s revenue and earnings 
base by entering the business of selling poker machines. This new business has obvious synergies with 
the Company’s current gaming systems business – the Company’s existing gaming systems technology 
is relevant to the operation of poker machines and the potential customer base for poker machines is 
the same as for gaming systems, where the Company already has a strong presence and reputation. 
 
The gaming systems business is relatively high risk, characterised by substantial research and 
development expense and one-off sales to gaming venues, with no guarantee of repeat business until 
the elapse of some years. In contrast, the poker machine business (while also subject to substantial 
research and development expense) has lower operational risk,  because there are numerous 
opportunities to sell poker machines during the lifespan of a gaming system, particularly where the 
poker machines are acknowledged market leaders. 
 
Finally, the poker machine business is a revenue enhancing business, while the gaming systems 
business is more closely aligned to management assistance and cost containment. 
 
Overview of arrangements with WMS 
 
The Board believes it has found the right partner in WMS Gaming Inc. (“WMS”) to enter the poker 
machine market. WMS is the fastest growing poker machine manufacturer in the US market. It has 
enjoyed 18 consecutive quarters of double digit growth, and its poker machine products are recognised 
as the leading innovative products in the world today. 
 
The Company is currently conducting  field trials of the WMS Bluebird® and Bluebird® 2 poker 
machines at Dee Why RSL Club. The results of operation to date indicate a significantly higher turnover 
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from the WMS poker machines when compared with the overall venue average for all other brands of 
poker machine. 
 
The Company hopes to complete field trials and obtain final regulatory approvals in time to commence 
selling WMS poker machines towards the end of 1H, 2010.  
 
On 2 July, 2009 the Company and its wholly-owned subsidiary eBet Gaming Systems Pty. Limited 
(“EGS”) entered into the following contracts with WMS, in order to give effect to the arrangements 
agreed between them: 

(a) Distribution and Services Agreement; 
(b) Convertible Note Facility Subscription Agreement;  

 
                (c)     Option Agreement; and 

(d) Guarantee and Floating Charge. 
 
All the above contracts are inter-related, in the sense that they are directly or indirectly related to the 
sale of by EGS of WMS products in agreed markets. 
 
The Distribution and Services Agreement sets out the terms and conditions upon which WMS products 
will be distributed. The Convertible Note Facility Subscription Agreement sets out the terms and 
conditions upon which funding will be available for the purchase of WMS products. The Guarantee and 
Floating Charge sets out the basis on which obligations owed to WMS under those agreements will be 
secured. The Option Agreement sets out the basis on which WMS may enjoy some of the upside 
derived by the Company from the sale of WMS products. 
 
Each of the above agreements is described in more detail below. 
 
WMS is potentially entitled to receive Shares upon conversion of convertible notes issued under the 
Convertible Note Facility Subscription Agreement described above and exercise of options (under the 
Option Agreement described above) amounting to not more than 17.8% of the Company’s expanded 
Share capital, assuming that: 
 

• the maximum number of convertible notes to be issued is 140,000; 
• the maximum number of options to be issued is 15,246,428; 
• there is no change in the exercise price of the options or the conversion price of the 

convertible notes (for example, as a result of adjustments under the anti-dilution 
provisions); 

• there is no change in the Company’s current share structure;  
• WMS does not currently hold any Shares and does not acquire any Shares in the 

future, other than on conversion of the convertible notes and exercise of the options; 
and 

• the existing convertible notes and options issued to parties other than WMS are not 
converted or exercised, as the case may be. 

 
In addition, WMS is entitled to appoint one director to the Board while it (or its Associates) holds at least 
10% of the Shares. 
 
The Directors do not believe that this entitlement will result in WMS gaining control of the Board,  and 
the Board considers it unlikely that an eventual shareholding not exceeding 17.8% of the Company’s 
Share capital will enable WMS to otherwise control the Board or meetings of Shareholders. 
Consequently, the Board does not anticipate that WMS will be in a position to unilaterally: 
 

(a) change the business of the Company; 
(b) influence the future employment of the present employees of the Company; 
(c) effect the transfer of any property from the Company to WMS or an Associate; 
(d) redeploy the fixed assets of the Company; or 
(e) change any finance or dividend polices of the Company.  

 
WMS has agreed not to purchase any Shares until after 1 December, 2009 but thereafter has a right of 
first refusal (subject to the Listing Rules) over such portion of any proposed equity issue as would be 
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required to maintain its percentage of Shares held immediately prior to the announcement of such 
equity issue.  
 
There are no other contracts or proposed contracts between the Company (or its Associates) and WMS 
(or its Associates) which are not incidental to the contracts described above, nor are there any other 
contracts between those parties which are conditional upon, or directly or indirectly dependent on, the 
agreement of Shareholders to Resolutions 7 through 10.  
 
Overview of Distribution and Services Agreement with WMS 
 
On 2 July, 2009 EGS entered into a distribution and services agreement (“Distribution and Services 
Agreement”) with WMS, pursuant to which it was appointed as the exclusive distributor of certain WMS 
gaming products in the territories of New South Wales (including Star City Casino), Australian Capital 
Territory and Burswood Casino in Western Australia, and agreed to provide certain related services to 
WMS. 
 
There is also the potential for EGS to distribute WMS gaming products in other territories. 
 
There is an initial distribution term of four years expiring on 1 July, 2013, involving a ramp-up period to 
30 June 2010 and a three year core selling period thereafter. EGS has the ability to extend the 
distribution term for another year after 1 July, 2013 where it has met minimum purchase targets during 
prior years. 
 
EGS is not required to make any payments to WMS for the right to distribute WMS products and now 
has free access to the extensive WMS research and development library, plus appropriate WMS 
technical, marketing and support services.  
  
WMS gaming products which receive final regulatory approval will be available for purchase by EGS at 
a discount to the WMS list price, and EGS will have the benefit of extended payment terms. WMS has 
the potential to share in any resulting upside through the grant of options to it under the Option 
Agreement. 
 
EGS is required to purchase a minimum number of WMS gaming products in each financial year 
beginning with FY 2010. If the minimum purchase target is not achieved in any financial year, then 
(subject to specific exceptions) WMS has the ability to change EGS’ distribution status from exclusive to 
non-exclusive or to terminate the Distribution and Services Agreement with immediate effect, and 
assume direct responsibility for the distribution of WMS gaming products in the allocated territories. 
 
Overview of Convertible Note Facility Subscription Agreement  
 
In order to ensure that EGS would have sufficient standby funds available to satisfy its minimum 
purchase obligations in each financial year under the Distribution and Services Agreement, a 
Convertible Note Facility Subscription Agreement was entered into between WMS and the Company on 
2 July, 2009 (“Convertible Note Agreement”) 
 
Drawdown of this facility is at the option of EGS, and it is the Board’s current intention to utilise the 
facility only if funds are not available from other sources.  
 
The essential terms of the convertible notes to be issued are as follows:- 
 

i) Facility Limit to eBet - $3.5 million; 
ii) Purpose – principally, to fund the purchase of WMS products; 
iii) Maximum number of convertible notes - 140,000; 
iv) Issue date – extended to 27 September, 2010 pursuant to an ASX waiver granted 

under Listing Rule 7.3.2. If necessary, additional waivers will be sought from the ASX to 
permit the issue of convertible notes after this date; 

v) Issue price - $25 per convertible note; 
vi) Allottee - WMS Gaming Inc.; 
vii) Dates of allotment - progressively;  
viii) Availability - any time up to 1 July, 2013; 
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viii)  Term of convertible notes - 5 years after the first issue of notes; 
ix) Interest rate - 8.5% fixed, payable at 6 monthly intervals; 
x)  Early Redemption – in the following circumstances: 
 

(a) by noteholders, where the Company is in default (standard termination events 
apply); 

(b) by the Company, at any time after the third anniversary of the first  issue of 
convertible notes, where the 5 day volume weighted average price of      Shares is 
not less than 115% of the Conversion Price; 

xi) Conversion Price – $0.11 per ordinary share, subject to being re-set under the anti-
dilution provisions;  

xii) Re-setting of Conversion Price – to be re-set on the same basis as for the Options. See 
Section 1.5 below; 

xiii) Conversion period – the period of 3 years after each issue of convertible notes; 
xiv) Restrictions on Conversion – The following limits apply to conversion: 

(a) 1/3 of the outstanding convertible notes may be converted at any time 
after the expiry of 12 months from the first issue of convertible notes; 
(b) 2/3 of the outstanding convertible notes may be converted at any time 
after the expiry of 24 months from the first issue of convertible notes; 
(c) 100% of outstanding convertible notes may be converted at any time after 
the expiry of 36 months from the first issue of convertible notes. 

xv) Security – floating charge over all WMS gaming products owned by EGS from time to 
time. The terms of this floating charge are reflected in the Guarantee and Floating 
Charge described above, and it is possible that WMS will only be partially secured at 
any particular time. 

 
If WMS converts all 140,000 convertible notes, then it will become entitled to 31,818,181 Shares or 
approximately 12.01% of the Company’s enlarged Share capital, assuming that: 
 

• the maximum number of convertible notes to be issued is 140,000; 
• the maximum number of options to be issued is 15,246,428; 
• there is no change in the exercise price of the options or the conversion price of the 

convertible notes (for example, as a result of adjustments under the anti-dilution 
provisions; 

• there is no change in the Company’s current share structure;  
• WMS does not currently hold any Shares and does not acquire any Shares in the 

future, other than on conversion of the convertible notes and exercise of the options; 
and 

• the existing convertible notes and options issued to parties other than WMS are not 
converted or exercised, as the case may be. 

 
In light of the impact of the GFC and the difficulty experienced by many companies in obtaining debt 
funds, the Board resolved to enter into the Convertible Note Agreement as a condition precedent to 
allowing EGS to enter into the Distribution and Services Agreement. Whilst an equity raising to support 
the Distribution and Services Agreement was a theoretical possibility, the Board considered that it 
would have been significantly dilutive in light of the Company’s share price around 2 July, 2009. 
 
Listing Rule 7.1 provides that, without the approval of Shareholders, the Company must not issue or 
agree to issue more equity securities if such issue, when aggregated with the securities issued by the 
Company during the previous 12 months, would be such amount that would exceed 15% of the issued 
Shares at the commencement of that 12 month period. 
 
Accordingly, Shareholder approval of Resolution 7 is sought for the purposes of Listing Rule 7.1. 
 
If Resolution 7 is not approved, then WMS has the ability to terminate the Convertible Note Agreement. 
While this will not lead to automatic termination of the Distribution and Services Agreement, EGS may 
not be able to fulfil its minimum purchase targets for WMS products each financial year without access 
to the funding available under the Convertible Note Agreement. 
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1.5 Notes to Resolutions 8 and 9  
 
Background 
 
As part of the arrangements agreed with WMS, the Board resolved to issue up to 15,246,428 
performance options (“Options”) to WMS, whose exercise is tied to gross sales of WMS products. 
 
Overview of Option Agreement with WMS 
 
On 2 July, 2009 the Company entered into an option agreement (“Option Agreement”) with WMS 
pursuant to which the Company agreed to issue up to 15,246,428 performance options to WMS, 
convertible into an equivalent number of Shares.  
 
The ability to exercise the Options is directly related to the ability of EGS to sell WMS products in its 
target market, but also depends (indirectly) on the performance of the eBet group’s other businesses.  
 
The essential terms of the Options are as follows: 
 

i) Maximum number of Options – 15,246,428; 
 
ii) Issue date – no later than 30 November, 2009; 

 
iii) Issue price – nil; 

 
iv) Allottee – WMS Gaming Inc.; 

 
v) Term of Options – first to occur of expiry or termination of the distribution term under the 

Distribution and Services Agreement and the fifth anniversary of their issue date; 
 

vi) Exercise Price – $0.15 per Option; 
 

vii) Intended use of funds raised – general corporate purposes; 
 

viii) Re-setting of Exercise Price –  
 

a) with effect from the fourth anniversary of the issue of the Options, the exercise price 
of outstanding Options will be re-set to the higher of $0.15 and the 30 day VWAP 
(as at the re-set date) of the Shares, plus 40%; and 

 
b) following: 
 

1) a reconstruction of the Company’s capital involving a consolidation or 
subdivision of the Shares; 

2) an issue of Shares pursuant to a capitalisation of profits or revenues; 
3) a capital distribution (including a dividend payment) to Shareholders; 
4) an issue of Shares (or options, warrants or other rights to acquire 

Shares) by way of rights, at a price less than 100% of the average of the 
closing prices for the Shares in the 5 trading days preceding the date of 
announcement of the issue; 

5) an issue of other securities in the Company to Shareholders by way of 
rights, or the grant by the Company to Shareholders of options, warrants 
or other rights to acquire such securities; 

6) an issue of Shares (and/or options, warrants or other rights to subscribe 
for or purchase Shares) otherwise than pursuant to a rights issue, at a 
price less that 100% of the average of the closing prices for the Shares in 
the 5 trading days preceding the date of announcement of the issue; 
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7) an issue of other securities carrying rights of conversion into, or 
exchange or subscription for, Shares at a price less than 100% of the 
average of the closing prices for the Shares in the 5 trading days 
preceding the date of announcement of the issue; 

8) a modification of existing rights of conversion, exchange or subscription 
as referred to in (7) above; 

9) an issue, sale or distribution of securities by the Company (or a 
subsidiary of the Company) or a third party (in connection with an offer 
by or on behalf of the Company or one of its subsidiaries) pursuant to 
arrangements whereby such securities may be acquired by not less than 
60% of Shareholders at the relevant time; and   

10) where the Company considers an adjustment to the conversion price to 
be appropriate, and its position is supported by an independent expert.   

 
The following securities are specifically excluded from the re-set provisions: 
 

(a) securities issued under the Company’s executive/employee share/option 
schemes; 

 
(b) the Company’s outstanding $3.2m convertible securities issued to Utilico 

Limited and Eclectic Investment Trust plc of the UK on or about 31 
January, 2007; 

 
(c) the 6.5m options issued by the Company to Utilico Limited on or about 

31 December, 2007; 
 

(d) issues of securities convertible into, or rights to acquire, Shares as 
consideration for the acquisition of any other securities, assets or 
business.  

  
ix) Preconditions to exercise of Options: 

      
(a) if, in any financial year of the Company during the distribution term under 

the Distribution and Services Agreement, the gross sales of WMS 
products (after allowing for agreed expenditure items to bring those 
products to market) exceeds 30% of total eBet group gross sales for the 
same financial year, then WMS is entitled to exercise up to 7,623,214 
Options; 

 
(b) if, in any financial year of the Company during the distribution term under 

the Distribution and Services Agreement, the gross sales of WMS 
products (after allowing for agreed expenditure items to bring those 
products to market) exceeds 50% of the total eBet group gross sales for 
the same financial year, then WMS is entitled to exercise up to a further 
7,623,214 options; 

(c) it is possible for up to 15,246,428 Options to be exercised at the one 
time, if the 50% rate for the relevant financial year in (b) above is 
exceeded, and no options have been exercised under (a). 

 
If WMS exercises all its Options, then it will become entitled to approximately 15,246,428 Shares, or 
approximately 5.76% of the Company’s enlarged issued ordinary Share capital, assuming that;  
 

• the maximum number of convertible notes to be issued is 140,000; 
• the maximum number of options to be issued is 15,246,428; 
• there is no change in the exercise price of the options or the conversion price of the 

convertible notes (for example, as a result of adjustments under the anti-dilution 
provisions; 

• there is no change in the Company’s current share structure;  
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• WMS does not currently hold any Shares and does not acquire any Shares in the 
future, other than on conversion of the convertible notes and exercise of the options; 
and 

• the existing convertible notes and options issued to parties other than WMS are not 
converted or exercised, as the case may be.  

 
The Board resolved to enter into the Option Agreement in order for the eBet group to obtain the benefits 
available under the Distribution and Services Agreement. It was a condition precedent of WMS entering 
into the Distribution and Services Agreement that the Company enter into the Option Agreement.  
 
Listing Rule 7.1 provides that, without the approval of Shareholders, the Company must not issue or 
agree to issue more equity securities if such issue, when aggregated with the securities issued by the 
Company during the previous 12 months, would be such amount that would exceed 15% of the issued 
Shares at the commencement of that 12 month period. 
 
Accordingly, Shareholder approval of Resolutions 8 and 9 is sought for the purposes of Listing Rule 7.1. 
 
Listing Rule 6.22.2A provides that if an Option was issued with the approval of Shareholders and is not 
quoted, the exercise price or number of underlying Shares available on exercise may change if there is 
a pro rata issue to Shareholders in accordance with the formula contained in the terms of the Option, 
provided the Notice of Meeting contains a report by an independent expert on the effect of the proposed 
change. 
 
The Directors have obtained an Independent Expert’s Report from Grant Thornton dated 2 October, 
2009, and a copy is attached as Annexure C to this Explanatory Memorandum. It is noted that Grant 
Thornton have provided an explanation (refer Section 8.1 of the Independent Expert’s Report dated 2 
October, 2009).of the impact of changes to the exercise price of the Options and the number of 
underlying Shares available on exercise. 
 
Accordingly, Shareholder approval of Resolutions 8 and 9 is sought for the purposes of Listing Rule 
6.22.2A.   
 
If Resolutions 8 and 9 are not approved, then the Company will be obliged to pay WMS an amount 
equal to the value of the Options, as determined by an expert. 
 
1.6  Notes to Resolution 10 
 
Overview of issue of Shares to WMS 
 
It is a requirement of the Convertible Note Agreement and the Option Agreement that the Company 
obtain Shareholder approval for the issue of Shares upon conversion of all convertible notes and 
exercise of all Options issued to WMS. 
 
If WMS converts all 140,000 convertible notes and exercises all 15,246,428 Options, then it will become 
entitled to approximately 47,064,609 Shares, or no more than 17.8% of the Company’s enlarged issued 
ordinary Share capital, assuming that;  
 

• the maximum number of convertible notes to be issued is 140,000; 
• the maximum number of options to be issued is 15,246,428; 
• there is no change in the exercise price of the options or the conversion price of the 

convertible notes (for example, as a result of adjustments under the anti-dilution 
provisions; 

• there is no change in the Company’s current share structure;  
• WMS does not currently hold any Shares and does not acquire any Shares in the 

future, other than on conversion of the convertible notes and exercise of the options; 
and 

• the existing convertible notes and options issued to parties other than WMS are not 
converted or exercised, as the case may be. 
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Listing Rule 7.1 provides that, without the approval of Shareholders, the Company must not issue or 
agree to issue more equity securities if such issue, when aggregated with the securities issued by the 
Company during the previous 12 months, would be such amount that would exceed 15% of the issued 
Shares at the commencement of that 12 month period. 
 
Accordingly, Shareholder approval of Resolution 10 is sought for the purposes of Listing Rule 7.1. 
 
While item 7 of section 611 of the Corporations Act is not relevant to this resolution, it is a requirement 
of the Convertible Note Agreement and the Option Agreement that the formal approval process for this 
provision be adopted.  
 
Accordingly, the Directors have obtained an Independent Expert’s Report from Grant Thornton dated 2 
October, 2009 and a copy is attached as Annexure C to this Explanatory Memorandum. It is noted that 
Grant Thornton have concluded that the proposed issue of Shares to WMS upon conversion of all the 
convertible notes and exercise of all the Options is fair and reasonable to Shareholders.  
 
1.7 Recommendation by Directors  
 
The Board of the Company comprises Michael Hale, Ian James, Allan Sullivan (Independent Directors), 
and Tony Toohey. All four Directors approved the proposal to put Resolutions 1, 3, 5, and 7 - 10 to 
Shareholders, and the terms of the Explanatory Memorandum relating to those Resolutions. 
 
Messrs. Hale, James and Toohey approved the proposal to put Resolution 1 to Shareholders, with Allan 
Sullivan abstaining. Messrs. James, Sullivan and Toohey approved the proposal to put Resolution 2 to 
Shareholders, with  Michael Hale abstaining. Messrs. Hale, James and Sullivan approved the proposal 
to put Resolutions 4 and 6 to Shareholders, with Mr. Toohey abstaining. 
 
Accordingly, for the purposes of Resolutions 1, 2, 4 and 6, the abstaining Director makes no 
recommendation to Shareholders.  
 
The Independent Directors, unless noted as abstaining:  
 
(a) consider that the matters which are the subject of the Resolutions to be put to the 
 Meeting are in the best interests of the Company and its Shareholders; and  
 
(b) recommend that Shareholders vote in favour of the Resolutions.  
 
Except where noted as abstaining, none of the Independent Directors has an interest in the passing of 
any Resolution to be considered at the Meeting, other than as Shareholders of the Company.  
 
Each Director has indicated that he intends to vote his Shares in favour of each Resolution to be 
put to the Meeting on which they are eligible to vote, except: 
 
(a) Allan Sullivan who is precluded from voting on Resolution 1; 
 
(b) Michael Hale who is precluded from voting on Resolution 2; 
 
(c) Anthony Toohey who is precluded from voting on Resolutions 4 and 6.  
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2.0 Definitions 
 

 
$ Australian dollars 
ASIC Australian Securities and Investments Commission 
Associate Has the same meaning as in the Corporations Act  
ASX ASX Limited (ABN 98 008 624 691) 
Board Board of Directors of the Company 
Business Day A business day under the Listing Rules 
Company eBet Limited (ABN 59 056 210 774) 
Corporations Act Corporations Act 2001 (Clth) 
Directors The Directors of the Company 
eBet The Company 
Employee Any employee of eBet, excluding the Managing Director 
ESOP The eBet Employee Share and Option Plan  
EXOP The eBet Executive Share and Option Plan 
Executive An executive of the Company as designated by the Board 
Listing Rules Any rules of ASX which are applicable while the Company is admitted 

to the official list of ASX 
Meeting The annual general meeting of the Company to be held on 

27 November,  2009  to approve the Resolutions 
Member A shareholder of the Company  
Notice of Meeting The notice sent to Shareholders in respect of the Meeting 
Relevant Interest Has the same meaning as the Corporations Act 
Resolutions The resolutions set out in the Notice of Meeting 
Share An ordinary fully paid share in the capital of the Company 
Shareholder A shareholder of the Company 
 
All references to time are to times at Sydney, Australia.  
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ANNEXURE A TO THE EXPLANATORY MEMORANDUM 
 
Executive Share and Option Plan  
 

 
PLAN RULES 

 
The Rules of the eBet Limited (“eBet”) Executive Share and Option Plan (“Plan”) are set out below: 
 
1. Invitation to Executives 
 
(a) The Board may, from time to time, determine which Executives are entitled to participate in this 

Plan and may issue invitations to apply for the grant of Ordinary Shares and/or Options to 
Executives, or a Relative or Associate nominated by an Executive. , 

 
(b) On the issue of invitations to apply for Ordinary Shares and/or Options, the Company must send 

to the selected Executive an Application which must be signed by that Executive and returned 
to the Company within 10 Business Days. 

 
(c) Upon receipt of a signed Application, the Company must grant to the selected Executive (or 

his/her nominee under Rule 1 (a)) the agreed number of Ordinary Shares and/or Options, and 
must also issue a Share Certificate and/or Option Certificate (as applicable) to the selected 
Executive (or his/her nominee under Rule 1 (a)). 

 
2. Option Entitlements 
 

Each Option gives the Optionholder the right to subscribe for 1 Ordinary Share at the Exercise 
Price. 

 
3. Option Period 
 
(a) Each Option expires at 5.OOpm on its Expiry Date. 
 
(b) Options lapse automatically if not exercised before expiry. 
 
4. Option Exercise 
 
(a) Subject to any restrictions imposed under Rule 7, an Optionholder may exercise some or all 

Options. An Optionholder may only exercise Options by lodging with the Company during the 
Exercise Period: 

 
(i) the relevant Option Certificate; 

 
(ii) a duly completed and signed Exercise Notice; and 
 
(iii) the subscription monies for the relevant Ordinary Shares being, subject to these Rules, 

the number of Options exercised multiplied by the Exercise Price. 
 
(b) On allotment and issue to an Optionholder of the Ordinary Shares specified in an Exercise Notice, 

the Option Certificate lodged with the Company by the Optionholder under Rule 4(a) must: 
 

(i) if all the Outstanding Options  held by that Optionholder have been exercised, be 
cancelled by the Company; and 

 
(ii) if only some of the Outstanding Options have been exercised, be appropriately 

endorsed by the Company and then returned to the relevant Optionholder, or (at the 
Company’s election) cancelled and a new Option Certificate for the remaining 
Options issued to the Optionholder. 
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5. Option Allotment Date 
 
The Company must allot and issue to the relevant Optionholder the number of Ordinary Shares which 
corresponds with the number of Options specified in the Exercise Notice, not later than 15 Business Days 
after the date of exercise of the Options. 
 
6. Option Assignment 
 
Optionholders cannot assign Options (or any interest or right in respect of them). This does not prevent 
the exercise of Options by the estate of a deceased Optionholder. 
 
7. Pricing and Restrictions 
 
(a) The Issue Price for Ordinary Shares and the Exercise Price of Options will be the price fixed by the 

Board prior to their grant. 
 
(b) Unless a different Exercise Price is fixed under Rule 7(a), the Exercise Price is the Initial Price. 
 
(c) Ordinary Shares and  Options to be granted under this Plan may be subject to such other 

restrictions as may be fixed by the Board prior to their grant, including, (without limitation) by 
reference to length of service by the Executive with the Group, and threshold prices at which 
Ordinary Shares are traded on the Australian Securities Exchange Limited. In addition Ordinary 
Shares will be subject to a lock-up for a period of not less than, 12 months, as the Board 
determines. Any restrictions so imposed by the Board must be set out on the relevant Share 
Certificate or Option Certificate. 

 
(d) The Board may in its absolute discretion, waive any restrictions imposed under Rule 7(c), either 

unconditionally or subject to compliance with any other restriction which is less onerous than the 
restriction previously fixed. 

 
8. Adjustment to Number of Outstanding Options 

 
Any adjustment to the number of Outstanding Options under a reorganisation of the Company’s 
share capital must be made in accordance with the Listing Rules. 

 
9. Adjustments to Exercise Price 
 

Any adjustment to the Exercise Price under a reorganisation of the Company’s share capital must 
be made in accordance with the Listing Rules. 

 
10. Bonus and Cash Issues 
 
(a) On a Bonus Date, each Option immediately confers on the Optionholder the right: 
 

(i) to receive, on exercise of Outstanding Options, the allotment of 1 Ordinary Share for 
each of the Outstanding Options exercised AND an allotment or issue of such additional 
Ordinary Shares or other securities as would have been allotted to the Optionholder 
had the Outstanding Options been exercised immediately before that Bonus Date and 
the Optionholder had participated in that bonus issue; and 

 
(ii) to have profits or reserves (as the case may be) applied in paying up in full those 

additional Ordinary Shares or other securities. 
 
(b) Other than as allowed under Rule 10(a), Options do not entitle the Optionholder to participate in 

any dividends or a new issue of securities of the Company or any other company, except in its 
capacity as a Shareholder following exercise of the Options. 

 
11. Pari Passu Ranking 
 
(a) Subject to Rule 11(b), any Ordinary Shares allotted under this Plan or pursuant to the exercise of 

Options will: 
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 (i)  in the case of Ordinary Shares allotted and issued under this Plan, rank pari passu in all 
respects with all other Ordinary Shares on issue at the time of allotment; 

 
(ii) in the case of the Ordinary Shares originally under option, rank pari passu in all respects 

with all other Ordinary Shares on issue at the relevant Exercise Date; and 
 

(iii) in the case of any additional Ordinary Shares or other securities under option by virtue of 
any bonus issue referred to in Rule 10, rank pari passu with all other Ordinary Shares or 
other securities issued by virtue of the bonus issue. 

 
(b) The Company must apply for official quotation on the Australian Securities  Exchange Limited of 

Ordinary Shares allotted and issued under this Plan or allotted and issued pursuant to the exercise 
of any Options, within 10 Business Days after allotment and issue (as the case may be), or such 
shorter period as may be prescribed by the Listing Rules. 

 
12. Takeover and Winding up 
 
(a) If a takeover bid under Chapter 6 of The Corporations Act or a compromise or arrangement with 

members of the Company under Section 411 of the Corporations Act causes (or is likely to cause) 
a change in control of the Company, the Board has the discretion to give Optionholders an 
immediate right to exercise their Options. This discretion may only be exercised to ensure (where 
possible) that Optionholders are able to exercise their Outstanding Options within the time 
available to accept the takeover offer or to participate in the compromise or arrangement. 

 
(b) If notice is duly given of a general meeting at which a resolution will be proposed for the 

voluntary winding-up of the Company, every Outstanding Option will be exercisable (but so that 
any exercise under this Rule 12(b) will only be valid if, at the time of such resolution being passed, 
that Option would not have lapsed under any of the other Rules) at any time between the date 
of the notice and the date the resolution is duly passed or defeated, or the meeting concluded 
or adjourned indefinitely, whichever occurs first.  If such resolution is duly passed, all  Outstanding 
Options will (to the extent that they have not been exercised) immediately lapse. 

 
13. Stamp Duty 
 
Any stamp duty payable on the allotment and issue of Ordinary Shares under this Plan, or the allotment 
and issue of Ordinary Shares acquired on exercise of Options must be borne by the Company. 
 
14. Option Cancellation 
 
Unless otherwise determined by the Board prior to issue or at any time before the 
Expiry Date shown on the face of the relevant Option Certificate, an Option will expire on the first to 
occur of the following: 
 
(a) the date shown as the Expiry Date on the face of the relevant Option Certificate; 
 
(b) the date on which the Executive is dismissed by the Company (or another member of the Group) 

for any reason; 
 
(c) the date on which the Executive resigns from the service of the Company (or another member of 

the Group), if he or she resigns within 2 years after the relevant Grant Date; 
 
(d) the date which falls 7 days after the date on which the Executive resigns from the service of the 

Company (or another member of the Group), if he or she resigns more than 2 years after the 
relevant Grant Date; 

 
(e) the date which falls 180 days after the date on which the Executive retires, if he or she retires 

upon or after attaining the age of 65, or otherwise with the consent of the Board; 
 
(f) the date which falls 180 days after the date on which the Executive is retrenched from the 

service of the Company or another member of the Group; 
 
(g) the date which falls 365 days after the date of death or total and permanent disability 
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(evidenced to the satisfaction of the Board) of the Executive; and 
 
(h) the date on which the Executive is declared bankrupt. 
 
15. Limit on Capital 
 

The number of Ordinary Shares and Options which may be issued under this Plan when 
aggregated with: 

 
  (a) the number of Ordinary Shares which may be issued under any  employee share/option 

acquisition plan and the number of Ordinary Shares that would be issued if all options 
granted under all employee share/option plans of the Company were exercised; and 

 
  (b) the number of Ordinary Shares issued by the Company during the preceding 5 years 

under any employee share/option plan,  
 
 must not exceed 5% of the issued Ordinary Shares at the time of the relevant grant.. 

 
16. ASIC Requirements 
 
The Company must use its reasonable endeavours to satisfy the conditions imposed by the Australian 
Securities and Investments Commission from time to time in a class order or exemption from, or 
modification to the requirements of, the Corporations Act relieving the Company from the obligation to 
lodge a prospectus in accordance with Chapter 6D of the Corporations Act. 
 
17  Interpretation 
 
(a) The Board’s interpretation of the meaning and effect of these Rules will be conclusive and 

binding on each holder of Ordinary Shares issued under the Plan and each Optionholder. 
 
(b) These Rules are to be interpreted subject to the Listing Rules. 
 
18  Definitions 
 
In these Rules, unless the context otherwise requires: 
 
Application means an application for the grant of Ordinary Shares and/or Options substantially in the  
form of Schedule 1, or such other form as may be determined by the Board from time to time; 
 
Associate has the meaning given to it in the Income Tax Assessment Act, 1936;  
 
Board means the board of directors of the Company; 

 
Bonus Date means any date after a Grant Date and before the exercise or the expiry of Outstanding  
Options, on which entitlements are ascertained for holders of Ordinary Shares to participate In any bonus 
 issue by way of capitalisation of profits or reserves; 
 
Business Day means any day (other than a Saturday, Sunday or New South Wales public holiday and any 
day which the Australian Securities Exchange Limited has declared not to be a Business Day); 
 
Company means eBet Limited; 
 
Executive means any person (including a consultant to the Company or another member of the Group)  
who the Board determines: 

 
(a) is an executive; and 
 
(b) is entitled to participate in the Plan under Rule 1(a); 
 
Exercise Date means the date shown as the exercise date on the face of an Option  Certificate or, if that 
date is not a Business Day, the next Business Day; 
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Exercise Notice means a notice from an Optionholder to the Company exercising a specified number of 
Options; 
 
Exercise Period means a period during which an Option is exercisable, and which is shown as an exercise 
period on the face of the relevant Option Certificate; 
 
Exercise Price means the price at which an Option can be exercised, as determined in accordance with 
Rule 7 (as adjusted in accordance with Rule 9); 
 
Expiry Date means the date shown as the expiry date on the face of an Option Certificate; 
 
Grant Date means the date shown as the grant date on the face of a Share Certificate or an Option  
Certificate;  
 
Group means the Company and its Subsidiaries; 
 
Initial Price means, subject to adjustment in accordance with Rule 9, the volume weighted average price 
of Ordinary Shares on the Australian Securities Exchange Limited for the 20 Business Days preceding the 
Grant Date (or, if no Ordinary Shares are traded on any of those days, the 20 Business Days on which 
Ordinary Shares are traded immediately before preceding the Invitation Date); 
 
Invitation Date means the date on which the Company issues an invitation to an Executive to apply for 
the grant of Ordinary Shares and/or Options under Rule 1(a); 
 
Issue Price means the price at which an Ordinary Shares is (or is to be) issued under this Plan; 
 
Listing Rules means the listing rules of the Australian Securities Exchange Limited;  
 
Optionholder means the person registered in the Company’s option register as the holder of Options; 
 
Options means options to acquire Ordinary Shares issued (or to be issued) under this Plan; 
 
Option Certificate means a certificate issued by the Company in respect of Options, substantially in the 
form of Schedule 2B, or such other form as may be determined by the Board from time to time; 
 
Ordinary Shares means fully paid ordinary shares in the capital of the Company;  
 
Outstanding Options means Options not yet exercised; 
 
Relative has the same meaning as in the Income Tax Assessment Act 1936; 
 
Share Certificate means a certificate issued by the Company in respect of Ordinary Shares issued under 
this Plan, substantially in the form of Schedule 2A, or such other form as may be determined by the Board 
from time to time; 
 
Shareholder means a shareholder of the Company;  
 
Shares means Ordinary Shares issued (or to be issued) under this plan; and 
 
Subsidiary has the meaning given to it in the Corporations Act. 
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SCHEDULE 1 
 

EBET LIMITED  
 

EXECUTIVE SHARE AND OPTION PLAN 
INVITATION TO APPLY FOR SHARES/OPTIONS 

 
 

EBET LIMITED 
(ACN 056 210 774) 

 
Registered Office  Suite 13, 112-118 Talavera Road, North Ryde NSW 2113. 
 
Incorporated  In New South Wales under the Corporations Law 
 
No. of Shares/Options Exercise period* 
[Number] [Date to the Expiry Date]* 
  
Name & Address of Eligible Executive: [Name and Address] 
  
Terms: Attached 
  
Exercise Parcels:* Whole or Part 
  
Exercise Rights:* Subject to adjustments in accordance with the 

Rules, each option entitles the holder to acquire 1 
Ordinary Share in the capital of eBet Limited on 
payment of the Exercise Price 

  
Restrictions [Restrictions] 
  
 

 
Dear [Insert Name] 
 
You are invited to apply for the number of Ordinary Shares specified above in the capital of eBet 
Limited (“eBet”) in accordance with the eBet Executive Share and Option Plan.* 
 
The Issue Price for your Ordinary Shares will be (price)*. 

 
You are invited to apply for the number of options specified above to acquire ordinary shares in the  
capital of eBet Limited (“eBet”) in accordance with the Executive Share Option Plan. 

 
The Exercise Price for your options will be (price). The options will be issued free of charge. 

 
eBet will also provide you with Information on the current market price of eBet shares from time to time 
during the exercise period of your options. Please contact (name) or (alternative contact) on (number)  
if you would like this information.* 
 
The eBet Executive Share and Option Plan permits you to nominate a Relative or Associate to receive  
your entitlement to Ordinary Shares and/or Options. To nominate a Relative or an Associate, you must  
ensure that such nominee is identified in the attached acceptance. 

 
To accept this invitation, you must complete the attached notice of acceptance and return ft to eBet 
(or identify alternate address) no later than (date). You will not receive the Ordinary Shares and/or 
Options referred to above unless you sign and return the attached notice of acceptance by this date. 

 
If you have any questions regarding this invitation you should contact (name) on (telephone number). 

 
   Should you decide to accept this invitation, please sign the attached Notice of  Acceptance. 
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Terms and expressions defined in this invitation have the same meaning as in the Rules of the eBet 
Executive Share and Option Plan. 

 
 
 
(name)  

Company Secretary 
eBet Limited  

 
(Date) 
 
 

 
 

 
*Delete whichever is not applicable 
 
 
 

 
NOTICE OF ACCEPTANCE 

 
  I apply for Ordinary Shares/Options* to acquire (number) Ordinary Shares in the capital 

of eBet Limited (“eBet”) on the terms of the invitation to apply for Ordinary 
Shares/Options* dated [date]. I understand that these Ordinary Shares/Options* will be 
issued to me on the terms of the Rules of the eBet Executive Share and Option Plan as 
current on the date of this acceptance. 

 
 I request that the Ordinary Shares/Options* referred to above to be allocated to 
 

 
 
   _____________________________________________________________________________ 
 

(name) 
 

of______________________________________________________________________________ 
 

(address)* 
 
 
 
 
 
________________________________ 

Executive 
 
 

Dated:  _________________________ 
 
 
 
 
 
 
 
*Delete whichever is not applicable 
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SCHEDULE 2A 

 
SHARE CERTIFICATE 

 
EBET LIMITED 

(ACN 056 210 774) 
 

Registered Office  Suite 13, 112-118 Talavera Road, North Ryde NSW 2113 
 

Incorporated  In New South Wales under the Corporations Act 
 

Certificate No.  [Number] 
 
No. of Ordinary Shares [Date] 
  
 
Grant Date: 

 
[Date] 

  
Terms: Attached 
  
Restrictions [restrictions on exercise] 
  

 
 



 

   

20 
 
 

 

SCHEDULE 2B 
 

OPTION CERTIFICATE 
 

EBET LIMITED 
(ACN 056 210 774) 

 
Registered Office  Suite 13, 112-118 Talavera Road, North Ryde NSW 2113 

 
Incorporated  In New South Wales under the Corporations Act 

 
Certificate No.  [Number] 

 
No. of Options [Date] 
  
 
Grant Date: 

 
[Date] 

  
Terms: Attached 
  
Exercise period: [Date] to the Expiry Date (both inclusive) 
  
Exercise parcels: Whole or Part 
  
Exercise price: [Price] 
  
Exercise Rights: Each option entitles the holder to acquire 1 ordinary Share in the 

capital of eBet Limited on payment of the Exercise Price.  
  
Expiry Date: [Date] 
  
Restrictions [restrictions on exercise] 
  
 
 
 
 
 
 
 
 
 
 
 
This is to certify that (Name] of (Address] is the registered holder of [Number] options numbered as shown  
above, in eBet Limited, subject to the constitution of eBet Limited and Rules. 
 

 
SIGNED for and on behalf of ) 
EBET LIMITED . ) 
in the presence of ) 
 
 
 
________________________________  ______________________________________ 
Director/Secretary  Director 
Name (please print)  Name (please print) 
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ANNEXURE B TO THE EXPLANATORY MEMORANDUM 
 
Employee Share and Option Plan 
 

PLAN RULES 
 
The rules of the eBet Limited (“eBet”) Employee Share and Option Plan (“Plan”) are set out below: 
 

1. Invitation to Employees 
 
(a) The Board may, from time to time, determine who is entitled to participate in this  Plan and may 

issue invitations to apply for the grant of Ordinary Shares and/or Options to Employees, or a 
Relative or Associate nominated by an Employee. 

 
(b) On the issue of invitations to apply for Ordinary Shares and/or Options, the Company must send 

to the selected Employee an Application which must be signed by that Employee and returned 
to the Company within 10 Business Days. 

 
(c) Upon receipt of a signed Application, the Company must grant to the selected Employee (or 

his/her nominee under Rule 1 (a)) the agreed number of Ordinary Shares and/or Options, and 
must also issue a Share Certificate and/or an Option Certificate (as applicable) to the selected 
Employee (or his/her nominee under Rule 1 (a)). 

 
2. Option Entitlements 
 

Each Option gives an Optionholder the right to subscribe for 1 Ordinary Share at the Exercise Price. 
 
3. Option Period 
 
(a) Each Option expires at 5.OOpm on its Expiry Date. 
 
(b) Options lapse automatically  if not exercised before expiry. 
 
4. Option Exercise 
 
(a) Subject to any restrictions imposed under Rule 7, an Optionholder may exercise some or all 

Options. An Optionholder may only exercise Options by lodging with the Company during the 
Exercise Period: 

 
(I) the relevant Option Certificate; 

 
(ii) a duly completed and signed Exercise Notice; and 
 

(iii) the subscription monies for the relevant Ordinary Shares being, subject to these Rules, the 
number of Options exercised multiplied by the Exercise Price. 

 
(b) On allotment and issue to an Optionholder of the Ordinary Shares specified in an Exercise Notice, 

the Option Certificate lodged with the Company by the Optionholder under Rule 4(a) must: 
 
(i) if all the Outstanding Options held by that Optionholder have been exercised, be cancelled by 

the Company; and 
 
(ii) if only some of the Outstanding Options have been exercised, be appropriately endorsed by the 

Company and then returned to the relevant Optionholder, or (at the Company’s election) 
cancelled and a new certificate for the remaining Options issued to the Optionholder. 

 
5. Option Allotment Date 
 
The Company must allot and issue to the Optionholder the number of Ordinary Shares which corresponds 
with the number of Options specified in the Exercise Notice, not later than 15 Business Days after the date 
of exercise of the Options. 
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6. Option Assignment 
 
Optionholders cannot assign Options (or any interest or right in respect of them). This does not prevent 
the exercise of  Options by the estate of a deceased Optionholder. 
 
7. Pricing and Restrictions 
 
(a) The Issue Price for Ordinary Shares and the Exercise Price of Options will be the price fixed by the 

Board prior to their grant. 
 
(b) Unless a different Issue Price or Exercise Price is fixed under Rule 7(a), the Issue Price and Exercise 

Price are the Initial Price. 
 
(c) Ordinary Shares and  Options to be granted under this Plan may be subject to such other 

restrictions as may be fixed by the Board prior to their grant, including (without limitation) by 
reference to length of service by the Employee with the Group and threshold prices at which 
Ordinary Shares are traded on the Australian Securities Exchange Limited. In addition, Ordinary 
Shares will be subject to a lock-up for a period of not less than, 12 months, as the Board 
Determines. Any restrictions so imposed by the Board must be set out on the relevant Share 
Certificate or Option Certificate. 

 
(d) The Board may, in its absolute discretion, waive any restrictions imposed under Rule 7(c), either 
unconditionally or subject to compliance with any other restriction which is less onerous than the 
restriction previously fixed. 
 
8. Adjustment to Number of Outstanding Options 
 
Any adjustment to the number of Outstanding Options under a reorganisation of the Company’s share 
capital must be made in accordance with the Listing Rules. 
 
9. Adjustments to Exercise Price 
 
Any adjustment to the Exercise Price under a reorganisation of the Company’s share capital must be 
made in accordance with the Listing Rules. 
 
10. Bonus and Cash Issues 
 
(a) On a Bonus Date, each Option immediately confers on the Optionholder the right: 
 
(I) to receive, on exercise of  Outstanding Options, the allotment of 1 Ordinary Share for each of the 

Outstanding Options exercised AND an allotment or issue of such additional Ordinary Shares or 
other securities as would have been allotted to the Optionholder had the Outstanding Options 
been exercised immediately before that Bonus Date and the Optionholder had participated in 
that bonus issue and 

 
(ii) to have profits or reserves (as the case may be) applied in paying up in full those additional 

Ordinary Shares or other securities. 
 
(b) Other than as allowed under Rule 10(a), Options do not entitle the Optionholder to participate in 

any dividends, or a new issue of securities of the Company or any other company, except in its 
capacity as a Shareholder following exercise of the Options. 

 
11. Pari Passu Ranking 
 
(a) Subject to Rule 11(b), any Ordinary Shares allotted under this Plan or pursuant to the exercise of 

Options, will: 
 
(i) in the case of Ordinary Shares allotted and issued under this Plan, rank pari passu in all respects 

with all other Ordinary Shares on issue at the time of allotment; 
 
(ii) in the case of Ordinary Shares originally under option, rank pari passu in all respects with all other 

Ordinary Shares on issue at the relevant Exercise Date; and 
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(iii) in the case of any additional Ordinary Shares or other securities under option by virtue of any 

bonus issue referred to in Rule 10, rank pari passu in all respects with all other Ordinary Shares or 
other securities issued by virtue of the bonus issue. 

 
(b) The Company must apply for official quotation on the Australian Securities Exchange Limited of 

Ordinary Shares allotted and issued under this Plan or allotted and issued pursuant to the exercise 
of any Options,, within 10 Business Days after allotment and issue, or such shorter period as may 
be prescribed by the Listing Rules. 

 
12. Takeover and Winding up 
 
(a) If a takeover bid under Chapter 6 of the Corporations Act or a compromise or arrangement with 

members of the Company under Section 411 of the Corporations Act causes (or is likely to cause) 
a change in control of the Company, the Board has the discretion to give Optionholders an 
immediate right to exercise their Options. This discretion may only be exercised to ensure (where 
possible) that Optionholders are able to exercise their Outstanding Options within the time 
available to accept the takeover offer or to participate in the compromise on arrangement. 

 
(b) If notice is duly given of a general meeting at which a resolution will be proposed for the 

voluntary winding-up of the Company, every Outstanding Option will be exercisable (but so that 
any exercise under this Rule 12(b) will only be valid if, at the time of such resolution being passed, 
that Option would not have lapsed under any of the other Rules) at any time between the date 
of the notice and the date the resolution is duly passed or defeated, or the meeting concluded 
or adjourned indefinitely, whichever occurs first.  If such resolution is duly passed, all Outstanding 
Options will (to the extent that they have not been exercised) immediately lapse. 

 
13. Stamp Duty 
 
Any stamp duty payable on the allotment and issue of Ordinary Shares under this Plan or the allotment 
and issue of Ordinary Shares acquired on  exercise of  Options, must be borne by the Company. 

 

14. Option Cancellation 
 
Unless otherwise determined by the Board prior to issue or at any time before the 
Expiry Date shown on the face of the relevant Option Certificate, an Option will expire on the first to 
occur of the following: 
 
(a) the date shown as the Expiry Date on the face of the relevant Option Certificate; 
 
(b) the date on which the Employee is dismissed by the Company (or another member of the 

Group) for any reason; 
 
(c) the date that the Employee ceases to be an Employee as a result of his or her resignation from 

the service of the Company (or another member of the Group), ,if he or she resigns within 2 years 
after the relevant Grant Date; 

 
(d) the date which falls 7 days after the date on which the Employee ceases to be an Employee as 

a result of his  or her resignation from the service of the Company (or another member of the 
Group) if he or she resigns more than 2 years after the relevant Grant Date; 

 
(e) the date which falls 180 days after the date on which the Employee retires, if he or she retires 

upon or after attaining the age of 65 or otherwise with the consent of the Board; 
 
(f) the date which falls 180 days after the date on which the Employee is retrenched from the 

service of the Company or another member of the Group; 
 
(g) the date which falls 365 days after the date of death or total and permanent disability 

(evidenced to the satisfaction of the Board) of the Employee; and 
 
(h) the date on which the Employee is declared bankrupt. 
 
15. Limit on Capital 
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 The number of Ordinary Shares and Options which may be issued under this Plan when aggregated with: 
 
(a) the number of Ordinary Shares which that may be issued under any executive share/option 
acquisition plan and the number of Ordinary Shares that would be issued if all options granted under all 
executive share/option plans of the Company were exercised; and 
 
(b) the number of Ordinary Shares issued by the Company during the preceding 5 years under any 
employee share/option plan, 
 
must not exceed 5% of the issued Ordinary Shares at the time of the relevant grant.  

 
16. ASIC Requirements 
 
The Company must use its reasonable endeavours to satisfy the conditions imposed by the Australian 
Securities and Investments Commission from time to time in a class order or exemption from, or 
modification to the requirements of, the Corporations Act relieving the Company from the obligation to 
lodge a prospectus in accordance with Chapter 6D of the Corporations Act. 
 
17. Interpretation 
 
(a) The Board’s interpretation of the meaning and effect of these Rules will be conclusive and 

binding on each holder of Ordinary Shares issued under this Plan, and each Optionholder. 
 
(b) These Rules are to be interpreted subject to the Listing Rules. 
 
18. Definitions 
 
In these Rules, unless the context otherwise requires: 
 
Application means an application for the grant of Ordianry Shares and/or Options substantially in the 
form of Schedule 1, or such other form as may be determined by the Board from time to time; 
 
Associate has the meaning given to it in the Income Tax Assessment Act 1936;  
 
Board means the board of directors of the Company; 
 
Bonus Date means any date after a Grant Date and before the exercise or expiry of  Outstanding 
Options, on which entitlements are ascertained for holders of Ordinary Shares to participate in any bonus 
issue by way of capitalisation of profits or reserves; 
 
Business Day means any day (other than a Saturday, Sunday or New South Wales public holiday and any 
day which the Australian Securities Exchange Limited has declared not to be a Business Day); 
 
Company means eBet Limited; 
 
Employee means an employee of any member of the Group who the Board determines is entitled to 
participate in this Plan under Rule 1(a), but excludes any person the Board determines is an “executive 
officer” (as that term is defined in section 9 of the Corporations Act) of any member of the Group; 
 
Exercise Date means the date shown as the exercise date on the face of an Option Certificate or, if that 
date is not a Business Day, the next Business Day; 
 
Exercise Notice means a notice from an Optionholder to the Company exercising a specified number of 
Options; 
 
Exercise Period means a period during which an Option is exercisable, and which is shown as an exercise 
period on the face of the relevant Option Certificate; 
 
Exercise Price means the price at which an Option can be exercised, as determined in accordance with 
Rule 7 (as adjusted in accordance with Rule 9); 
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Expiry Date means the date shown as the expiry date on the face of a Share Certificate an Option 
Certificate; 
 
Grant Date means the date shown as the grant date on the face of a Share Certificate or an Option  
Certificate; 
 
Group means the Company and its Subsidiaries; 
 
Initial Price means, subject to adjustment in accordance with Rule 9, the volume weighted average price 
of Ordinary Shares on the Australian Securities Exchange Limited for the 20 Business Days preceding the 
Invitation Date (or, if no Ordinary Shares are traded on any of those days, the 20 Business Days on which 
Ordinary Shares are traded immediately before preceding the Invitation Date). 
 
Invitation Date means the date on which the Company issues an invitation to an Employee to apply for 
the grant of Ordinary Shares and/or Options under Rule 1(a); 
 
Issue Price means the price at which an Ordinary Share is (or is to be) issued under this Plan;  
 
Listing Rules means the listing rules of the Australian Securities Exchange Limited;  
 
Optionholder means the person registered in the Company’s option register as the holder of Options; 
 
Options means options to acquire Ordinary Shares issued (or to be issued) under this Plan; 
 
Option Certificate means a certificate issued by the Company in respect of Options, substantially in the 
form of Schedule 2B, or such other form as may be determined by the Board from time to time; 
 
Ordinary Shares means fully paid ordinary shares in the capital of the Company; 
 
Outstanding Options means Options not yet exercised; 
 
Relative has the same meaning as in the Income Tax Assessment Act, 1936; 
 
Share Certificate means a certificate issued by the Company in respect of Ordinary Shares issued under 
this Plan, substantially in the form of Schedule 2A, or such other form as may be determined by the Board 
from time to time; 
  
Shareholder means a shareholder of the Company; and 
 
Subsidiary has the meaning given to it in the Corporations Act. 
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SCHEDULE 1 
 

EBET LIMITED 
 

EMPLOYEE SHARE AND OPTION PLAN 
 

INVITATION TO APPLY FOR SHARES/OPTIONS 
 

EBET LIMITED 
(ACN 056 210 774) 

 
Registered Office  Suite 13, 112-118 Talavera Road, North Ryde, NSW  2113 
 
Incorporated  In New South Wales under the Corporations Act 
 
 
No. of Shares/Options Exercise period* 

 
[Number] [Date to the Expiry Date]* 
  
Name & Address of Eligible Employee: [Name and Address] 
  
Terms: Attached 
  
Exercise Parcels: * Whole or Part 
  
Exercise Rights: * Subject to adjustments in accordance with the 

Rules, each option entitles the holder to acquire 1 
Ordinary Share in the capital of eBet Limited on 
payment of the Exercise Price 

  
Restrictions [Restrictions] 
  
 
 
Dear [Insert Name] 
 
You are invited to apply for the number of Ordinary Shares specified above in the capital of eBet Limited 
(“eBet”) in accordance with the eBet Employee Share and Option Plan.* 
 
This Issue Price for your Ordinary Shares will be (price)*.  
 
You are invited to apply for the number of options specified above to acquire Ordinary Shares in the 
capital of eBet Limited (“eBet”) in accordance with the Employee Share and Option Plan.* 
 
 
The Exercise Price for your Options will be (price]. The options will be issued free of charge.* 
 
eBet will also provide you with information on the current market price of eBet shares from time to time 
during the exercise period of your options. Please contact [name] or (alternative contact] on [number] if 
you would like this information.* 
 
The eBet Employee Share and Option Plan permits you to nominate a Relative or Associate to receive 
your entitlement to Ordinary Shares and/or Options. To nominate a Relative or an Associate, you must 
ensure that such nominee is identified in the attached acceptance. 
 
To accept this invitation, you must complete the attached notice of acceptance and return it to eBet (or 
identify alternate address) no later than (date).  You will not receive the Ordinary Shares and/or Options 
referred to above unless you sign and return the attached notice of acceptance by this date. 
 
If you have any questions regarding this invitation you should contact (name) on (telephone number). 
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Should you decide to accept this invitation, please sign the attached Notice of Acceptance. 
 
Terms and expressions defined in this invitation have the same meaning as in the Rules of the eBet 
Employee Share and Option Plan. 
 
 
 
[name] 
Company Secretary 
eBet Limited  
[Date] 
 
 
 
 
 
 
*Delete whichever is not applicable 
 
 

 
NOTICE OF ACCEPTANCE 

 
I apply for Ordinary Shares/Options* to acquire [number] Ordinary Shares in the capital of eBet Limited 
(“eBet”) on the terms of the Invitation to apply for Ordinary Shares/Options* dated [date].  
I understand that these Ordinary Shares/Options* will be issued to me on the terms of the Rules of the 
eBet Employee Share and Option Plan as current on the date of this acceptance. 
 
I request that the Ordinary Shares/Options* referred to above to be allocated to 
 
________________________________________ 
(name)  
 
 
________________________________________________________________________ 
of (address)* 
 
 
 
 
 
 
_____________________________ 
 
Employee 
 
 
____________________________ 
Dated: 
 
 

 
 
 
*Delete whichever is not applicable 
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      SCHEDULE 2A 
 
SHARE CERTIFICATE 
 
      EBET LIMITED 
(ACN 056 210 774) 

 
Registered Office  Suite 13,  112-118 Talavera Road, North Ryde NSW 2113 
 
Incorporated   In New South Wales under the Corporations Act 
 
Certificate No.  (Number] 

 
No. of Shares [Date] 
  
 
Grant Date: 

 
[Date] 

  
Terms: Attached 
  
Restrictions [restrictions on exercise] 
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SCHEDULE 2B 
 

OPTION CERTIFICATE 
 

EBET LIMITED 
(ACN 056 210 774) 

 
Registered Office  Suite 13,  112-118 Talavera Road, North Ryde NSW 2113 
 
Incorporated   In New South Wales under the Corporations Act 
 
Certificate No.  (Number] 
 
No. of Options [Date] 
  
 
Grant Date: 

 
[Date] 

  
Terms: Attached 
  
Exercise period: [Date] to the Expiry Date (both inclusive) 
  
Exercise parcels: Whole or Part 
  
Exercise price: [Price] 
  
Exercise Rights: Each option entitles the holder to acquire 1 Ordinary Share in the 

capital of eBet Limited on payment of the Exercise Price.  
  
Expiry Date: [Date] 
  
Restrictions [restrictions on exercise] 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
This is to certify that [Name] of [Address] is the registered holder of [Number] options numbered as shown 
above, in eBet Limited, subject to the constitution of eBet Limited and the Rules. 
 
 
SIGNED BY  ) 
EBET LIMITED  ) 
in the presence of: ) 
 
 
 
 
_______________________________             __________________________________ 
Director/Secretary Director 
Name (please print) Name (please print) 
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ANNEXURE C TO THE EXPLANATORY MEMORANDUM 
 
Independent Expert’s Report 
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eBet Limited – Independent Expert’s Report 

products is legally independent of whether or not approval for the Proposed Issue of eBet Shares 

to WMS is obtained, we have considered the ability of WMS to terminate the Distribution 

Agreement if eBet is not able to meet its minimum performance obligations. 

When considering the maintainable EBITDA for the existing business of eBet, we have reviewed 

the historical EBITDA and forecast EBITDA and accordingly, we have adopted EBITDA of $4.6 

million as its maintainable earnings. In this regard, we note that the historical financial performance 

of eBet has been affected by the introduction of smoking bans and the global financial crisis, and 

display a trend of decline. Whilst the results for FY10 are expected to be further impacted, 

management of eBet expect the financial results to begin to recover from FY11, when the impact 

of the smoking bans and global financial crisis is expected to ease and new products are expected to 

be launched. 

With respect to the contribution from WMS products, we have been provided with management’s 

projection of revenue and EBITDA during the life of the Distribution Agreement under two 

scenarios: 

•  assuming the Proposed Issue of eBet Shares to WMS is approved and the Note Facility is 

available to fund working capital requirements. In this regard, we note that the contribution from 

WMS products is expected to grow substantially over the term of the Distribution Agreement. 

However, our reservation is that management of eBet is still conducting field trials of WMS 

products and it is possible that the actual timing of the roll out of the products will be different 

from those expected by management. Management anticipates the actual roll out to commence 

at the end of 1H10. We have taken into consideration the average EBITDA contribution of 

WMS products for FY10 and FY11 and have assessed the maintainable earnings for WMS 

products at approximately $2 million. We note the assessed maintainable EBITDA is lower than 

the full potential of WMS products as expected by the management of eBet. However, we have 

reflected the potential growth and risks associated with the roll-out of WMS products in our 

assessed multiple; and 

• assuming the Proposed Issue of eBet Shares to WMS is not approved and the Note Facility will 

not be made available to eBet. In this regard, the Directors of the Company have represented to 

us that eBet may have limited capacity to raise alternative debt facilities to fund its working 

capital requirements due to the limited collateral available. Furthermore, we understand that 

additional funding on the existing debt facility is not available and eBet had not been able to 

secure additional funding prior to entering into the Convertible Note Agreement. 

As a result, eBet may not be able to fulfil its contractual obligations under the Distribution 

Agreement to purchase the minimum amount of WMS products for each financial year without 

accessing the Note Facility. Accordingly, WMS has the ability to change eBet’ distribution status 

from exclusive to non-exclusive, or terminate the Distribution Agreement. Based on the 

discussions above, we have not attributed any value to the business associated with the 

distribution of WMSs products under this scenario. 

In summary, we have assessed the future maintainable EBITDA associated with the distribution of 

WMS products between $nil and $2 million. 
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The Distribution Agreement has an initial term of four years expiring on 1 July 2013 with an option 

to extend the initial term for one additional year to 1 July 2014, subject to eBet achieving certain 

performance targets. However, there are no specific provisions for renewal after 1 July 2014 and 

accordingly, there is a significant degree of uncertainty as to whether eBet will be able to maintain 

the distribution of WMS products after 1 July 2014. We have incorporated this uncertainty in our 

assessment of the EBITDA multiple. 

7.2 EBITDA multiple 

As the underlying risks and potential growth opportunities attributable to both the existing business 

and the distribution of WMS products are different, we have attributed different multiples to these 

businesses. 

In forming the base of our assessment, we have had regard to the trading multiples of listed 

companies in the gaming industry in Australia and overseas. We have further considered the 

EBITDA multiples implied by recent transactions in the gaming industry in Australia and overseas. 

7.2.1 Trading multiples 

The selection of an appropriate EBITDA multiple is a matter of judgement and involves 

consideration of a number of factors including: 

• the stability and quality of earnings; 

• the nature and size of the business; 

• the quality of the management team; 

• comparable company trading multiples which have been attributed by share market investors; 

• the implied multiples of recent acquisitions of businesses involved in similar activities; 

• future prospects of the business; 

• cyclical nature of the industry; and 

• the asset backing of the underlying business and the quality of the assets. 
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The following table summarises the trading multiples for listed companies operating in similar 

industry sector as eBet: 

 

Source: Reuters and company data 

The majority of the comparable companies are larger than eBet. In general, larger companies tend 

to have higher trading multiples than smaller companies. 

7.2.2 Transaction multiples 

We have further considered the multiples implied by historical transactions. The following table 

summarises the EBITDA multiples implied by these historical transactions: 

 

Source: Mergermarket 

In relation to the above implied multiples, we note that: 

• the implied transaction multiples may incorporate various levels of control premium and special 

values paid for by the acquirers;  

• the size of some of the target companies is much larger than eBet; 

Company Country Market Cap EV/EBITDA EV/EBITDA EV/EBITDA

2009 2010 2011

A$'million Times Times Times

Aristocrat Leisure Limited AU 2,448                    14.6x   11.5x   8.9x  

Ainsworth Game Technology Limited AU 36                        n/a n/a n/a

Odyssey Gaming Limited AU 1                           2.1x  n/a n/a

WMS Industries Inc. US 2,522  9.6x   8.4x   7.6x  

Bally Technologies Inc US 2,399  7.7x   7.2x   6.6x  

Scientific Games Corp. US 1,713  8.7x   7.6x   7.4x  

International Game Technology US 7,467  12.3x   10.6x   9.3x  

Shuffle Master, Inc. US 552  10.7x   9.4x   8.0x  

 9.4x   9.1x   8.0x  

 9.6x   8.9x   7.8x  

Date Target Company Bidder Company
Enterprise Value 

($' million)
EBITDA Multiple

Aug-06 AmTote International Inc MEC Maryland Investments Inc                         26 2.6

May-06 Inspired Gaming Group Plc Inspired Gaming Group PLC (MBO Vehicle)                       473 3.0

Apr-06 Global Draw Limited Scientific Games Corporation                       279 6.3

Aug-06 GTECH Corporation Lottomatica SpA                    6,379 8.0

Feb-06 Stargames Limited Shuffle Master Australasia Pty Ltd                       153 15.0

Oct-05 VirtGame Corp. Progressive Gaming International Corporation                         90 3.8

 Average 6.5

Median 5.0
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• the multiples may reflect synergistic benefits paid by the acquirer; and  

• the transactions observed took place during the period in 2005 and 2006. Economic factors, 

including interest rates and consumer confidence, during this period are materially different from 

those current as at the valuation date. These factors may influence the amounts paid by the 

acquirers for these businesses. 

7.2.3 Premium for control 

The trading multiples listed above have been calculated based on the market prices for minority or 

portfolio share holdings and do not include a premium for control. A premium for control is 

applicable when the acquisition of control of a company or business would give rise to benefits 

such as: 

• the ability to realise synergistic benefits; 

• access to cash flows; 

• access to tax benefits; and 

• control of the board of directors of the company. 

Evidence from studies indicates that premiums for control on successful takeovers have frequently 

been in the range of 20% to 40% and that the premiums vary significantly from transaction to 

transaction.  

As we are valuing eBet on a 100% basis, we have incorporated a control premium in our assessed 

EBITDA multiples. 

7.2.4 Relevant specific factors 

In arriving at the EBITDA multiple used to value the existing business of eBet, we have further 

considered the following factors: 

• the industry has recently been affected by a number of factors including the implementation of 

smoking bans and the global financial crisis; 

• management expect the EBITDA of the existing business of eBet to return to positive growth 

from FY11.  

Based on the above, we have assessed an EBITDA multiple for the existing business of eBet in the 

range of 4.0 times to 4.5 times, on a controlling basis. 

In relation to the EBITDA multiple used to value the contribution from WMS products, we note 

that: 

• our assessment of EBITDA is based on management’s projections for FY10 and FY11. 

Management of eBet have projected substantial growth for FY11 and beyond; 
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• as at the date of this report, WMS products are being trialled and have not been fully rolled out; 

and 

• the Distribution Agreement has a maximum term of five years. Whilst there are no specific 

provisions to allow the Distribution Agreement to extend beyond the initial term, our assessed 

EBITDA is based on the assumption that the contribution from WMS products will continue 

after the current termination date of the Distribution Agreement. However, risks and uncertainty 

associated with the potential renewal of the Distribution Agreement have been considered and 

reflected in our assessed EBITDA multiple. 

 Based on the above, we have assessed an EBITDA multiple for the contribution from WMS 

products to be 2.0 times, on a controlling basis. 

7.3 Net debt/cash 

The capitalisation of eBet’s EBITDA results in an enterprise value. In order to arrive at the equity 

value of eBet, we have deducted the level of net debt from the enterprise value. 

Based on the financial position of eBet as at 30 June 2009, we have adopted a net debt of 

approximately $3.36 million, consisting of interest bearing liabilities of approximately $3.4 million 

less cash of approximately $40,000.13 

7.4 EBR 

eBet has 128,000 EBRs outstanding as at 30 June 2009, each with face value of $25.00. EBRs are 

convertible into eBet Shares at the price of 16.875 cents, or repayable on 30 September 2010.  

Based on the recent share market prices of eBet, which are well below the conversion price, we 

have assumed all EBRs to be repaid when due on 30 September 2010. Accordingly, we have 

deducted the face value of the EBR of approximately $3.2 million in arriving at the fair market 

value of eBet. 

7.5 Tax losses 

eBet has approximately $23.5 million of accumulated losses which could potentially be offset 

against future taxable income. For the purpose of the valuation, we believe that the accumulated 

losses have a value, as they can be used to offset against future taxable income. 

For the purpose of this report, we have calculated the net present value of the unutilised tax losses 

using the DCF approach and the following assumptions: 

• eBet will continue to generate earnings similar to our assessed EBITDA level; 

• an available fraction in relation to the utilisation of tax losses of 54%; and 

                                                      

13 We have been informed by the management that eBet has made principal repayment of $500,000 in September 2009 
out of existing cash resources. 
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• a cost of equity of approximately 22%, which represents our assessed cost of equity of eBet plus 

a premium to reflect the risks and uncertainty associated with the utilisation of the tax losses. 

We have assessed the net present value of the tax losses on the following basis: 

• with respect to the low end of our assessed range, we have assumed nil contribution from WMS 

products; 

• with respect to the high end of our assessed range, we have considered the contributions from 

WMS products as provided in the management forecasts; 

Accordingly, our assessed net present value of tax losses is in the range of approximately $2.0 

million to $3.6 million. Our assessment of the net present value of tax losses assumes eBet satisfies 

the taxation requirements in relation to utilising these tax losses. 

7.6 Summary of valuation 

The following table summarises the valuation assumptions of eBet Shares: 

   

Source: Calculations 

Based on the above, we have assessed the value of eBet Shares in the range of 6.4 cents to 10.0 

cents per share. Our wide range of value represents the risks and uncertainties associated with: 

• the distribution of WMS products after obtaining the relevant funding (such as the Note 

Facility); 

• the acceptance of WMS products in NSW (and other markets within Australia). In this regard, 

we understand that the result of the field trials to date has been positive; and 

Valuation of eBet Low High

$'000 $'000

Existing business

Maintainable EBITDA 4,600                   4,600                   

EBITDA multiple on a control basis 4.00                     4.50                     

A 18,400                 20,700                 

Distribution of WMS products

Maintainable EBITDA -                       2,000                   

EBITDA multiple on a control basis B 2.00                     2.00                     

-                       4,000                   

Enterprise value C = A + B 18,400                 24,700                 

Net debt (3,361)                  (3,361)                  

Face value of EBR (3,200)                  (3,200)                  

Net present value of tax losses 2,000                   3,600                   

Fair market value of eBet on control basis 13,839                 21,739                 

Number of eBet Shares on issue 217,806,111        217,806,111        

Value per share (cents) 6.4                       10.0                     
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• the ability of WMS to terminate the Distribution Agreement if certain predetermined targets are 

not met by eBet. 

We have not considered the potential dilutionary impact of the exercise of the Other Options as 

these options are ‘out of the money’. 

Grant Thornton Corporate Finance notes that our assessed value of eBet Shares is on a 100% basis 

and inclusive of a control premium. 

7.7 Valuation cross check 

Prior to reaching our valuation conclusion, we have considered the reasonableness of our valuation 

by comparing our result to the recent share market prices of eBet. In this regard, we have 

considered the share market prices of eBet before and after the announcement of entering into the 

Distribution Agreement, the Convertible Note Agreement and the Option Agreement with WMS. 

We note that the share market prices of eBet Shares are based on minority parcels of shares traded, 

and generally do not incorporate a premium for control. However, our assessed value of eBet 

Shares is on a 100% basis and has incorporated a premium for control. 

The share market prices of eBet traded on the ASX before and after the announcement of the 

Distribution Agreement are summarised below: 

 

Source: Reuters 

 Our assessed value of eBet Shares of between 6.4 cents and 10.0 cents is above the share market 

prices on a minority basis before the announcement of the Distribution Agreement, and is 

consistent with the share market prices following announcement of the Distribution Agreement on 

6 July 2009. 

Based on the above, we consider our valuation of eBet Shares is reasonable. 

eBet Low High VWAP Volume

Recent share market prices $ $ $ 000

Before the announcement of various agreements with WMS

1 month prior to 6 July 2009  (Date of announcement of 
the Proposed Issue of eBet Shares to WMS)

0.044 0.059 0.052 1,960                   

2 months prior to 6 July 2009 0.044 0.059 0.053 5,434                   

3 months prior to 6 July 2009 0.044 0.060 0.054 7,927                   

After the announcement of various agreements with WMS

1 week to 21 September 2009 0.075 0.092 0.086 573                      

2 weeks to 21 September 2009 0.075 0.105 0.090 1,186                   

1 month to 21 September 2009 0.070 0.105 0.089 3,944                   

7 July 2009 to 21 September 2009 0.055 0.105 0.077 9,596                   
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8 Valuation of eBet Options 

As discussed in Section 6.3, we have used the Binomial Model to value eBet Options. We note that 

the terms of the eBet Options include non market vesting conditions in relation to the WMS 

Contribution Profit compared with the Total Company Gross Profit. Accordingly, we have used a 

probability factor in relation to the likelihood of the vesting conditions being met to value the eBet 

Options. 

The key assumptions used for the valuation of the eBet Options are summarised below: 

• underlying share price – for the purpose of the valuation, we have used the VWAP of eBet 

Shares for the two weeks ended 21 September 2009 of 9 cents; 

• an exercise price of 15 cents per eBet Option as per the Option Agreement; 

• volatility – we have adopted a volatility of approximately 75%, having regard to the volatility of 

eBet and expected volatility over the term of the eBet Options; 

• risk free rate -   we have adopted the five year Australian Commonwealth Government Bond 

yield of 5.32% as at 21 September 2009 as the risk free rate; 

• Option life – five years in accordance with the Option Agreement (i.e. one year after termination 

of the Distribution Agreement); and 

•  Probability factor – based on the projections provided by the management of eBet, we 

understand the performance hurdles to be achieved for the eBet Options to vest are substantial. 

Accordingly, we have applied a probability factor of between 20% and 50% for the vesting 

condition in which WMS Contribution Profit is expected to exceed 30% of the Total Company 

Gross Profit. Given the higher uncertainty associated with WMS Contribution Profit exceeding 

50% of the Total Company Gross Profit, we have applied a probability factor of between 10% 

and 30%. We note that the low end of our probability factor has been assessed to incorporate 

into our assessment the ability of WMS to terminate the Distribution Agreement if eBet is not 

able to achieve its minimum performance targets as discussed in section 7.1. 
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The following table summarises our valuation of eBet Options: 

 

Source: Calculations 

 Based on the above, we have assessed the fair market value of the eBet Options to be $4.94 cents 

per option. Accordingly, we have assessed the total value of 15,246,248 eBet Options issued to 

WMS in the range of $113,000 to $301,000. 

8.1 Effect of the anti-dilution provisions 

In accordance with ASX Listing Rule 6.21, an option must not confer the right to a change in 

exercise price or a change to the number of underlying securities over which it can be exercised, 

unless the right is permitted under ASX Listing Rule 6.22. 

ASX Listing Rule 6.22.2A provides that if the option was issued with the approval of the holders of 

ordinary securities, the exercise price or number of underlying securities may change if there is a 

pro-rata issue to the holder of the underlying securities in accordance with the formula contained in 

the terms of the options. However, the notice of meeting must contain a report by an independent 

expert on the effect of the proposed change. 

Clause 8 (iv) of the Option Agreement deals with changes in the exercise price of the WMS 

Options in conjunction with rights issues of ordinary shares or options over ordinary shares 

(“Rights Issue”).  

Specifically, if the Rights Issue is conducted at a price which is less than 100% of average closing 

price of eBet Shares in the 5 trading days before the announcement of the Rights Issue (Current 

Share Price), then the exercise price of the WMS Options is adjusted by multiplying the exercise 

price in force immediately prior to the Rights Issue by the following fraction: 

A+B 

A+C  

 

Low High

$'000 $'000

Tranche 1

Number of eBet Options 7,623,214            7,623,214            

Assessed value per eBet Option (cents) 4.94                     4.94                     

Probability factor 20% 50%

Assessed value of eBet Options 75                        188                      

Tranche 2

Number of eBet Options 7,623,214            7,623,214            

Assessed value per eBet Option (cents) 4.94                     4.94                     

Probability factor 10% 30%

Assessed value of eBet Options 38                        113                      

Total assessed value of eBet Options 113                      301                      
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Where: 

• A is the number of ordinary shares on issue immediately before the Rights Issue; 

• B is the number of shares that it would have been purchased by the total amount raised 

with the Rights Issue at an issue price equal to the Current Share Price 

• C is the enlarged number of ordinary shares on issue after the Rights Issue. 

Set out below is an example showing the effect of the proposed anti-dilution provisions. 

• Number of ordinary shares of eBet on issue – 217,806,111; 

• Current Share Price as at 21 September 2009 – 8.36 cents; 

• Number of shares to be issued under a potential Rights Issue – 200,000,000; 

• Issue price of the Rights Issue – 7.00 cents; and 

• Exercise price of the WMS Options – 15.00 cents. 

Based on the assumptions set out above, the exercise price of the WMS Options would be reduced 

to 13.83 cents. Summarised below are our calculations. 

  

A 217,806,111              

B 167,464,115              

C 417,806,111              

(A+B)/(A+C) 92.21%

Current Exercise Price - cents 15.00                         

Adjusted Exercise Price - cents 13.83                         
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9 Evaluation of the Proposed Issue of eBet Shares to WMS 

Grant Thornton Corporate Finance has concluded that the Proposed Issue of eBet Shares to WMS 

is fair and reasonable to eBet Shareholders. 

9.1 Fairness 

9.1.1 Approach 

In forming our opinion in relation to the fairness of the Proposed Issue of eBet Shares to WMS, 

Grant Thornton Corporate Finance has compared: 

• the value of eBet Shares on a control basis to be issued to WMS upon the conversion of the 

Convertible Notes and the exercise of eBet Options, plus the fair market value of the eBet 

Options issued to WMS for nil consideration. The total value of these securities represents the 

value of the assets provided or to be provided to WMS; with 

• the net present value of the funds to be received by eBet as a result of the conversion of the 

Convertible Notes and the exercise of the eBet Options. 

9.1.2 Key assumptions 

In performing our analysis, Grant Thornton Corporate Finance has made a number of 

assumptions, including the following: 

• eBet will fully draw the Note Facility of $3.5 million at inception, resulting in the issue of 140,000 

Convertible Notes to WMS, and each issue of the Convertible Notes will be for a minimum of 

$500,000. However, we understand that eBet may not draw down the Note Facility. Based on 

the conversion price of $0.11 per eBet Shares, the Convertible Notes can be converted into 

approximately 31.8 million eBet Shares; 

• WMS will convert the Convertible Notes in accordance with the timetable specified in the 

Convertible Note Agreement, that is: 

− 1/3 of the total number of Convertible Notes converted 12 months after their issue; 

− an additional 1/3 of the total number of Convertible Notes converted 24 months after their 

issue;  

− the final 1/3 of the total number of Convertible Notes converted 36 months after their issue; 

and 

• in accordance with the projections provided by the Management of eBet, the performance 

conditions of the eBet Options will be fully met in FY13, and therefore WMS will be able to 

exercise all 15.2 million eBet Options at that point in time. 

Grant Thornton Corporate Finance notes that the actual conversion of the Convertible Notes and 

the exercise of the eBet Options will be based on a wide range of factors, including the share 

market prices of eBet and the future financial performance of eBet. Our above assumptions only 
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reflect one of the many scenarios which may occur. It is possible that the Note Facility will not be 

utilised and accordingly no Convertible Notes will be issued to WMS. Further, it is possible that the 

performance conditions of the eBet Options will not be achieved and the eBet Options will not be 

exercised. 

9.1.3 Value of the assets provided or to be provided to WMS 

If all Convertible Notes are converted and all eBet Options are exercised, eBet will issue 

approximately 47.1 million eBet Shares to WMS. For the purpose of assessing the value of the 

parcel of eBet Shares to be issued to WMS, we have used our assessed value of eBet Shares in the 

range of 6.4 cents to 10.0 cents, which has incorporated a control premium as required by RG 111. 

We have assessed the total value of the eBet Options to be $113,000 to $301,000 (Section 8). 

The following table calculates the total value of the assets proposed to be provided to WMS: 

  Source: Calculations 

9.1.4 Value of the assets to be received from WMS 

Using our assumption in relation to the conversion of the Convertible Notes and the exercise of 

the eBet Options, we have calculated the net present value of the funds to be provided by WMS 

using our assessed cost of equity between 13.7% and 14.3% (refer to Appendix B for details). 

Value of the assets to be provided to WMS Reference L ow High

$'000 $'000

Assessed value of eBet Shares to be issued to WMS

eBet Shares to be issued on conversion of Convertible Notes 31,818,182          31,818,182          

eBet Shares to be issued on exercise of eBet Options 15,246,428          15,246,428          

Total number of eBet Shares to be issued 47,064,610          47,064,610          

Assessed value of eBet Share (control basis) Section 7.6 6.4                       10.0                     

2,990                   4,697                   

Fair market value of eBet Options Section 8 113                      301                      

Value of the assets to be provided to WMS 3,103                   4,999                   
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 Source: Calculations  

9.1.5 Comparison 

The following table compares the value of the assets to be provided to WMS against the value of 

assets to be received from WMS.  

  

Source: Calculations 

As the net present value of the amounts payable by WMS upon conversion of the Convertible 

Notes and the exercise of the eBet Options is within our assessed value of eBet Shares to be issued 

to WMS on a control basis, although at the low end range, we have concluded that the proposed 

issue of eBet Shares to WMS upon conversion of the Convertible Notes and exercise of the eBet 

Options is fair to the eBet Shareholders. 

9.2 Reasonableness 

For the purpose of assessing whether the Proposed Issue of eBet Shares to WMS is reasonable to 

eBet Shareholders, we have considered the likely advantages and disadvantages associated with the 

Proposed Issue as discussed below. 

Furthermore, we have also considered the specific circumstances of the Proposed Issue of eBet 

Shares to WMS and we note that WMS will not obtain practical control of eBet if the Proposed 

Issue of eBet Shares to WMS is approved as WMS will only be entitled to appoint one director14 to 

the board of eBet if WMS holds at least 10% of the issued capital of eBet. We also note that even 
                                                      

14 As at the date of this report, eBet has a total of 5 directors. 

Value of the assets to be received from WMS Year 1 Year 2 Year 3 Year 5 Total

$'000 $'000 $'000 $'000 $'000

eBet Shares to be issued as a result of 
conversion of Convertible Notes/exercise of eBet 
Options

10,606,061   10,606,061   10,606,061   15,246,428   47,064,610   

Conversion price/ exercise price (cents) 0.11              0.11              0.11              0.15              

Reduction in the principal amount of standby 
facility/ cash received from exercise of options

1,167            1,167            1,167            2,287            5,787            

Discount factor - low 13.7% 0.880            0.774            0.680            0.526            

Present value 1,026            902               794               1,204            3,926            

Discount factor - high 14.3% 0.875            0.765            0.670            0.513            

Present value 1,021            893               781               1,172            3,867            

Reference Low High

$'000 $'000

Value of the assets to be provided to WMS Section 9.1.3 3,103                   4,999                   

Value of the assets to be received from WMS Section 9.1.4 3,867                   3,926                   

Difference 764                      (1,073)                  

% premium/(discount) 25% (21%)
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assuming the maximum number of eBet Shares are issued, WMS will not exceed a 17.8% interest in 

the enlarged share capital of eBet, which does not constitute a controlling stake. 

9.2.1 Likely advantages 

The likely advantages associated with the Proposed Issue of eBet Shares to WMS include: 

• if the Proposed Issue of eBet Shares to WMS is approved, eBet will have access to the Note 

Facility of $3.5 million. The Note Facility is a standby facility, and therefore it will not affect the 

financial performance and gearing of eBet until it is utilised; 

• in our opinion, the fixed interest rate of the Note Facility of 8.5% per annum is below the 

market fixed interest rate for credit facilities similar to the Note Facility, including the underlying 

collateral and having regard to the current gearing level of eBet; 

• without the Distribution Agreement, eBet would be less valuable. Accordingly, if the 

Distribution Agreement had been conditional upon approval of the Proposed Issue of eBet 

Shares to WMS, such consideration provided by WMS would have exceeded the value of the 

Proposed Issue of eBet Shares to WMS; 

• we note that the Distribution Agreement has a maximum term of 5 years and the approval of the 

Proposed Issue of eBet Shares to WMS will improve the prospects of eBet renewing the 

Distribution Agreement on favourable terms; 

• if the Proposed Issue of eBet Shares to WMS is approved and assuming the Note Facility is fully 

drawn, eBet will be able to eliminate the liabilities associated with the Note Facility upon 

conversion of the Convertible Notes and hence reduce its gearing. Further, eBet can raise a 

maximum amount of $2.2 million through the exercise of eBet Options; 

• the exercise of the eBet Options are subject to eBet achieving certain performance targets 

associated with the distribution of WMS products. The eBet Options therefore provide 

additional incentives for WMS to assist eBet in expanding the markets for WMS products; 

• the net present value of the amounts payable by WMS upon conversion of the Convertible 

Notes is: 

i) consistent with the recent share market prices of eBet Shares (VWAP of $0.09 for the 

two weeks ended 21 September 2009); 

ii) between 58% and 60% higher than the one month VWAP of eBet Shares before the 

announcement of the Distribution Agreement on 6 July 2009;  

• if the Proposed Issue of eBet Shares to WMS is not approved, eBet will not be able to utilise the 

Note Facility and may be required to seek alternative funding sources, such as private placements 

or rights issues. It is our opinion that these type of fund raisings may have a higher dilutionary 

impact on eBet Shareholders as compared with the Proposed Issue of eBet Shares to WMS; 
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• if the Proposed Issue of eBet Shares to WMS is approved, WMS will own approximately 17.8% 

of the enlarged share capital in eBet. WMS will also have the right to appoint one director to the 

board of eBet if WMS holds at least 10% of the issued capital of eBet. Whilst WMS will become 

one of the major shareholders of eBet, in our opinion, the percentage holding of WMS will not 

constitute a controlling interest; and 

• if the Proposed Issue of eBet Shares to WMS is approved, eBet will be able to strengthen its 

strategic and commercial relationship with WMS, which may improve the profile and the market 

position of eBet and create additional growth opportunities for the company. 

9.2.2 Disadvantages 

The likely disadvantages associated with the Proposed Issue of eBet Shares to WMS include: 

• if the Proposed Issue of eBet Shares to WMS is approved and upon conversion of all 

Convertible Notes and exercise of all eBet Options, WMS will hold 17.8% of the enlarged share 

capital of eBet. Accordingly, eBet Shareholders’ existing shareholding will be diluted to 82.2% in 

the enlarged share capital of eBet; 

• if the Proposed Issue of eBet Shares to WMS is approved and upon the conversion of the 

Convertible Notes and the exercise of the eBet Options, WMS will become one of the major 

shareholders of eBet and may be able to influence the strategic decisions of eBet. WMS will also 

have the right to appoint one director to the board of eBet if WMS holds at least 10% of the 

issued capital of eBet; 

• WMS shareholding in eBet upon the conversion of the Convertible Notes and the exercise of the 

eBet Options may limit the ability of eBet to enter into commercial and strategic partnerships 

with other key players in the Australian market and overseas; and 

• whilst the Convertible Note Agreement and the Option Agreement are legally independent of 

the Distribution Agreement, if the Proposed Issue of eBet Shares to WMS is not approved, it 

may affect the strategic alliance relationship with WMS and may diminish future business 

opportunities available to eBet.  

9.2.3 Reasonableness conclusion 

Based on the likely advantages and disadvantages stated above and given that WMS will not gain 

control or increase its control in WMS as a result of implementing the Proposed Issue of eBet 

Shares to WMS, we have concluded that the Proposed Issue of eBet Shares to WMS is reasonable 

to eBet Shareholders. 
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10 Sources of information, disclaimer and consents 

10.1 Sources of information 

In preparing this report, Grant Thornton Corporate Finance has used various sources of 

information, including: 

• Distribution and Services Agreement dated 2 July 2009; 

• Convertible Note Facility Subscription Agreement dated 2 July 2009; 

• Option Agreement dated 2 July 2009; 

• Draft Notice of Annual General Meeting and Information Memorandum; 

• Annual reports for eBet for FY07, FY08 and Appendix 4E for FY09; 

• Financial forecasts prepared by management of eBet; 

• releases and announcements by eBet on ASX; 

• eBet website; 

• IBISWorld Industry Report,  ‘Gaming and Vending Machines Manufacturing in Australia’ dated 

29 July 2009; 

• Reuters; 

• Onesource; 

• Various broker reports; and 

• Other publicly available information. 

 

10.2 Qualifications and independence 

Grant Thornton Corporate Finance holds Australian Financial Service Licence number 247140 

under the Corporations Act, and its authorised representatives are qualified to provide this report. 

Grant Thornton Corporate Finance provides a full range of corporate finance services and has 

advised on numerous takeovers, corporate valuations, acquisitions, and restructures. Prior to 

accepting this engagement, Grant Thornton Corporate Finance considered its independence with 

respect to eBet and all other relevant parties involved in the Proposed Issue of eBet Shares to WMS 

with reference to the ASIC Regulatory Guide 112 “Independence of expert” and APES 110 “Code 

of Ethics for Professional Accountants” issued by the Accounting Professional and Ethical 

Standard Board. We conclude that there are no conflicts of interest with respect to eBet, its 

shareholders and all other relevant parties. 

Grant Thornton Corporate Finance and its related entities do not have at the date of this report, 

and have not had within the previous two years, any shareholding in or other relationship with eBet 

or its associated entities that could reasonably be regarded as capable of affecting its ability to 

provide an unbiased opinion in relation to the Proposed Issue of eBet Shares to WMS. 

Grant Thornton Corporate Finance has no involvement with, or interest in the outcome of the 

Proposed Issue of eBet Shares to WMS, other than the preparation of this report. 

Grant Thornton Corporate Finance will receive a fee based on commercial rates for the preparation 

of this report. This fee is not contingent on the outcome of the Proposed Issue of eBet Shares to 

WMS. Grant Thornton Corporate Finance’s out of pocket expenses in relation to the preparation 
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of the report will be reimbursed. Grant Thornton Corporate Finance will receive no other benefit 

for the preparation of this report. 

10.3 Limitations and reliance on information 

This report and opinion is based on economic, market and other conditions prevailing at the date 

of this report. Such conditions can change significantly over relatively short periods of time. 

Grant Thornton Corporate Finance has prepared this report on the basis of financial and other 

information provided by eBet and publicly available information. Grant Thornton Corporate 

Finance has considered and relied upon this information. Grant Thornton Corporate Finance has 

no reason to believe that any information supplied was false or that any material information has 

been withheld. Grant Thornton Corporate Finance has evaluated the information provided by eBet 

and other experts through inquiry, analysis and review, and nothing has come to our attention to 

indicate the information provided was materially misstated or would not afford reasonable grounds 

upon which to base our report. Nothing in this report should be taken to imply that Grant 

Thornton Corporate Finance has audited any information supplied to us, or has in any way carried 

out an audit on the books of accounts or other records of eBet. 

This report has been prepared to assist the directors of eBet in advising eBet Shareholders in 

relation to the Proposed Issue of eBet Shares to WMS. This report should not be used for any 

other purpose. In particular, it is not intended that this report should be used for any purpose other 

than as an expression of Grant Thornton Corporate Finance’s opinion as to whether the Proposed 

Issue of eBet Shares to WMS is fair and reasonable. 

eBet has indemnified Grant Thornton Corporate Finance, its affiliated companies and their 

respective officers and employees, who may be involved in or in any way associated with the 

performance of services contemplated by our engagement letter, against any and all losses, claims, 

damages and liabilities arising out of or related to the performance of those services whether by 

reason of their negligence or otherwise, excepting gross negligence and wilful misconduct, and 

which arise from reliance on information provided by eBet, which eBet knew or should have 

known to be false and/or reliance on information, which was material information eBet had in its 

possession and which eBet knew or should have known to be material and which eBet did not 

provide to Grant Thornton Corporate Finance. eBet will reimburse any indemnified party for all 

expenses (including without limitation, legal expenses) on a full indemnity basis as they are incurred.  

10.4 Consents 

Grant Thornton Corporate Finance consents to the issuing of this report in the form and context 

in which it is included in the Notice of Meeting and Explanatory Memorandum to be sent to eBet 

Shareholders. Neither the whole nor any part of this report nor any reference thereto may be 

included in or with or attached to any other document, resolution, letter or statement without the 

prior written consent of Grant Thornton Corporate Finance as to the form and content in which it 

appears. 
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Appendix A – Valuation methodologies 

Capitalisation of future maintainable earningsCapitalisation of future maintainable earningsCapitalisation of future maintainable earningsCapitalisation of future maintainable earnings    

The capitalisation of future maintainable earnings multiplied by an appropriate earnings multiple is 

a suitable valuation method for businesses that are expected to trade profitably into the foreseeable 

future. Maintainable earnings are the assessed sustainable profits that can be derived by a 

company’s business, and exclude any abnormal or “one off” profits or losses.  

This approach involves a review of the multiples at which shares in listed companies in the same 

industry sector trade on the share market. These multiples give an indication of the price payable 

by portfolio investors for the acquisition of a parcel shareholding in the company.  

Discounting projected cash flowsDiscounting projected cash flowsDiscounting projected cash flowsDiscounting projected cash flows    

An analysis of the net present value of projected cash flows or DCF is a valuation technique based 

on the premise that the value of the business is the present value of its future cash flows. This 

technique is particularly suited to a business with a finite life. In applying this method, the expected 

level of future cash flows are discounted by an appropriate discount rate based on the weighted 

average cost of capital. The cost of equity capital, being a component of the WACC, is estimated 

using the Capital Asset Pricing Model. 

Predicting future cash flows is a complex exercise requiring assumptions as to the future direction 

of the company, growth rates, operating and capital expenditure and numerous other factors. An 

application of this method generally requires cash flow forecasts for a minimum of five years.  

Net asset backing / Orderly realisation of assets Net asset backing / Orderly realisation of assets Net asset backing / Orderly realisation of assets Net asset backing / Orderly realisation of assets     

The amount that would be distributed to shareholders on an orderly realisation of assets is based 

on the assumption that a company is liquidated with the funds realised from the sale of its assets, 

after payment of all liabilities, including realisation costs and taxation charges that arise, being 

distributed to shareholders.  

Market value of lMarket value of lMarket value of lMarket value of listed securitiesisted securitiesisted securitiesisted securities    

Market value is the price per issued share as quoted on the ASX or other recognised securities 

exchange. The share market price would, prima facie, constitute the market value of the shares of a 

publicly traded company, although such market price usually reflects the price paid for a minority 

holding or small parcel of shares, and does not reflect the market value offering control to the 

acquirer.  

Comparable market transactionsComparable market transactionsComparable market transactionsComparable market transactions    

The comparable transactions method is the value of similar assets established through comparative 

transactions to which is added the realisable value of surplus assets. The comparable transactions 

method uses similar or comparative transactions to establish a value for the current transaction. 
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Comparable transactions methodology involves applying multiples extracted from the market 

transaction price of similar assets to the equivalent assets and earnings of the company.  

The risk attached to this valuation methodology is that in many cases, the relevant transactions 

contain features that are unique to that transaction and it is often difficult to establish sufficient 

detail of all the material factors that contributed to the transaction price. 
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Appendix B – Cost of equity 

Risk free rate 

We have adopted the risk free rate of 5.28%, which is primarily based on the 10-year Australian 

Commonwealth Government Bond as at 21 September 2009. 

Market risk premium 

The market risk premium represents the additional return an investor expects to receive to 

compensate for additional risk associated with investing in equities, as opposed to assets on which 

a risk free rate of return is earned.  

Empirical studies of the historical risk premium in Australia over periods of up to 100 years 

suggest the premium is between 6% and 8%. For the purpose of the valuation, Grant Thornton 

Corporate Finance has adopted a market risk premium of 6%. 

Beta 

Summarised below are the equity betas of the comparable companies: 

 

Source: Reuters  

The selection of a beta factor requires a high degree of professional judgement, particularly in 

circumstances in which the betas for the comparable companies vary widely. For the purposes of 

this report, Grant Thornton Corporate Finance has adopted an equity beta (βe) in the range of 1.4 

to 1.5 to calculate the WACC. 

Company Country Market Cap Equity Beta Debt/Equity Asse t beta Regeared 

$' million Ratio equity beta

Aristocrat Leisure Limited AU 2,448              1.15                5% 1.11                1.30                

Ainsworth Game Technology Limited AU 36                   0.81                146% 0.40                0.47                

Odyssey Gaming Limited AU 1                     (1.18)               72% (0.79)               (0.91)               

WMS Industries Inc. US 2,185 1.86                0% 1.86                2.16                

Bally Technologies Inc US 2,078 2.00                5% 1.94                2.25                

Scientific Games Corp. US 1,484 1.97                76% 1.32                1.53                

International Game Technology US 6,468 1.79                34% 1.47                1.70                

Shuffle Master, Inc. US 478 1.62                20% 1.44                1.67                

Average 1.60                23% 1.36                1.58                

Median 1.79                12% 1.44                1.67                
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Cost of equity 

For the purpose of the valuation, Grant Thornton Corporate Finance has adopted the nominal, 

post tax cost of equity as set out in the table below: 

  

Source: Calculations 

WACC Calculation Low High

Cost of equity

Risk free rate 5.3% 5.3%

Beta 1.4 1.5

Market risk premium 6.0% 6.0%

Cost of equity 13.7% 14.3%
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Appendix C – Description of comparable companies 

Company Description 

Aristocrat Leisure Limited Aristocrat Leisure Limited is an Australia-based company. The Company 
is engaged in the design, development, manufacture and marketing of 
gaming machines, software, systems, and other related equipment and 
services. The Company is a global provider of gaming solutions. Its 
products and services include games, systems, multi-station gaming and 
technology services. 

Ainsworth Game 
Technology Limited 

Ainsworth Game Technology Limited is the manufacturer and supplier 
of gaming products and services in Australia. It also markets games under 
several brand names, such as Ambassador and Celebrity. In addition, the 
company provides a range of after sales support services that include the 
maintenance and repair of poker machines. 

Odyssey Gaming Limited Odyssey Gaming Limited is an Australia-based company. The Company 
is principally engaged in the provision of gaming machine monitoring and 
maintenance services in Queensland. It operates in two business 
segments: monitoring and maintenance. Monitoring segment is the 
primary segment in terms of regulatory control although not the primary 
source of revenue. 

WMS Industries Inc. WMS Industries Inc. (WMS) designs, manufactures and distributes 
gaming machines and video lottery terminals (VLTs) for customers in 
gaming jurisdictions worldwide. The Company's products include video 
gaming machines, mechanical reel gaming machines and VLTs. Its 
gaming products feature advanced graphics, digital sound and engaging 
games, and most games incorporate secondary bonus rounds. 

Bally Technologies Inc Bally Technologies, Inc. is a gaming company that designs, manufactures, 
distributes and operates gaming devices and computerized monitoring 
and accounting and player-tracking systems for gaming devices. The 
Company operates in two business units: the Bally Gaming Equipment 
and Systems and the Rainbow Casino. 

Scientific Games Corp. Scientific Games Corporation (Scientific Games) is supplier of 
technology-based products, systems and services to gaming markets 
worldwide. The Company operates through three business segments: 
Printed Products Group, Lottery Systems Group and Diversified Gaming 
Group 

International Game 
Technology 

International Game Technology (IGT) is a global gaming company 
specializing in the design, manufacture, and marketing of electronic 
gaming equipment and network systems, as well as licensing and services. 
The Company maintains an array of entertainment-inspired gaming 
product lines. In addition to its United States production facilities in 
Nevada, it manufactures gaming 

Shuffle Master, Inc. Shuffle Master, Inc. is engaged in developing, manufacturing and 
marketing technology and entertainment-based products for the gaming 
industry for placement on the casino floor. The Company manufactures 
its products at its manufacturing facility in Las Vegas, Nevada, as well as 
at Milperra, New South Wales, Australia. 
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Appendix D – Glossary 

AGM Annual General Meeting 

APES Australian Professional and Ethical Standard Board 

Aristocrat Aristocrat Leisure Limited 

ASIC Australian Securities and Investments Commission 

ASX Australian Securities Exchange 

Binomial Model Cox-Ross-Rubenstein Binomial Model 

Black-Scholes Model Black-Scholes Option Valuation Model 

Bounty Bounty Limited 

CAPM Capital Asset Pricing Model 

Company eBet Limited 

Convertible Note 
Agreement 

Convertible Note Facility Subscription Agreement 

Convertible Notes Redeemable convertible notes of $25.00 per note 

Corporations Act Corporations Act 2001 

DCF Discounted cash flow 

Distribution Agreement Distribution and Services Agreement 

eBet Options Options issued by eBet 

eBet eBet Limited 

eBet Shareholders Shareholders of eBet 

eBet Shares Ordinary shares in eBet 

EBR Outstanding convertible notes 

FSG Financial Services Guide 

FY Financial year  

Grant Thornton 
Corporate Finance 

Grant Thornton Corporate Finance Pty Ltd 

Note Facility Loan facility proposed to be provided by WMS 

Other Options Outstanding options of eBet 

Option Agreement The Option Agreement 

RG 74 ASIC Regulatory Statement 74 “Acquisitions agreed to by shareholders” 

RG 111 ASIC Regulatory Statement 111 “Content of expert reports” 

RG 112 ASIC Regulatory Statement 112  “Independence of Expert’s Report” 

VWAP Volume Weighted Average Price 
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WACC Weighted Average Cost of Capital 

WMS WMS Gaming Inc 

WMS Industries WMS Industries Inc 
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