Qaths Act 1867

Statutory Declaration

QUEENSLAND
TOWIT

|, Raphaele Nicaud, of ||| N | NNNENGEGEGEGEGEGEE. i thc State of Queensland do
solemnly and sincerely declare as follows.

1.

| am employed by Mercer (Australia) Pty Ltd (Mercer) as a Principal in the
Talent arm of Mercer’s business.

Mercer was formerly known as Mercer Human Resource Consulting Pty Ltd
(MHRC).

| provide this declaration in response to the Requirement to Produce
Documents and Provide Written Statement dated 18 July 2013 (Request),
served on Mercer by the Queensland Racing Commission of Inquiry.

. I make this declaration from my own knowledge and after having reviewed the

documents annexed to this declaration (Relevant Documents).

. I summarise my knowledge of the matters listed in the Schedule of the

Request as follows.

. Mercer or one of its subsidiaries, Mercer Consulting {(Australia) Pty Ltd

(MCAPL), has provided consulting services to a number of the “Relevant
Entities” as defined in the Request.

Queensland Thoroughbred Racing Limited

7.

in or around July 2005, Hunt & Hunt Lawyers engaged MHRC to review the
appropriate remuneration levels for directors of Queensland Thoroughbred
‘Racing.

On or around 12 July 2005 MHRC sent Hunt & Hunt Lawyers a proposal
regarding the review. A copy of this proposal is annexed to this declaration
and marked “A”".

. On or around 4 August 2005, MHRC sent a report of the findings of the review

for the Queensland Thoroughbred Racing Board to Hunt & Hunt. A copy of
this report is annexed to this declaration and marked “B".

Queensland Harness Racing Limited

10. In or around July 2007, Queensland Harness Racing engaged MHRC to

review the appropriate remuneration levels for the directors of Queensland
Harness Racing.



11. On or around 17 July 2007, MHRC provided a proposal to carry out the
review. A copy of this proposal is annexed to this declaration and marked
HCI!-

12. On or around 24 July 2007, MHRC provided a draft report of the findings of

the review. A copy of this report is annexed tfo this declaration and marked
ﬂDﬁ!.

13. To the best of my knowledge, no report was issued in final form to
Queensland Harness Racing.

Queensland Racing Limited
2008 Non-executive director remuneration

14. In or around September 2008, Queensland Racing Limited (QLD Racing)
engaged Mercer to review the appropriate remuneration levels for non-
executive directors of Queensland Racing.

15. On or around 28 August 2008, Mercer sent a proposal to QLD Racing io

carry out the review. A copy of this proposal is annexed to this declaration
and marked “E”

16. On or around 25 September 2008, Mercer provided a report of the findings of
the review to QLD Racing. A copy of this report is annexed to this
declaration and marked “F”.

Motor vehicle costing advice

17. In or around October 2008, QLD Racing engaged Mercer o provide advice
in relation to the value of motor vehicles for salary packaging purposes.

18. The searches conducted of Mercer's records for the purposes of responding
o the Request have not revealed a copy an initial proposal or cost estimate
in relation to this engagement.

19. On or about 27 October 2008 Mercer provided a draft report of its advice in
- relation to the motor vehicle costing. A copy of this report is annexed o this
declaration and marked “G”

20. To the best of my knowledge, no report was issued in final form to QLD
Racing for this engagement.

2009 Board remuneration

21. In or around August 2009, QLD Racing engaged Mercer to provide updated
remuneration advice to QLD Racing following from the review carried out in
September 2008 (referred to in paragraphs 14 to 16 above).

22. On or around 23 July 2008, my colleague Michael Smith, emailed QLD
Racing and provided a fee estimate for the updated advice. Shara Murray of
QLD Racing accepted this estimate by email dated 24 July 2010. A copy of
the email chain setting out the exchange between Mr Smith and Ms Murray
is annexed to this declaration and marked “H".



23. On or around 7 August 2008, Mercer provided a report of the findings of the
updated review to QLD Racing. A copy of this report is annexed to this
declaration and marked “I”.

Racing Queensland Limited

24, In or around April 2013, Racing Queensland engaged MCAPL to provide
remuneration advice for the position of Chief Executive Officer of Racing
Queensland.

25. On or around 26 Aprit 2013, MCAPL sent a statement of work to Racing
Queensland summarising the scope of services to be carried out by MCAPL
in relation to the advice. A copy of this statement of work is annexed to this
declaration and marked “J".

26. Also on or around 26 April 2013, MCAPL sent an engagement letter to
Racing Queensland, which set out the terms governing the provision of
services by MCAPL in relation to the remuneration advice. A copy of this
letter is annexed to this declaration and marked “K".

27. On or around 9 May 2013, Mercer provided a report, which set out its advice
to Racing Queensland. A copy of this report is annexed to this declaration
and marked “L".

28. To the best of my knowledge, the engagements set out above are all those in
which Mercer, MHRC or MCAPL provided services to the Relevant Entities.

And I make this sclemn declaration conscientiously believing the same 1o be frue,
and by virtue of the provisions of the Oaths Act 1867.

Raphaele Nicaud
Declarer

Taken and declared before me at Brisbane this \g day of August 2013, before me,

\\UQ
Name of witness: \rvlromwl Patricl Hammcjﬁ’?

Qualification: ﬂe(\\}'—\’w{’ﬂ( Pﬂdn@lo v
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Curran, Miranda
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R —
From: Curran, Miranda
Sent: Tuesday, 12 July 2005 1:38 PM *
To: 'david.grace@hunt-hunt.com.au’
Subject: Confidential to Mr Grace
Importance: High
Sensitivity: Confidential

Private & Confidential
Dear Mr Grace,
Please find atiached proposal from Chris Leck regarding a review of Director Fees.

Please do not hesitate to contact us on the number listed below, should you encounter any difficulties accessing this
attachment.

Regards,
Miranda Curran

:
» éte_hunt&hunt_revﬁ
ew_director_...

Miranda Curran

Mercer Human Resource Consulting
Leve! 20, 123 Eagle Strest

Brisbane Queensland 4000
Australia

phone +61 7 3234 4814
fax +61 7 3234 4850

mailio:miranda.curranf@mercer.com
www.mercetHR.com
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MERCER

. Mercer Human Resource Gonsulling Py Lid
Human Resource Consulting

ABN 32005 315 937
123 Eagle Street Brisbane Qld 4000
PO Box 10244 Adelaide St Brisbane Qid 4000

07 3234 4948 Fax 07 3234 4850
chrisleck@mercer.com

www.mercerHR.com.au

Private & Confidential
12 July 2005

Mr D Grace

Partner

Hunt and Hunt

by email: david.grace@hunt-hunt.com.au

Subject:
Proposal to Review Birector Fees - Queensland Racing

Dear David

As requested, Mercer Human Resource Consulting (Mercer) is pleased to provide this proposal to
outline how we can assist by providing professional independent advice on the appropriate
remuneration levels for the five Directors, including the Chairman and Vice Chairman, of the
Queensland Thoroughbred Racing Board.

Your Requirements and Background

We understand you are seeking advice in the following Board roles:
2 Chairman

»  Deputy Chairman

= Director

inclusive of the work associated with the full operations of the Board and its key committees — the
Human Resource Remuneration Committee (HRRC) and the Audit Commitice.

The report we provide would include details of fees and allowances paid to these roles in the wider

external market, as well as commentary on appropriate market practice with regard to Board fee
structures, terms and conditions of appointment and corporate governance.

MMC  Marsh & McLennan Companles
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Approach

We appreciate from your instructions that the status of the organisation as a statutory body under the
Racing Act 2002 may become that of a company united by gnarantee under the Corporations Act
2001, and that the new body will have both commercial and regulatory functions. It is imperative
that the professional advice of Mercer is seen to be completely independent and ‘arms-length’,
therefore our report will be addressed to you, at Hunt and Hunt.

Notwithstanding the complex background explained in your brief, Mercer applies a simple three step
process to advising Boards on matters of Director reward structures. These steps are defined in the
following graphic:

= confirm business »  match Direcfor duties « NED reward
model, company to the market and structures
size, diversity and comparable Boards

= appropriate market

functions in other jurisdictions palicy reference
» understand Board = compare reward points
Structure Ievels_ for similgr *  comment oh “best
» understand Director roles in Australia practice” NED
time commitments reward structures
and functions and corporate

governance

We would need to be able to discuss the roles and time commitments for the positions, and expect
this could be efficiently handled through meetings with the Chairman, the Deputy Chairman, and
perhaps other Directors. Prior to such meetings, we will study carefully the background papers
provided already. If we need anything further prior to the foreshadowed meetings, we will liaise
through you.

jAghobalickent fokers\agld ighbrod racing b i Kiproposahcle_humiEhunt_taview_diracior_faes_05G712.doc
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The outcomes resulting from this project would be:

= an independent assessment of the Director fees paid by comparable benchmark organisations in
the Australian market

= an understanding of current Australian practice in structuring Board remuneration

= recommended fee ranges for the remuneration of Directors of the Queensland Thoroughbred
Racing Board.

Timing and Fees

Our consulting services are charged on a time-cost basis. Based on experience with similar projects,
we anticipate that our professional fees for this assignment will be between $8,000 and $9,000. We
will treat this as a maximum (subject to revision in the event of the scope of the project changing)
and will pass any efficiencies in completing the project on to the client.

An administration fee of 5% of our professional fees will be invoiced to cover telephone costs,
courier, local travel costs and secretarial services. The above fees exclude GST, which will be
invoiced at the statutory rate.

We would expect to be able to complete this assignment within two to three weeks of receiving
approval to proceed, subject to the availability of the Chairman, the Deputy and perhaps other
Directors. Mercer is available to commence work from Thursday 14™ July onwards.

Resources

We plan to allocate the following staff to this assignment, as required:
*  Chris Leck, Principal Consultant - Project Manager and lead Consultant. In this capacity, Chris

will lead the assignment and play a major role in the initial discussions and also in the reporting
phase.

= Rebecca Grace, Research Consultant — Project team member. Rebecca will assist in the data

gathering and reporting phases, and will undertake all necessary background research under
guidance from Chris.

Consultant resumes are included in Attachment 1.

gl th iphbied rading beard\2005%consullng workipreposaliclo_hunthhiunt roviow diretior fens 050712.doc
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Experience of Mercer

Mercer is a leading human resources consulting company, providing specialised services and
information for a wide range of organisations in Australia and New Zealand. We are part of Mercer

Human Resource Consulting, the largest employee benefits, human resources and remuneration
consultancy in the world.

The depth and breadth of our resources and experience enable us to apply specialised expertise in the
areas of strategic human resources management.

This includes consulting services in:

* governance and executive reward

»  classification and reward systems

® human resource strategy and development

= learning programs in classification, remuneration and performance management
= information services covering human resources, remuneration and governance.

Our clients include large companies, major government departments, government owned enterprises,
and not-for-profit organisations. Mercer has been advising Australian organisations on human
resource management and remuneration practice for nearly 30 years.

In the last financial year we have completed more than forty (40) assignments of a similar nature to
the proposed consultancy in all States of Australia, across all industry groups and embracing listed
companies, private companies, not-for-profit Boards, and various Government Owned Corporations
{GOCs) and Statutory bodies in the Commonwealth and all State/Territory jurisdictions.

Locally, we provide access to the largest remuneration and HR practice database in Australasia, with
current information on around 150,000 individuals in over 200 positions from several thousand
organisations. Globally, we provide access to the world’s strongest database through our network of
Mercer offices in more than 125 cities in 34 countries and territories.

We have also developed a proprietary specialist database (Board and Executive Remuneration
Database) which we will utilise for the current siudy, as well as supplementing this with any relevant
disclosure data not already contained in our BERD database.

jglovahicEeal folders\ngld ghbred racing b Kpropozsahce_hunlEhunl_raviaw_diroclor_fees_05071Z.dos
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Mercer is also committed to maintaining the highest standards of professional quality as indicated by
our certification (since 1997) under ISO 9001, (QAS certificate 10055).

We trust this proposal meets your needs. Please do not hesitate to contact me should you have any
questions or require anything further. If you wish fo proceed, please advise me in writing of your
acceptance of this proposal (email to chris.leck@mercer.com).

Yours sincerely,

A b

Chris Leck
Principal

Attachment 1. Consultant Resumés

& Mercer Human Resource Consulting Ply Lid ACN 008 315 817 (Mercer)

This document has been prepared solely for the client to whom it is addressed, for its internal use for the purpose skated in this document.
if conlains coniidential and proprietary information of Mercer and is nof fo be distributed more widely without the prior permission of
Mercer. Mercer and its employees do not accepl responsibility to any third party for anything in or avising out of the maferial and
information herein, and it is not inlended that any third parly should rely on such maleriz!

raging board\ad Kproposahcio_hum&hint_raview_giracior_{ros_050712.doc
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Hunt and Hunt Aftachment 1

Chris Leck
Principal Consultant

Qualifications
= BA (Hons)
» MA (Applied Psych.)

Career Background

Prior to joining Mercer Human Resource Consulting in 1984, Chris was a clinical psychologist, staff
development officer and personnel policy analyst.

Overview

Chris is a Principal Consultant, and has been with the fum for 20 years. He was the foundation
Manager for Mercer's Queensland Practice in 1989. Chris has considerable experience in both the
public and private sectors, as well as many charitable and not-for-profit organisations. His
consulting work has focussed on a broad range of remuneration and human resource management
activities including:

s the development of remuneration strategies and policies for organisations

= advising on Director and Executive reward

» design and implementation of incentive plans

= the conduct of strategic and organisational reviews

= conception and implementation of transitional and change management strategies

= the development of performance management programs taking account of individual, team and
organisational measures.

Many assignments in the above areas have required the establishment of effective working relations
with senior executive teams, staff associations, and unions, in a genuine partnership model of
organisation development.

Chris was the main architect of Mercer’s quality certification system, and as a Principal Consultant
with the firm has played a leading role in the development and mentoring of junior professional staff.

Chris is one of the firm’s foremost experts in the field of classification and reward advice, and has
provided expert witness testimony to the Industrial Relations Commission and the Supreme Court in
Queensland, as well as the Industrial Court in New Zealand. Chris is the account manager for a
number of private sector and GOC organisations in Queensland and other States in the
gaming/wagering sector, the finance sector, as well as the energy/infrastructure sectors.

iMgisbal\chont folkders\qiald thoroughbred rmcing board 200 consuling workipropasalice_hunshunt_raview_disclor_fees 050712.doc



MERCER

Human Resource Consuliing

Page 7

12 July 2005

Mr D Grace

Hunt and Hunt Attachment 1

Rebecca Grace
Research Analyst

‘/"".

Qualifications
= Bachelor of Business — Human Resource Management (with Distinction)

Career Background

¥  Human Resource Management
*  Employee Relations

Overview

Rebecca joined Mercer’s Brisbane office in October 2004, having previously worked as a HR
Analyst and HR Generalist. Her experience encompasses recruitment and selection, job analysis and
industrial relations and includes the development of HR systems and processes, policy development
and financial modelling. Rebecca has extensive experience in data analysis and interpretation.

As a Research Consultant, Rebecca works closely with our team of consultants across a diverse
range of client projects, providing support in the following:

= preparation, conduct and analysis of surveys across a range of HR practices and issues

= research and documentation of HR Policies

= job analysis research and documentation

= remuneration research, benchmarking and analysis

= modelling classification and pay structures.

Since joining Mercer, Rebecca has been involved in research across a variety of sectors and HR
issues. Rebecca has worked with clients from the private and public sectors, including projects in the
Education Sector, for both state education and independent schools. Recent projects have involved
job analysis and evaluation, classification review, remuneration research and benchmarking, and
reward sirategy.

q'qld heioug] ragng g workiprop |_enviev_director_feos 050712.4doc
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Mercer Human Resource Consulting Pty Lt

Human Resource Consulting ABN 32 005 315 917
123 Eagle Street Brisbane Qld 4000 t g

PC Box 10244 Adelaide St Brishane Qid 4000 -
07 3234 4819 Fax 07 3234 4850
rebecca.grace@mercer.com
www.mercerHR.com.au

4 August 2005

Mr D Grace

Partner

Hunt and Hunt

by email: david grace@hunt-hunt.com.au

Private & Confidential

Subject:
Board Remuneration Report - QGueensliand Racing

Dear David

Thank you for seeking the assistance of Mercer Human Resource Consulting (Mercer) to provide
advice on appropriate remuneration levels for the five Non-Executive Directors, including Chairman
and Deputy Chairman, of the Queensland Thoroughbred Racing Board (the Board).

Methodology

In providing information, the Consultants have:

¥ reviewed available information on the organisation and the Board, including annual reports,
organisation charts and Board agenda papers (QTRB and the ARB}

s conducted discussions with the Chairman of the Board, Mr Bob Bentley, to confirm
organisational functions, understand the Board structure and Director time commitments and
fanctions

» accessed Mercer’s database of information, and supplemented data with research where required,
on Board remuneration in Australian companies, specifically:
- private companies, with a revenue of between $50m and $250m
- Government Owned Corporations (GOCs), with a revenue of between $50m and $500m
— organisations in the racing industry

»  developed recommendations and compiled this report.

Indicative Market Data

Tables 1 to 3 provide data from the private sector marketplace (public companies), drawn from
Mercer’s databases as at July 2005. Mercer’s database is based on fees declared in company annual
reports. Our comparisons have been drawn from a sub-sampling of the database for organisations
with revenue in the range $50m to $250m.

MAC Marsh & Mclennan Companies
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Table 1: Board Chair Remuneration (Revenue $50-$250m)

Base Fees Super Other Fees  Total Fees
00 SAD | 2200 6500
8,100 87,200
0 A0,000. 0 115,500
19,200 98,200
s e

(! Median
Average
R e

Table 2: Board Deputy Chair Remuneration (Revenue $50-$250m)

Base Fees Super Other Fees Total Fees
Median 5,400 13,200 65,900
Q3 688007 7400 i 76,600
Average 61,500 12,400 8,600 75,100

i

Table 3: Board Non-Executive Director Remuneration {Revenue $50-$250my}

(A_,--'i Base Fees Super
Q1. . 3380 2600
Median
oz 50000
Average

Other Fees Total Fees
000 aia00
45,600
49,700

1t should be noted that the superannuation figures provided in Tables 1 to 3 do not include the value
of any cash retirement benefit, but do include Superannuation Guarantee Contributions (which have
been 9% for several years). Total fee levels are inclusive ofbase fees, committee fees (if any) and
superannuation. In this analysis we have not attempted to take into account relative time
commitments required of Directors, but we note that the commercial market data is based on
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commitments by the Chair in the order of 40 days per annum, and ~30 days per annum for Non-
Executive Directors.

Tables 4 to 6 provide data from Government Owned Corporations (GOCs), based on fees declared in
o company annual reports. GOCs in Queensland and Australia with revenue in the range $50m to
( ! $500m have been identified and researched by Mercer. These limits have the effect of enabling a

large enough sample to be constructed, whilst at the same time excluding major GOC organisations
such as Energex or Queensland Rail and comparable GOCs in other States.

Table 4: Board Chair Remuneration {Revenue $50-3500m)

Total Fees Total Fees
QLD GOC AUST GOC

QL. 4000 41815

Median 50,000 56,375
Average 54,305 62,543

Al e iR

Table 5: Board Deputy Chair Remuneration (Revenue $50-$500m)

( \ Total Fees  Total Fees
et QLD GOC AUST GOC

Qe

Median 40,500 50,000
a3 nfalhol o nla

Average nfa n/a
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Table 6: Board Non-Executive Director Remuneration (Revenue $50-$500m)

Total Fees Total Fees
QLD GOC AUST GOC

Qloo 18,620 19,62
Median 23,000 24647
Average 23,306 27,034
no e

As can be seen, Governments in Australia have typically positioned the Board fees of GOCs
noticeably below the fee levels provided in the private sector for organisations of comparable size
and scope. The level of discount varies depending on factors such as the level of competition in the
GOC’s market or industry sector, and the extent of market regulation. For corporations that are
critical to Government and which operate in a fully competitive market, (such as finance sector
GOCs like QTC and QIC in Queensland and similar GOCs in other jurisdictions), the discount has
been generally around 20%, or a fee level of 80% of the median commercial rate. For those GOCs in
less competitive markets {eg. monopolies), the discount can extend to as much as 50%.

Of final note are the fee levels that apply within the few similar bodies elsewhere. The Chairs of
similar bodies received fees in the broad range of ~§50,000 to ~$115,000, with directors being
anywhere from $20,000 up to $60,000.

Other factors that may influence target remuneration positioning for Directors include:

* business strategy (e.g. substantial growth plans)

= Board workload relative to comparable organisations, which also takes into account the number
of directors

= the responsibilities of directors of government organisations vis-a-viz the responsibilities of
directors under Corporations law (Mercer finds increasingly that there is little or no difference)

» the complexity and scope of the business relative to comparable organisations

» the organisation’s ability to attract suitably qualified Non-Executive Directors (and, in particular,
any requirement to attract highly experienced private sector directors)
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= the need for the Board to have several key sub-committees, which may substantially increase the
workload of members of these sub-committees, particularly the Non-Executive Directors who
Chair such sub-committees

=  whether any of the directors or the Chair are required to be members of national industry-wide
coordinating/controlling Committees or bodies

* internal relativities for the roles of Directors, Deputy Chairman and Chairman, (considering both
historic and workload factors).

Recommendations

Bearing in mind the market information on directors’ fees reported above, and the additional
considerations outlined in the previous paragraphs, Mercer advance the following recommendations
for Directors fees for the Board, inclusive of superannuation, Unless otherwise stated, such fees
would be all-inclusive of duties associated with any Board sub-committees, but would not include
reimbursement of travel or accommodation expenses that Board members might incur in attending

meetings or travelling to other locations either in Queensland or other States to discharge their
official duties.

Chairman; $75.000 to $80,000;
Deputy Chair: $50,000 to $55,000;
Director: $40,000 to $45,000

In developing the above fee ranges, Mercer notes that the Chairman spends at least 2 days but often 3
days per week on QTRB business, representing around 120 days per year. This is three times the
workload on average of Chairman of comparably-sized public companies. As the organisation does
not (and will not) have a CEO, Mercer believes that in many respects the Chairman is also of
necessity playing partly an executive/managerial function within this extensive time commitment.
The fee range recommended for the Chairman is nevertheless still less than the median of the private
sector, is slightly higher than the upper quartile of GOCs across Australia, and is in the middle of the
fee range that applies to industry-specific bodies.

As the time commitments of the other Directors are closer to general industry norms, there is no need
to recommend any additional premium other than adopting a fair market-based fee range, whilst also
preserving fair internal relativities, as in the end, all Directors bear the same collective responsibility.
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Mercer’s fee range for Directors is around 55% of the Chairman’s range, whilst the Deputy’s range is
around 67%. These relativities are entirely consistent with market practice elsewhere.

In addition, Mercer notes that one of the Directors will be the Queensland nominee on the Australian
Racing Board. Mercer believes that the work associated with this directorship is not only vital for
effective governance and coordination of the industry at a national level, but represents a further
workload which is completely in addition to the time spent on QTRB business. Although this role is
currently filled by the Chairman, other Directors could be Queensiand’s nominee in future, so Mercer
has therefore put a separate remuneration value on this unique and special role in the range of
$17,000 to $20,000. In keeping with good practice, should the ARB change its functions so that a

significant change in workload and responsibility is required, this fee range will need to be adjusted
accordingly.

Finally we note that fee levels generally are subject to market and intermal pressures for change, and
need to be reviewed annually, or at the outside, every two years.

Yours Sincerely

Chris Leck,
Principal Consultant

@ Mercer Human Resouwrce Consuldting Pty Lid ACN 005 315 817 {Mercer])

This document has been prepared salely for the client to whom it is addressed, for its flernal use for the purpose siafed in s document.
It confans confidential and proprietary information of Mercer and s not fo be distributed mare widely without the prior parmission of
Mercer. Mercer and its employees do not accept responsiulity to any third parly for anyihing in or arising oui of the material and
information herein, and it is not intended that any third party should rely on such maleriaf

JAgke f 0 d racing boar\2005\conswiing varkiettertrgr_qirb_board 1em 050721 doc
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M E R C E R Mercer Human Resource Consulting Pty Ltd

Human Resource Consulting ABN 32 005 315 917

Darling Park 3, 201 Sussex Street
Sydney NSW 2000
GPO Box 9864 Sydney NSW 2001

(2 8864 6998 Fax 02 8915 1526
Shal.ganu@mercer.com

www.mercerHR.com.au

17 July 2007

Ms. Tracey Harris
Manager Finance and Administration
Queensland Harness Racing Board

Sent via E-Mail: tharris@gqld.harness.org.au

Subject:

Proposal: Indicative Director Fees

Dear Tracey

Further to our discussions, Mercer Human Resource Consulting Pty Ltd (Mercer) is pleased to
provide Queensland Harness Racing Board (Qld Harness Racing) with a proposal for providing
indicative remuneration levels for its Non-Executive Director positions. This document confirms the
scope of the work and the terms of the engagement.

Our understanding of your needs
From our discussions, we understand your situation and objectives as follows:

= Qld Hamness Racing requires indicative remuneration data for the following Director roles:

— Chairman
—  Deputy Chairman
— Non Executive Director (NED)

Scope of services
Mercer Human Resource Consulting Pty Ltd (“Mercer™) will provide the following services:

= Review of Non-Executive Directors remuneration. The review will include providing indicative
remuneration data for comparable non-executive positions (Chair, Deputy Chair, and NEDs)
within the market.

Marsh & McLennan Companias
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Queensland Harness Racing Board

Methodology and Data Sources

To conduct this review, Mercer proposes sourcing appropriate remuneration data from among the
following Data sources:

= Similar sized ASX listed companies: We will source appropriate remuneration data from
Mercer’s 2007 Board & Executive Remuneration Disclosure (BERD) Database. BERD contains
disclosed remuneration data from published annual reports and is a valuable indicator of
remuneration levels and practices within similar sized listed Australian organisations. As an
indicator of size, we will source data from companies with similar annual revenue as Qld Harness
Racing (i.e. companies within 50 to 200% of Qld Harness Racing’s annual revenue of $20m)

= Subscription Surveys: To supplement disclosed data captured in BERD, Mercer subscribes to
niche Board remuneration surveys. For this assignment we propose referencing the 2006
PRO:NED’s Non-Executive Directors’ Remuneration Survey.

Staffing

Shai Ganu and Alex Cass will be responsible for ensuring the services are completed to a high
standard, with all work peer-reviewed in accordance with Mercer’s Peer Review Policy.

Timeframe

We will begin our work on 18™ July 2007 or on your acceptance of this proposal (whichever later).
Assuming no unforeseen circumstances will endeavour to complete the review within 3 working
days from the project start date (i.c. by Monday, 23 July 2007 assuming 18" July project start).

Fees and expenses

Based on the scope of work outlined above, Mercer estimates that the consulting fees for this review
will be $4,500.

In addition to consulting fees, Mercer charges a 5% administration fee to cover secretarial support,
telephone calls, photocopying, faxing, taxis and couriers etc. 10% GST is also applicable.

Please note that Mercer charges on a time cost basis. Actual fees would be based on actual time
incurred, and we will not charge for the time originally estimated but not spent on the assignment.
Also, we will not charge any additional fees without your prior approval. If the scope of services or
staffing requirements changes, then the professional fees will be adjusted in advance by mutual
agreement.
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Queensland Hamess Racing Board

Tracey, [ hope that this proposal accurately captures your requirements. I would be pleased to discuss
any modifications you consider appropriate.

Please feel free to call me on (02) 8864 6998, if you have any questions or require further
information.

We look forward to working with you on this project.

Yours Sincerely,

Fas
e

[
%Y/

f/‘
;

\

Shai Ganu
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24 July 2007 DRAFT

Tracey Harris

Manager Finance and Administration
Queensland Harness Racing Board

3 Amy Street

Albion Park QLD 4010

E-Mail: tharris@qld.harness.org.au

Subject:
Indicative Non-Executive Director Fees

Dear Tracey

Mercer Human Resource Consulting (Mercer) is pleased to provide the Queensland Harness
Racing Board (QLD Harness Racing) with indicative market remuneration for the following
non-executive director positions:

#  Chairman
= Deputy Chairman
s Non-Executive Director (NED)

Our Approach
In sourcing the market remuneration data, Mercer has used the following sources:

= Mercer’s Board & Executive Remuneration Database (BERD)

BERD contains disclosed remuneration data from published annual reports. As an indicator
of similar sized organisations, we have sourced data from companies with similar annual
revenue as QLD Hamess Racing (i.e. companies within 50 to 200% of QLD Harness
Racing’s annual revenue of $20 million).

= Survey data

To supplement disclosed data captured in BERD, Mercer has referenced market data from
the 2006 PRO;NED’s Non-Executive Directors’ Remuneration Survey based on not for
profit organisations, and public companies with revenue between $16 -$50 million.

m: Marsh & McLennan Companies
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Tracey Harris

Queensland Harness Racing Board DRAFT

The following tables provide Chairman, Deputy Chairman and Non-Executive Director market
remuneration data in terms of?

— Base Fees: Annual salary excluding allowances or additional payments
— Superannuation: Compulsory 9% superannuation contribution
- Total Fees: Sum of Base Fees and Superannuation

Market data has been provided for the 25", 50™ and 75 percentiles, and for the average of the
sample.

= 25Me4ile: is the point at which 25% of the market pay below and 75% pay above the
market

» 50th%ile (median): is the point at which half of the market pay below and half pay above
the market

= 75th%ile: is the point at which 75% of the market pay below and 25% pay above the
market

All market remuneration has been forecast to July 2007.

Please note that PRO:NED only discloses Base Fees. Superannuation data provided is an
estimate of 9% of Base Fees and Total Fees represents the sum of Base Fees and
Superannuation. As superannuation practices vary across organisations, the data provided as
Total Fees are indicative estimates only. However, given that 9% is the minimum superannuation
payment, the Total Fees provided in the following tables can be considered to be conservative.
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Queensland Harness Racing Board DRAFT
Chairman
Table 1: BERD Data — 50-200% of $20m Revenue Peer Group
Total
Base Fees Super Fees
Q1 44 900 4,500 50,400
Q2 66,000 7,300 70,600
Q3 99,000 9,900 | 110,000
Average 74,600 11,700 83,800
Count 67 44 71

Table 2: PRO:NED Data ~ Public Companies Turnover of $16 -$50m Peer Group*

Total

Base Fees Super* Fees”
(0 55,100 4,059 60,059
Q2 73,500 6,615 80,115
Q3 94,500 8,505 | 103,005
Average 79,300 7,137 86,437
Count 22 22 22

Table 3: PRO:NED Data ~ Not for Profit Peer Group*

Total

Base Fees Super* Fees*
Q1 21,000 1,880 22,890
Q2 36,800 3,312 40,112
Q3 94,500 8,505 1 103,005
Average 49,800 4,482 54,282
Count 11 11 11

* Please note: Superannuation data provided is an estimate of 9% of Base Fees; and Total Fees represents the sum
of Base Fees and Superannuation.
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Tracey Harris

Queensland Harness Racing Board

Deputy Chairman
Table 4: BERD Data - 50-200% of $20m Revenue Peer Group
Total
Base Fees Super Fees
Q1 35,900 3,300 37,300
Q2 46,800 4,200 50,900
Q3 66,000 5,900 71,900
Average 51,300 4,700 56,500
Count 9 8 9

Table 5: PRO:NED Data - Public Companies Turnover of $16 -$50m Peer Group*

Total

Base Fees Super* Fees?
Q1 57,800 5,202 63,002
Q2 63,000 5,670 68,670
Q3 68,300 86,147 74,447
Average 63,000 5,670 68,670
Count 2 2 2

Table 6: PRO:NED Data — Not for Profit Peer Group*

Total

Base Fees Super* Fees*
Qi 13,100 1,179 14,279
Q2 31,500 2,835 34,335
Q3 31,500 2,835 34,335
Average 24,200 2,178 26,378
Count 5 5 5

* Please note: Superannuation data provided is an estimate of 9% of Base Fees; and Total Fees represents the sum

of Base Fees and Superannuation.
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Tracey Harris

Queensland Harness Racing Board

Non-Executive Director

Table 7: BERD Data - 50-200% of $20m Revenue Peer Group

Total

Base Fees Super Fees
Q1 25,900 2,900 29,400
Q2 39,200 4,100 44,000
Q3 55,000 6,600 61,800
Average 42,500 7.500 48,200
Count 88 69 a0

‘Table 8; PRO:NED Data - Publ

ic Companies Turnover of $16 -$50m Peer Group*

Total

Base Fees Super* Fees*
Q1 31,500 2,835 34,335
Q2 39,400 3,546 42,946
Q3 47,300 4,257 51,557
Average 39,300 3,537 42 837
Count 20 20 20

Table 9: PRO:NED Data - Not for Profit Peer Group*

Total

Base Fees Super* Fees*
(o) 10,500 945 11,445
Q2 21,000 1,890 22,890
Q3 57,800 5,202 63,002
Average 32,700 2,943 35,643
Count 10 10 10

* Please note: Superannuation data provided is an estimate of 9% of Base Fees; and Total Fees represents the sum

of Base Fees and Superannuation.
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Tracey Harris

Queensland Hamess Racing Board DRAFT

Tracey, I trust the market data provided above assists you in your review of the remuneration
arrangements for these roles. Please do not hesitate to contact me on 02 8864 6698 or
alternatively Paul Leitch in our Brisbane office on 07 3234 4818 if you have any questions or
queries.

Yours sincerely

(]
B
/ f/’ﬂ

L/
Shai Ganu
Associate

Copy: Paul Leitch, Principal, Mercer Brisbane Office
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Private & Confidential
28 August 2008

Mr Adam Carter

Finance Manager
Queensland Racing Limited
PO Box 63

Sandgate QLD 4017

Subject: Proposal to Review Non-Executive Director Fees - Queensiand Racing Limited

Dear Adam

Thank you for seeking a proposal from Mercer (Australia) Pty Ltd (Mercer) to provide
remuneration advice to the Board of Queensland Racing Limited (Queensland Racing).
Following on from our discussion tast week, this letter seeks fo confirm the nature and scope

of the wark to be undertaken, the project approach, Mercer's professional fees and project
timeframes.

Our Understanding of Your Needs

Mercer understands that there are currently five (5) Directors serving on Queensland

Racing's Board. This group is made up of the Chairman, Deputy Chairman and three (3)
non-Executive Directors.

Queensland Racing has sought Mercer's assistance in determining appropriate, market-
related remuneration rates for the five (5) Directors.

Mercer’s Approach

In undertaking this consultancy, Mercer proposes the following approach:

= familiarisation with the context of the Board and its aclivities through the background
study of relevant information, including typical duties involved, typical time spent on
Board duties, relevant Committee involvement etc

s conduct discussions to better understand the role and functions of the Board

= ufilise Mercer's remuneration databases and cther relevant survey data to determine
Board remuneration practices of ‘like’ organisations

= compile a report on the findings of the study, highlighting any issues, concerns or actions
that Queensland Racing may want to consider.

Consulting. Outsourcing. Investments.
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Mr Adam Carter
Queensland Racing Limited

Timeframe

We can commence work on this assignment within a week of receipt of your signed
acceptance. Assuming no unforeseen circumstances and availability of relevant information,
Mercer anticipates that this review will be completed in time for the distribution of board
papers for the November meeting (ie end of September).

Staffing

This project will be undertaken by Michael Smith and Lily Kan. Michael is a Senior
Associate with Mercer and has extensive experience in providing remuneration advice for a
diverse range of organisations in both the public and private sectors. Lily is an Associate at
Mercer and has significant experience as a professional HR practitioner and consultant. Her
experience includes reward strategy; classification systems and pay structures; salary
surveys; organisational reviews; performance management, job evaluation, analysis and
design.

Fees and Expenses

Based on the scope of work outlined above, our professional fees for this review will be in
the range of $10,000 to $11,000 exclusive of GST. An administration fee of 5% of our
professional fees will be charged to cover out-of-pocket expenses, secretarial support, local
fransport and couriers.

Terms & Conditions

THIS ENGAGEMENT LETTER IS SUBJECT TO THE TERMS & CONDITIONS CONTAINED IN THE
DOCUMENT TITLED "MERCER (AUSTRALIA) PTY LTD CONSULTING TERMS AND CONDITIONS
EFFECTIVE OCTOBER 2005" WHICH WAS ATTACHED TO THE EMAIL IN WHICH THIS LETTER
WAS DELIVERED, INCLUDING WITHCUT LIMITATION THE PROVISIONS AS REGARDS LEGAL
DISPUTES AND LIMITATION OF LIABILITY, WHICH TERMS & CONDITIONS ARE
INCORPORATED HEREIN BY REFERENCE AND TOGETHER ARE REFERRED TO AS ‘THE
AGREEMENT'. This agreement will be governed by and interpreted in accordance with the
law of Queensland and will be subject to the exclusive jurisdiction of the courts of
Queensland. Where a term used in this Covering Letter is used in the Terms & Conditions,
the definition in this Covering Letter will apply.

chrunzane\gd twppdf0d_slot-01_emall_email_8787512-b6e3-4a75-93b9-d270d5¢3be7 1imsm_board fees proposal_D80829.doc
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28 August 2008

Mr Adam Carter
Queensland Racing Limited

Summary

Adam, we look forward fo working with Queensltand Racing on this project. We have found
that clarifying our terms of engagement in advance prevents any misunderstanding later on.
Consequently, this Engagement Letter once accepted and signed below by both parties, will
reflect our full and complete understanding and agreement of the terms of our relationship.

If you have any questions about these terms, please call me on 07 3234 4825. If there are
no such queries, please indicate your agreement to the terms of this engagement by signing
the enclosed copy of this letter and returning it to me at Mercer, GPO Box 99486, Brisbhane
Qld 4001.

Yours sincerely

v }

/

Michael Smith
Senior Associate

Encl,

© Mercer (Australia) Pty Lid ABN 32 005 315 817

This document has been prepared solely for the client to whom it is addressed, for ifs internal use for the purpose
stated in this document. Ii contains confidential and proprietary information of Mercer and is nof to be distributed
more widely without the prior permission of Mercer. Mercer and its employees do not accept responsibility to any
third party for anything in or arising out of the material and information herein, and it is not infended that any third
party should rely on such material.

Signed on behalf of Signed on behalf of

Mercer (Australia) Pty Ltd by: Queensland racing Limited by:

Print Name Michael Smith Print Name

crunzenelgd twppdt4_siot-01_emall_small_87875126-b8e3-4a75-43b9-d30d5c3beT 1\msm_board fees proposa;_0B0829.dos
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28 August 2008

Mr Adam Carter
Queensland Racing Limited

Signed on behalf of Signed on behalf of

Mercer (Australia) Pty Ltd by: Queensland racing Limited by:

Print Title Senior Associate Print Title  TiuamcE  maroaced_

Signature Sighature
e

, , /-
"

Date 28 August 2003 Date 2.8 AoqusT ZeoX

Far Mercer Office Use Only:

Template Type (Circle selectionh Ongoing/ Ongoing Varied! Project/ Project Varied

Expiry Date:

Confidentiality Fiag {Circle selection): | Yes/ No

Primary CAP Code: Client Code: Account Code & Name: | Project Code:

clrunzonegewonpdi0d_skt-01_smail_email_87875125-b6e3-4875-83b8-d3fba5¢3be? 1\msm_board fees proposal_0808258.doc
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Mr Adam Carter
Queensltand Racing Limited

MERCER (AUSTRALIA) PTY LTD TERMS AND CONDITIONS
EFFECTIVE OCTOBER 2005
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Non Executive Director

Remuneration Review
Queensland Racing Limited

MERCER

MARSH MERCER KROLL
GUY CARPENTER OLIVER WYMAN

Consulting. Outsourcing. Investments,



Non Executive Director Remuneration Review Queensland Racing Limited
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1

introduction

In September 2008 Queensiand Racing Limited (QRL) commissioned Mercer
(Australia) Pty Ltd (Mercer) to provide independent advice regarding appropriate
remuneration levels for Non-Executive Directors (Directors) within QRL.

Approach Used

in providing this advice, the consultants have:

= reviewed available information on the organisation and the Board, including annual
reports

» conducted a discussion with both the Board Chairman and Deputy Chairman to
gain an understanding of the context of the Board and its activities, including its
role and functions, typical duties involved, typical time spent on Board duties and
relevant Committee involvement

= gccessed 2007 PRO:NED survey data to determine Board remuneration practices
of other comparable organisations, and supplemented data with research where
required, on Board remuneration in other Racing Authorities

= developed recommendations and compiled this report.

When supplying advice of this nature, Mercer attempts to provide the latest information
and frends available fo assist organisations in their decision-making processes.
However, unlike various executive surveys that are available, board surveys are not
always updated annually. Therefore, the 2007 PRO:NED survey represents the latest
available board-related data. Appendix A contains a brief description of the PRO:NED
survey.

Organisational Context

QRL is the control body for thoroughbred racing in Queensland. it administers the
rules of racing, licenses industry participants and race clubs, enforces standards and
monitors industry participants. In addition to its regulatory role, there is also a
commercial aspect in staging and selling all races as a product. While QRL is bound
by Government legislations and regulations, it operates independently of Government.
QRL also operates in a highly politicised environment.

Mercer 1
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The structure of QRL is such that the organisation does not have a Head of
Organisation such as Chief Executive Director, General Manager or Managing
Director. Rather, the most senior positions are Chief Operations Manager (responsible
for the commercial aspecis) and Director integrity Operations (responsible for
compliance), which both report directly to the Board.

Board Details

There are currently five (5) Directors serving on QRL’s Board. This group is made up
of the Chairman, Deputy Chairman and three (3) other Directors. The Directors (as
part of the role) are also expected to held directorship in one of the following
companies:

» Queensland Product Company

= Australia Racing Board

» Racing Information Services Australia

= Country Racing

The Chairman, while not an Executive Chairman functions like one, operating on a full
time basis, with time commitments of around 20 days per month (or 240 days per
annum). Time commitments of the Deputy Chairman and other Directors are around 5
to 6 days per month (or around 60 to 72 days per annum).

The Board meets around 11 times a year. Within the Board structure, there is an Audit
Committee which meets around four times a year and a Human Resources and
Remuneration Committee which meets twice a year. Other Directorship commitments
include board meetings in the above companies.

Mercer understands that Board remuneration was last reviewed by Mercer in 2005 for
implementation in 2006. Mercer understands that since that time the Board has been
required to provider greater leadership and its time commitments have also increased.
The Directors are currently paid a single fee which includes all board and
subcommittee work. Current Directors Fees are outlined in Table 1.

Table 1: Current Directors Fees

Role Current Directors Fees*
Chairman $78,000
Deputy Chairman $53,000
Director $43,000

* Directors fees are inclusive of 9% superannuation

Mercer 2
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2

Comparator Group

To assess the competitiveness of current Board remuneration, it is important to define
the basis for comparison through selection of appropriate benchmark comparators.
For QRL, Mercer has referenced the following comparators:

= public companies with turnover of between $50m to $250m

» private companies with turnover of between $50m to $250m

= husiness services industry sector

Please note that revenue range data is not included in the PRO-NED survey for the
industry sectors.

Time Commitments

QRL time commitments relative to market practice are an important consideration
when determining appropriate board remuneration levels. Mercer's experience in
market trends on non-executive Director time commitments is that they have increased
in the past few years, most likely due to the increased expectation and focus on
governance. Qutlined in Table 2 is the total time commitments per annum required of
board members taken from the 2007 PRO:NED report. Data has been provided based
on the above comparator groups.

The total time commitment represents all time spent on matters relating to the board
including where relevant time spent on board meetings, committee work, ad hoc

meetings, discussions with the CEQ, site visits, company representation, interstate and
overseas fravel.

Mercer 3
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Table 2: Total Annual Time Commitments by role

Queensland Racing Limited

Days per annum

Distribution

Private Company

Public Company

Business Services

$50-$250m $50-$250m Industry
Q1 29 28 13
Median 41 40 30
Chairman Q3 53 55 43
Average 54 46 39
n 12 21 38
Q1 g 22 10
Deputy Median 20 31 21
Chairman Q3 26 39 45
Average 19 38 33
n 8 10 g
Q1 15 27 23
oth Median 30 35 30
Diree:tors Q3 39 48 a4
Average .28, 38 .. 33
n 12 30 37

As can be seen from the above information, the average time commitment for the
position of Chairman is around 39 to 54 days, for a Deputy Chairman is 19 to 38 days
and for other Directors around 28 fo 38 days. Where a Deputy Chairman is appointed,
the time and responsibilities for the role are typically greater than those required of

other Directors (excluding the Chair).

It is estimated that QRL Directors and the Deputy Chairman could be spending
anywhere from 60 to 72 days on QRL business, which is higher than the market
averages outlined above. This is approximately two fimes the average time
commitments of Deputy Chairman and Directors in companies of a similar size. QRL's
Chairman spends a significantly higher amount of time (240 to 264 days) than the
average Chairman in the 2007 PRO:NED survey. This is approximately five times the
average workload of Chairman of comparable-sized companies. As a general
principle, where Board time commitments for an organisation exceed typical market
requirements, we would expect remuneration levels to be more competitive to

compensate for these additional time demands.

Mercer
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Other Factors

There are a number of other factors that may influence target remuneration positioning

for Directors including:

= size of the organisation as measured by revenue

= business strategy (e.g. substantial growth plans)

s« complexity and scope of business

= board workload relative to comparable organisations, which also takes into account

the number of directors

the complexity and scope of the business relative to comparable organisations

= the organisation’s ability to attract suitably qualified Directors (and, in particuiar,
any requirement to attract highly experienced private sector directors)

» the need fo refain highly experienced directors

= the need for the Board to have several key sub-committees, which may
substantially increase the workload of members of these sub-committees,
particularly the Directors who chair such sub-commitiees

» whether any of the Directors or the Chair are required to be members of national
industry-wide coordinating/controlling Committees or peak bodies

= internal relativities for the roles of Directors, Deputy Chairman and Chairman
(considering both historic and workload factors).

Mercer believes it is important that all of these factors be given some consideration
when reviewing Board remuneration.

Mercer 5
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3

Market Data

This section contains market data for board fees and sub commitiee fees based on the
2007 PRO:NED survey.

Base Fees

Tables 3 to 5 provide base fees for the Chair, Deputy Chair and Non Executive
Directors, based on the following comparator groups:

= private companies ($50-$250m revenue)

* private companies ($50-$250m revenue)

* industry (business services)

Chair Market Data

Table 3 below shows Chair market data for the above benchmark groups. Chair fees
for Racing NSW, Racing Victoria and QRL has also been provided for comparative
purposes.

Table 3: Board Chair Remuneration

Private Public Base Fees Racing Racing QRL
Companies Companies Business NSW Victoria
{$50-5250m) ($50-5250m) Services
Q1 $50,000 $72,000 $50,000
Median $58,000 $90,000 $75,000
3 79,500 110,000 100,000
Q $ $ $ $125,350 $125,350 $54,400
Average $62,846 388,570 $85,744
N 13 43 39

Chart 1 compares QRL’s current Chairman remuneration against the benchmarks.

Mercer 6
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Chart 1: Board Chair Remuneration Vs Market
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As can be seen from the above chart, the Chairman’s current remuneration is between
the median and Q3 of the private companies and business services industry sector,
and between Q1 and the median of the public companies. When compared with the
Chair of Racing Victoria and Racing NSW, QRL’s Chair is paid lower. However,
Mercer notes that Racing Victoria and Racing NSW are larger by prize money
distributed but Queensland’s industry is the same size in horse population, races
conducted, licencees and more difficult to manage because of the number of clubs and
the size of the state. In comparison to Victoria, Queenstand has three times as many
fracks and clubs to look after.

Deputy Chair Market Data

Table 4 below shows Deputy Chair market benchmark data. Deputy Chairman fees for
Racing NSW, Racing Victoria and QRL has also been provided for comparative
purposes.

Table 4: Deputy Chair Remuneration

Private Public Base Fees Racing Racing QRL
Companies Companies Business NSW Victoria
($50-5250m} {$50-$250m) Services
Q1 $10,000 $50,000 $32,250
Median $35,000 $60,000 $55,000
4,000 75,000 148,7
@3 $64,0 $75, 8148,750 $78,000  $78,000  $33,700
Average $36,000 $63,182 $77,375
n 5 11 8

Chart 2 overleaf compares the current Deputy Chairman’s remuneration against the
various benchmarks.

Mercer 7
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Chart 2: Deputy Chair Remuneration Vs Narket

$160,000

$140,000

$120,000

$100,000

$30,000

Base Fees

560,000

Median Current Qid Racing $53,000

540,000

$20,000

§0

Private Company Public Companies Indusiry (Business Racing Victoria & NSW
$50-8250m {$50-5250m) Services)

Organisation Type

The Deputy Chairman is remunerated between the median and Q3 when compared
with private companies and between Q1 and the median when compared to the other
fwo comparators. Mercer notes that data sample sizes for the Deputy Chair role are
relatively small as this role has declined in popularity as a formal board position over
time. When compared with the Deputy Chair of Racing Victoria and Racing NSW,
QRL’s Deputy Chair is paid lower. Please note Mercer’s earlier comment regarding the
differences that exist between Queensland Racing and the New South Wales and
Victorian couterparts.

Non-Executive Director Market Data

Table 5 below shows benchmark data for the remaining board members. Director fees

for Racing NSW, Racing Victoria and QRL have also been provided for comparative
purposes.

Table 5: Board Non-Executive Director Remuneration

Private Public Base Fees Racing Racing QRL
Companies Companies Business NSW Victoria
($50-5250m) {$50-5250m) Services

Q1 $23,000 40,000 24,750

Median $30,000 50,000 40,000

Q3 $45,000 60,000 51,250 $56,571 $56,571 $29,400
Average $33,643 51,036 43,180

N 21 55 50

Chart 3 compares QRL’s current Director remuneration against the benchmarks.

Mercer 8
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Chart 3: Other Directors’ Remuneration Vs Market
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QRL’s Directors are remunerated above Q3 of the private companies and business
industry sector and between the median and Q3 of the public companies. When
compared to Racing Victoria and Racing NSW, QRL Directors are paid at a lower rate.

Fee Ratios

Generally, Board Chairs are typically remunerated 1.6 to 2.2 times the amouni paid to
other directors on the same Board. The differential between the Chairman and the
Deputy Chairman rages from 1.4 to 1.9 times. The differential between the Deputy
Chairman and the Directors ranges from 1 {o 1.5 times. Table 6 indicates that QRL’s
current ratios fall within current market practice.

While the market ratios provide an indication of pay relativities between the Chairman,
Deputy Chairman and Directors, Mercer believes that actual relativity should be
determined according to the relative workloads for the positions within an organisation.
Given that that the Chairman’s work commitments are significantly more than the
Deputy Chairman and Directors, Mercer recommends a higher ratio between QRL’s
Chairman and the rest of the Board.

Table 5: Sub Committee Remuneration by role

Market Ratios Current Ratio
Ratio Chairman: Directors 16-22 1.8
Ratio Chairman: Deputy 14-1.9 1.5
Ratio: Deputy: Directors 1t—-1.5 1.2

Sub Committee Fees

64% of PRO:NED survey respondents operate through one or more Board
Committees. Of these, only 33% (i.e. only 21% of all survey respondents) pay
additional fees on top of the base fee for committee work, However, there is indication

Mercer 9
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that there is a growing practice to reward this extra work and responsibility with
additional payment. The table below provides remuneration data for the audit sub
committee and the remuneration sub committee.

Table 6: Sub Committee Remuneration by role

Remuneration

Audit Sub Committee Sub Committee

Committee Q1 $5,000 $5,000
Chairman  Median $10,000 $8,000
Q3 $15,000 $10,000
Average UL $11,985 s $9,616
N 103 30
Committee Q1 $4,000 $4,000
Board Median $5,000 $5,500
Member "3 $10,000 $8,050
Average B $7,219 B $7,275
N 52 24

This data indicates differential fees depending on the size of the committee and the
Board member’s role in the sub-committee. Furthermore, sub-committee chairs are
remunerated more highly than sitting members. Currently QRL does not differentiate
payments based on sub-committee workload, nor do they pay fees for sub-committees
in addition to base fees.

Subsidiary Board Fees

The findings of the PRO:NED survey indicates that additional fee for work on a
subsidiary or related board is not usual practice.

Mercer 10
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4

Recommendations

Based on the market information on Directors’ fees reported in the previous section,
and the additional considerations outlined in Section 3, Mercer provides the
recommended base fees for QRL’s Chairman, Deputy Chairman and other Directors in
Table 6. Such fees would be inclusive of duties associated with any Board sub-
committees, but not include reimbursement of travel or accommodation expenses that
Board members might incur in attending meetings or travelling to other locations either
in Queensland or other States to discharge their official duties.

Table 6: Recommended Fees

Current Base Fees Recommended Base Fee
Chairman $78,000 $98, 000 - $102,000
Deputy Chairman $53,000 $58,000 - $62,000
Director $43,000 $45,000 - $48,000

In sefting these ranges, Mercer has taken into consideration the nature of the

business, current time commitments of the Board members and the fact that the

Directors are also required fo sit on related racing boards. It is Mercer’s assessment

that the recommended market positioning below reflects the significantly higher than

average time commitment for the Board and nature of QRL’s business.

= The Chair's current time commitment is approximately five times the average
workload for equivalent roles in comparably-sized companies. To account for this,
the recommended fee for the Chairman is positioned higher than Q3 of the private
companies ($50-$250m), around Q3 of the business service industry and between
the median and Q3 of the public companies ($37-$150m)

= Time commitment for the Deputy Chairman is approximately two times the average
workload for equivalent roles in comparatively sized companies. The
recommended fee for the Deputy Chairman is positioned between the median and
Q3 of the private companies and business services industry and at the median of
the public companies ($50-$250m)

= Time commitment for the other Directors is also approximately two times the
average workload for equivalent roles in comparatively sized companies. The
recommended fee for other Directors is positioned around Q3 of the private
companies, between the median and Q3 of the business services industry and at
the median of the public companies ($50-$250m).

Mercer 14
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Non Executive Director Remuneration Review Queensland Racing Limited

Table 7 compares the recommended base fees against the current fees for Racing
NSW, Racing Victoria and QRL.

Table 7: Recommended Fees

Current Current Current

Recommended Fees NSW Vic ORL
Chairman $98, 000 - $102,000 $125,350 $125,350 $78,000
Deputy Chairman $58,000 - $62,000 $78,000 $78,000 $53,000
Director $45,000 - $48,000 $56,571 $56,571 $43,000

Table 8 shows the percentage average increase should QRL adopt Mercer's
recommended fees. While the average percentage increase is higher than the market
median increase of ~10% (reported in the 2007 PRO:NED survey), Mercer believes
that the recommended increases are justified on the basis that the Board’s workload
has increased more than the average Board.

Table 8: Average Increase (%)

% average increase

Chairman 28%
Deputy Chairman 13%
Director 8%

The Chairman’s workload in the 2005 review was around three times the average
workload of Chairman of comparably sized public companies. It is now five times the
average workload of Chairman of comparably sized companies. For the Deputy
Chairman, the workload in the 2005 review was similar to the general industry norms
but is now two times more than the average industry norm.

The recommended base fees in Table 6 also increases the current ratio between the
Chairman and the rest of the Board (refer to Table 9). Mercer believes that this
increase in ratio is appropriate given that the Chairman's current time commitments
and work load is significantly more than the Deputy Chairman and the other Directors.
Mercer notes that the new ratios are still consistent with market practice.

Table 9: New Fee Ratio

Market Ratios Current Ratio New Ratio
Ratio Chairman: Directors 1.6-22 1.8 2.2
Ratio Chairman: Deputy 14-19 1.5 1.7
Ratio: Deputy: Directors 1-15 1.2 1.3

Mercer also notes that fee levels generally are subject to market and internal
pressures for change, and need to be reviewed annually, or at the outside, every two
years.

Mercer 12
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Appendix A

Summary of PRO:NED Non-Executive Director’s

Remuneration and Board Governance Survey
Report of 2007 (PRO:NED Survey)

The PRO:NED Survey is published by PRO:NED International, Board & Executive
Search Consultants (PRO:NED), PRO:NED’s core business is in executive search and
corporate governance advisory services.

The PRO:NED Survey is typically conducted every two years, however it was
conducted in both 2006 and 2007. It is questionnaire based and is managed direcily
with non-executive directors. The 2007 sample covers personal reporting for 249 non-
executive directors’ submissions and 555 individual board seats. This is supplemented
with fee data for other positions for the same boards to create a database of 3,326
records.

Mercer 13
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Private & Confidential

27 October 2008

Mr Adam Carter

Finance Manager
Queensland Racing Limited
PO Box 63

Sandgate QLD 4017

Subject: Motor Vehicle Benefit Calculations

Dear Adam

In determining the market
2008/2009 Car Formula

g applied Mercer's
priate (in line with the
d’s documentation) to determine an

Formula are provided in Attachment 1

se Price Change- Annual Net

over Kims Benefit FBT Total
Toyota Camry Altise 327,331 3years 30,000 $15496  $2,886  $18,383
Toyota Camry
Sportivo $31,815 3 years 30,000 $16,83¢0  $3,360 $20,199
Subaru Forester X $32,296 3 years 30,000 $17,322  $3477  $20,799
Nissan X Trail 8T $34,849 3 years 30,000 $17,898 $3,680 321,578

Consulting, Outsourcing. Investments,
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27 October 2008
Mr Adam Carter

Queensland Racing Limited

3 KROLL
CMMC Gy CARPENTER  OLIVER WYMAN

Purchase Price Change- Annual Net
(Incl GST) over Benefit O Total

gggda‘f_]” Commodore $32,536 3years 30,000 $17,205 $3,436  $20,641
Holden Commodore

Wagon $33,359 3 years $3,523 $20,975
Ford Falcon Sedan $31,591 3 years $3,336  $20,258
Ford Falcon Wagon $32,325 3 years $3,414  $20,556
Toyota Aurion $35,023 3 years $21,649
Toyota Hilux 4X $39,372 2 years $23,61 646 $26,258
Nissan Navara ST-X $37,184 2 year $22,034 525,433

Table 2 below compares Queensland Racing's
Mercer's motor vehicle benefit value.

Table 2: Current Motor Vehicle Policy

s Value Difference

Toyota Camry Altise 112,000 $6,383
Toyota Camry Sportivo $12,000 $8,199
Subaru Forester X $12,000 $8,799
Nissan X Trail 8T $12,000 $9,578
Holden Commodore S $15,000 $5,641
$15,000 $5,975

$20,258 $15,000 $5,258

$20,556 $15,000 $5,556

$21,649 $15,000 $6,649
$26,258 $15,000 $11,258
$25,433 $15,000 $10,433
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27 October 2008

Mr Adam Carter
Queensland Racing Limited

Assuming no discount for work related usage, reference fo the Difference column of Table 2
indicates that Queensland Racing’s current motor vehicle policy undervalues their vehicles
by between $5,200 and $11,200. However, Mercer understands there are a range of
circumstances where employees are required to travel varying work related distances
throughout a year.

Under that scenario, Mercer envisages three (3) possible classe
= g full benefit’ vehicle where work related kilometres are
= a vehicle where there are somefreascnable work kilo : .
= a2 'tool of trade’ vehicle where the vast majority of t es fravelled are

work related.

For employees who are provided with a ‘benefifvehi i ent
package, then the full market cost of providin
shown on Table 1) should be deducted from th

Err . They are
receiving the full benefit from the vehicle and, assun

C levels are market

Employees who fall into the second ¢l
a reasonable number of work related kil

S package which represents between 55%
elieves the continuation of the current

e dedcted from their EC figure to account for any private use
icle. An employee normally spends around 64% of the year at

private use. Rec
they might through

at the employee may not drive the same distances privately that
Mercers estimate of 15% - 20% is not unreasonable.
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27 Qctober 2008

Mr Adam Carter
Queensland Racing Limited

Adam, | trust this report meets your requirements. If you have any questions or require any
additional information, please telephone me on (07} 3234 485.

Yours sincerely

Michael Smith
Senior Associate

© Mercer (Australia) Pty Ltd ABN 32 005 315 817

This document has been prepared sclefy forg
stated in this document. If contains confiden
more widely without the prior permission of Me
third party for anything in or arisi of the ma
party should rely on such maig
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27 October 2008

Mr Adam Carter
Queensland Racing Limited

Attachment 1
Car Formula - 2008/2009

Purchase Price* x 0.299 + $4,698** + ***[0.092 x (P* - $57,009)]

*  GST inclusive purchase price
GST exclusive running costs (ie after input tax credits)
*** Only use the second part of the formula if P (original purchase
depreciation limit

NB: This formula does not include FBT

e

s greater than the

Assumptions:

Cost of Funds 10.68% Chang ears
Depreciation 21.40% Registrat Je $RH39
Annual Kilometres 16,000 : 30%
Depreciation Limit $57.009 Petrol(ce 137.30 (weighted average

of 8 capital cities @ April 2008)

Running Costs:

Total Running

Car S5ize Centslx CosEs® ¥ HH
Light 13.54* $3,707**
Small 15.41** $4,005**
Medium .0 litres 19.24* $4,618*
1.0 litres 19.74* 54,698
es 28.98* $6,177*

e running costs plus registration and insurance costs

FBT Calc
Fraction

hase Price % 2.0647 x 0.465 x Statutory

Total Kms Travelle he FBT Year Statutory Fraction
Less than 15,000 0.26
15,000 to 24,999 0.20
25,000 te 40,000 0.11
More than 40,000 0.07
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«.- Chair's role reflects participation on the Australian Racing Board) for a professional

i I

Smith, Michael

From: Shara Murray [smurray@gqueenslandracing.com.au]
Sent: Friday, 24 July 2009 4:.01 PM

To: Smith, Michael; dtoohey@queenslandrecing.com.au
Ce: Adam Carter

Subject: RE: Brief quotation to update |ast year's Board Report

Dear Michael .

I refer to your below e-mail, thank you for the quote provided.

I confirm that ORL wishes for Mercer to proceed with this update.
I lock forward to receiving this Report once finalised.

Regards

Shara

o

é%jara Murray
.. Corporate Counsel I Company Secretary

PO Box 63, Sandgate QLD 4017

P +61 7 3869 9712

F +61 7 3269 9043

M 0407 156 539
E smurray@queenslandracing.com.au
W www.queenslandracing.com.au

————— Original Message---——

From: Smith, Michael [mailto:Michael.D.Smith@mercer.gom)
Sent: Thursday, 23 July 2009 2:03 PM

To: Shara Murray; dtochey@gueenslandrecing.com.au

Cc: Adam Carter

Subject: Brief gquotation to update last year's Board Report

Shara & Debby,

Further to yesterday's e-mail to Adam; Mercer will be able to update the

2f7" Non-Executive Directors' Report with 2009 data (which will include re-aligning the
Me-_ching comparator groups and, following z discussion with Mr R Bentley, ensuring the

fee of $4,800 (exclusive of GST). Mercer also applies an administration fee of 5% of the
final professional fees to cover secretarial services etc.

Should you wish for Mercer to proceed with this update, a return e-mail confirmation will
suffice. In the meantime, should you have any further guestions, please do not hesitate
to call.
Regards,

Michael.

Michael Smith
Mercer | 123 Eagle Street, Brisbane Queensland 4000 phone +61 7 3234 4825 | mobile +61
414 664 636 | fax +61 7 3503 9259 | michael.d.smith@mercer.com www.mercer.Com.au

Mercer is a registered trademark of Mercer (Australia) Pty Ltd 32 005
315 817

This e-mail and any attachments may be confidential or legally priwvilaged.

1



M E R C E ij% Mercer (Australia) Pty Ltd
ABN 32 005 315 917
123 Eagle Street Brisbane QLD 4000
m MARSH MERCER KROLL GPO Box 9946 Brisbane QLD 4001
L™ GUY CARPENTER  OLIVER WYMAN 617 3234 4919 Fax 61 7 3503 9259

phoebe.lynch@mercer.com
Www.mercer.com.au

Private & Confidential
7 August 2009

Ms Shara Murray

Corporate Counsel & Company Secretary
Queensland Racing Limited

PO Box 63

Sandgate Qid 4017

Subject: 2002 Board Remuneration Update

Dear Shara

Thank you for seeking the assistance of Mercer (Australia) Pty Ltd (Mercer) in providing
updated remuneration advice for the Directors of Queensland Racing Limited (QRL.).

To provide this advice, Mercer has undertaken the following process:

= reviewed available information on the organisation and the board, including the 2008
Annual Report,

= accessed the 2009 ProNed survey data to determine board remuneration practices of
other comparable organisations, and

» developed recommendations and compiled this letter of advice.

Note that this remuneration update should be read in conjunction with Mercer’s detailed Non
Execufive Director Remuneration Review report dated 28 September 2008.

Context

Mercer understands that environment in which QRL operates in has not altered significantly
since our previous advice dated 25 September 2008. The board currently consists of five
Directors, made up of the Chairman, Deputy Chairman and three other Directors.

Mercer understands that board remuneration was iast reviewed in 2008. Mercer revisited

QRL Board remuneration in September 2008 but the recommendations were not
implemented. Current Directors fees are outlined in Table 1 overleaf.

Consulting. Outsourcing. Investments.
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7 August 2009

Ms Shara Murray
Queensland Racing Limited

Table 1: Current Directors Fees

Role Current Directors Fees*
Chairman $78,000
Deputy Chairman $53,000
Director $43,000

* Directors fees are inclusive of 9% superannuation

Comparator Group

To assess the competitiveness of current board remuneration, it is important to define the
basis for comparison through selection of appropriate benchmark comparators. Since
Mercer's 2008 report, ProNed have adjusted the comparator group segmentation.
Consequently, this report now references organisations with a tumover of between $101-
$250 million, rather than the $50-$250 million range referenced previously. For QRL, Mercer
has referenced the following comparators:

* public companies with a turnover of between $101m and $250m

= private companies with a turnover of between $101m and $250m

=  Property and Business Services Industry sector.

Note that there is limited data available for the Deputy Chair position, as the role is steadily
disappearing. Only 23% of boards retain this position, down from 36% in 2000, according to
the ProNed survey. Subsequently, Deputy Chair data is presented in the following
categories:

= Public {(no tumover parameters)

= Private (no turnover parameters)

= Turnover ($101-$250 million}

s Property and Business Services.

Market Data

The following section contains market data for board fees and sub-committee fees based on
the 2009 ProNed survey.

Base Fees

Tables 2 to 4 provide Base fees for the Chair, Deputy Chair and Non-Executive Director
(equivalent to QRL's Director positions). All fees are inclusive of superannuation. Chair fees
for Racing NSW, Racing Victoria and QRL have also been provided for comparative
purposes.
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7 August 2009

Ms Shara Murray
Queensland Racing Limited

Table 2: Board Chair Remuneration

Private Pubfic Property &
Companies Companies Business Racing
($101-%5250m) ($101-$250m} Services Racing NSW Victoria QRL

0] $25,000 $100,000 $35,000

Median $78,000 $120,000 $65,000

Q3 $100,000 $145,000 $140,000 $126,786 $107,910 $78,000
Average $65,600 $128,588 $94,095

n 5 17 39

As can be seen from the above chart, the Chairman’s current remuneration is below Q1 of
the Public Companies, at the median of the Private Companies and between the Median
and Q3 of the Property and Business Services industry sector. When compared with the
Chair of Racing Victoria and Racing NSW, QRL’s Chair is paid significantly lower. However,
Mercer notes that Racing Victoria and Racing NSW are larger by prize money distributed but
Queensland’s industry is the same size in horse population, races conducted, licencees and
may be considered more difficult to manage because of the number of clubs and the size of

the state. In comparison fo Victoria, Queensland has three times as many tracks and clubs
to look after.

Table 3 below shows Deputy Chair market benchmark data. Deputy Chairman fees for
Racing NSW, Racing Victoria and QRL has also been provided for comparative purposes.

Table 3: Peputy Chair Remuneration

Turnover Property &

Private Pubiic ($101- Business Racing Racing
Companies Companies $250m) Services NSW Victoria QRL
Q1 $35,000 $60,000 $22,750 $25,000
Median $42,000 $115,000 $47,500 $70,000
Q3 $93,500 $125,000 $120,000 $115,000  $82,542 §71,940  $53,000
Average $59,800 $90,727 $62,667 $70,000
I 5 11 6 4
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Ms Shara Murray
Queensland Racing Limited

The Deputy Chairman is remunerated between the Median and Q3 when compared with
Private Companies and Tumover ($101-$250m), and between Q1 and the Median when
compared with the Property and Business Services Industry. However, QRL's Vice Chair is
below Q1 when compared with Public Companies. Mercer notes that data sample sizes for
the Deputy Chair role are relatively small, as mentioned earlier. When compared with the
Deputy Chair of Racing Victoria and Racing NSW, QRL’s Deputy Chair is paid significantly
lower. Please note Mercer’s earlier comment regarding the differences that exist between
Queensland Racing and the New South Wales and Victorian counterparts.

Table 4 below shows benchmark data for the remaining board members. Director fees for
Racing NSW, Racing Victoria and QRL have also been provided for comparative purposes.

Table 4: Board Non-Executive Director Remuneration

Private Public Property &
Companies Companies Business Racing Racing
($101-5250m) ($101-5250m) Services NSW Victoria QRL

Q1 $13,750 $50,000 $30,000

Median $37,500 $66,000 $48,000

Q3 $51,375 $80,000 $64,000 $61,908 $53,955 $43,000
Average $34,750 $66,100 $50,440

n 6 20 35

QRL’s Directors are remunerated between the Median and Q3 when compared to Private
Companies, between Q1 and the Median when compared to the Property and Business
Services indusiry and below Q1 when compared to Public Companies. When compared o
Racing Victoria and Racing NSW, QRL Directors are paid at a lower rate.

Sub-Committee Fees

The ProNed Survey indicates that 74% of boards operate through one or more board sub-
committees. Of these, only 30% (i.e. only 22% of all survey respondents) pay additional
fees on top of the base fee for committee work. However, there is indication that there is a
growing practice to reward this extra work and responsibility with additional payment. Table
5 below provides remuneration data for the Audit, Nominations, Remuneration and
Corporate Governance sub-committees.
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Ms Shara Murray
Queensland Racing Limited

Table 5: Sub-Committee Remuneration by role

Corporate
Audit Nominations Remuneration Governance
Committee Committee Committee Committee

Commiittee oy $5,438 $5,000 $5,000 $2,000
Chair Median $10,000 $12,000 $8,000 $5,000

Q3 $18,750 $25,000 $15,000 $20,000

Average $13,878 $15,233 $10,297 $11,000

n 80 15 31 7
Committee Q1 $4,000 $2,125 $4,000 $2,250
Board Member Median $5,000 $7,500 $5,000 $4,500

Q3 $10,000 $18,750 $9,500 $35,000

Average $9,639 $13,250 $7.625 $14,375

n 61 16 26 8

This data indicates differential fees depending on the size of the commitiee and the Board
member’s role in the sub-committee. Furthermore, sub-committee chairs are remunerated
more highly than sitting members. Currently QRL does not differentiate payments based on
sub-committee workload, nor do they pay fees for sub-committees in addition to base fees.

Recommendations

Based on the market information on Directors’ fees reported above, Mercer provides the
recommended base fees for QRL’s Chairman, Deputy Chairman and other Directors in
Table 6. Such fees would be inclusive of duties associated with any Board sub-commitiees,
but not include reimbursement of travel or accommodation expenses that Board members
might incur in attending meetings or travelling fo other locations either in Queensland or
other States to discharge their official duties.

Table 6: Recommended Fees

Current Base Fees Recommended Base Fee
Chairman $78,000 $105, 000 - $110,000
Deputy Chairman $53,000 $63,000 - $68,000
Director $43,000 $49,000 - $52,000
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Ms Shara Murray
Queensland Racing Limited

Ranges have been set to align with the recommendations made in Mercer's 2008
Remuneration Review, which took into account board member time commitments and other
organisational factors. These ranges were broadly aligned between the Median and Q3 of
the comparator groups.

Table 7 compares the recommended base fees against the current fees for Racing NSW,
Racing Victoria and QRL.

Table 7: Recommended Fees

Recommended Fees Current NSW Current Vic Current QRL
Chairman $105, 000 - $110,000 $126,786 $107,910 $78,000
Deputy Chair $63,000 - $68,000 $82,542 $71,940 $53,000
Director $49,000 - $52,000 $61,908 $53,955 $43,000

Shara, | hope this advice is useful for your purposes. If you require any additional
information or clarification, please do not hesitate to contact me on 3234 4919, or
alternatively Michael Smith on 3234 4825.

Yours sincerely

y -

Phoebe Lynch

© Mercer (Australia) Pty Ltd ACN 005 315 917.

This document has been prepared solely for the client to whom it is addressed, for its internal use for the purpose
stated in this document. 1t contains confidential and proprietary information of Mercer and it is not to be
distributed more widely without the prior permission of Mercer. Mercer and its employees do not accept
responsibility to any third party for anything in or arising out of the material and information herein, and it is not
intended that any third party should rely on such material.
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MERCER U

Statement of Work

This Statement of Work (SOW) is dated 26 April 2013.

The objective of this SOW is to confirm the details governing the provision of Services fo the
Racing Queensland (Client or “you”} by Mercer Consulting (Ausiralia) Pty Lid ABN 55 153 168
140 AFSL No 411770 (Mercer or “we”) in relation to the project.

We will be issuing an Engagement Letter shortly that will include the Terms and Conditions
governing our working relationship.

All terms used in this SOW shall have the same meaning as in the Terms and Conditions unless
otherwise defined.

Services

From our discussions, we understand that Racing Queensland is seeking remuneration advice for
the position of Chief Executive Ofiicer. The position is currently vacant and Racing Queensland is
in the process of recruiting for the rote. The remuneration advice will inform Racing Queensland
in its remuneration offer to the successful candidate,

Scope of services
To provide this advice Mercer will:

[

Obtain from Racing Queensiand organisational context (such as annual reports,
organisational budget information, organisational charis, and any other information that will aid
our understanding of the organisation) and position documentation.

Review the above documentation

Conduct an interview with the Board Chair or equivalent role to discuss the higher level
strategic objectives of the business, understand the Board's expectations of the CEO and
relationship between the Board and CEO, and discuss the appropriate market positioning for
the CEQ role.

Conduct an interview with the acting incumbent to gain a comprehensive understanding of the
nature and complexity of the role.

Evaluate the role using the Mercer CED Job Evaluation methodology and benchmaik the
evaluation against similar positions contained in our evaluation database.

Source market remuneration data for similar sized roles from Mercei’s remuneration database
Provide a recommended fixed remuneration range for the position.

instrucfions

We understand instructions with respect to the Services will be given to us by Ms Michelle
Hutchinson or her designee.

MARSH & MCLENMAN
COMPANIES

CONSULTING. QUTSOURCING. INVESTMENTS.



Page 2
Statement of Work

Timeframe

Mercer will be able to complete this assignment by May 10" provided we receive all the required
documentation and information by April 20" and the relevant interviews are conducted by May 1%

Staffing

This work will be managed by Lily Kan (Associate) and assisted by other consultants. Peer
review will be provided by Raphaele Nicaud {Senior Principal).

Fees and Expenses

Based on the scope of work outlined above, our professional fees will be $4,000 (excluding GST).
In addition, Mercer applies a standard 5% Administration fee to cover secretarial services, taxis,
etc. GST will also apply.

Conclusion

We look forward to working with you on this project. Please acknowledge your agreement to this
SOW by signing a copy and returning it to us (by post or email).

Signed for and on behalf of Mercer

by its duly authorised representative  ..iviiriiiiiiiiiircn i, (Principal)
Raphaele Nicaud Print name
26 April 2013 Date

Signed for and on behalf of the Client -
by its duly authorised representative "7 M g E

---------------------------------

jladvisory servicesiclient feldersiacing queensiandi2013i ceo review'D business developmeniika_sow_ceo rem review v2_130425.doe



MERCER R

Mercer Consulting (Austrafia} Pty Ltd
ABN 55 153 168 140

AFS Licence # 411770

123 Eagle Street Brisbane QLD 4000
GPO Box 9946 Brisbane QLD 4001
+§1 7 3234 4936

Fax +61 7 3503 9259
Lily.kan@mercer.com
WWW.ITEICEr.Com.au

26 April 2013

Ms Michelle Hutchinson

Acting Senior Corporate Counsel
Racing Queensland

GPO Box 63

Brisbane QLD 4017

Engagement Letter

Dear Michelle

We are pleased {o have the opportunity to work with Racing Queensland (“Client” or
“you”)‘

This Engagement Letter together with the attached Terms and Conditicns and all
Statements of Work {(*SOWSs”) entered into pursuant to clause 3 of the Terms and
Conditions {coliectively the “Agreement”) set out the terms governing the provision of
Services to you by:

{a) Mercer Consulting (Australia) Pty Ltd, ABN 55 153 168 140, AFSL# 411770; and
{b) Such other Mercer companies which enter into a SOW with you from time to time.

Terms used in this Engagement Letier have the same meaning as defined in the Terms and
Conditions.

Term

The Agreement will apply for five years (Term) from the date of this letter or the date on
which we commenced to provide the Services if earlier (“Start Date”).

Statement of Work

During the Term, the relevant parties shall enter intc a SOW for the purpose of detailing:
(a) The Services to be provided from time to time;

(b) The Mercer company/ies responsible for provision of the Services; and

{c) The Fees and any special terms applicable 1o the provision of the particular Services
under the SOW.

MARSH & MCLENNAN

TALENT - HEALTH - RETIREMENT - INVESTMENTS COMPANIES
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Page 2
26 April 2013

ENGAGEMENT LETTER
Racing Queensland

A SOW can be terminated in accordance with its terms without terminating the Agreement.
To the extent a SOW has been delivered to and accepted by you prior to the execution of
this Engagement Letter, such SOW shall be deemed to be subject to the terms of this
Agreement.

Acceplance

Please acknowledge your acceptance of this Agreement by signing a.copy of this
Engagement Letter and returning it to us (by post or email).

We look forward to working with you.

If you have any questions about these terms, please do not hesitate to contact Lily Kan on
07 3234 4936.

Sincerely

o~

Raphaele Nicaud
Principal

Signed for and on behalf of

Mercer Consulting {Australia) Pty Ltd
by its duly authorised representative

Enclosure:

= Terms and Conditions

j\advisory services\client folders\iracing queenslandiengagement letterilka_qld racing €]_130426.doc
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Page 3
26 April 2013

ENGAGEMENT LETTER
Racing Queensland

Signed for and on behalf of the Client by its duly authorised representative

MicHELLE HuteH iNngont

Print Name

CoRPOKYTE CovWSEL [HcTInNG )

Print Title

A Floteberoo~

Signdture
29 Aprid 2013

Date

[ladvisory senvicesiclient folders\fracing queenslandiengagement letleniia_gld racing €l_130426,doc
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Terms and Conditions

Page 1

Terms and Conditions

1

1.1

1.2

1.3

14

1.5

1.6

1.7

1.8

i.9

1.10

1.12

1.13

Pefinitions

In these Terms and Conditions, the following
terms have the meanings indicated:

"Agreement" means the agreement made between
Mercer and the Client as set out in these Temms
and Conditions together with the Engagement
Letter and all SOWs.

“Australian Financial Services Licence”
(“AFSL™) has the same meaning as in the
Corporations Act 2001,

“Client” means the client identified in the
Engagement Letter,

“Confidential Information” means all information
or material of a confidential nature which either
party discloses to the other pursuant to this
Agreement.

“Engagement Letter” means the letter of
engagement to which these Terms and Conditions
are attached,

"Fees" means the fees and expenses payable to
Mercer for the Services as detailed in the
applicable SOW.

“Licensable Financial Services” means those
services which may only be provided by the holder
of an Australian Financial Services Licence or by
the representative or authorised representative of
such a holder,

“Loss” means any and all loss (including pure
financial loss), injury, liability, damage,
compensation, claim, demand, expense, interest
or cost, including reasonable legal fees, whether
arising in tort, contract or otherwise (including
costs awarded or incurred) of any kind.

“Mercer” means each Mercer company that enters
info a SOW with the Client {(as identified in the
SOW) solely with respect to the Services.

"Mercer Contracting Party" means the Mercer
company that issued the Engagement Letter.

"Mercer Entity" means Mercer, a Related Body
Corporaie or any other entity within the Mercer
global group.

“Mercer Parties” means any Mercer Entity and
any of their directors, employees, officers,
consultants, agents, subcontractors or
representatives.

Legal\304970148.3

1.14

Li5

1.16
1.17

1.18

1.19

1.20

2.1

4.1

42

“Mercer Report” means a report prepared by
Mercer specifically and exclusively for the Client
pursuant to this Agresment.

“Related Body Corporate™ has the meaning
provided in the Corporations Act 2001.

“RSE” means a registrable superannuation entity
ag defined in the Superannuation Industry
{Supervision) Act (1993).

"Services" means the services to be provided by
Mercer to the Client as detailed in the applicable
SOW.

“Start Date” is the date specified as such in the
Engagement Letter.

“Statement of Work” or “SOW” means a
statement of work issued pursuant to clause 3
substantially in the form annexed to these Terms
and Conditions,

“Term” means the period specified in the
Engagement Letter.

Appeintment

The Client appoints Mercer on and with effect
from the Start Date for the Term to perform the
Services in consideration of the Client paying or
causing to be paid the Fees,

Statement of Work

During the Term, Mercer and the Client shall enter
into a SOW for the purpose of detailing the
Services, the Mercer company responsible for
provision of the Services, the Fees and any other

terms applicable to the provision of the Services
under the SOW.

A SOW forms part of, and is governed by, the
terms of this Agreement.

Provision of Information and Assistance

The Client will provide all necessary cooperation
to enable Mercer to provide the Services,

The Client acknowledges that Mercer’s ability to
provide the Service is dependent on Mercer having
access to {and being able to spend time with)
employees of the Client and other individuals
(including third parties such as the Client’s other
advisers) and also on Mercer being provided with
{and continuing to receive) complete, accurate, up
to date and timely documentation and information.
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43

4.4

45

5.1

The Client agrees that Mercer can use and rely on

all information and data supplied by or on behalf

of the CHent without having independently

evaluated or verified the acouracy or completeness

ofit. 6.

The Client agrees that if any documentation or 6.1
information supplied to Mercer is incomplete,

inaccurate or notup to date or its provision is

unreasonably delayed, or if access as deseribed in

clause 4.2 is not provided, Mercer will not be

responsible for any delays or liability arising as a

result and will be entitled to charge the Client in

regpect of any resulting additional work.

The Client farther understands that in certain
circumstances failure to provide, or cause to
provide, complete, accurate, up to date and timely
documentation and information to Mercer or other
service providers could result in impairment or
voiding of coverage. The Client will review all
policies, endorsements and prograin agreements
delivered fo it by Mercer and will advise Mercer
of anything which the Client believes is not in
accordance with the negotiated coverage and terms
within thirty days following receipt. 6.2

Confidentiality and Data Protection

Except as otherwise permitted by this Agreement
the party receiving any Confidenfial Information
("the receiving party") provided by or on behalf of
the other party (“disclosing party”), will not
disclose or communicate the Confidential 6.3
Information to any person except to the extent
that:
5.1.1 it isreasonably required to be disclosed fo
perform the Services;
5.1.2 it is information that must be disclosed
under any applicable law, regulatory
request, legal process or professicnal
obligation;

7.
the information is either in the public
domain or enters the public domain through 7.1
no fault of the receiving party;
5.1.4 it is information which ig available to the
receiving party from third parties without
any non-disclosure obligation to the
disclosing party which is known to the
receiving party;

72
it is information which is independently
developed by the receiving party without
reference to any Confidential Information
of the disclosing party; or

Legal\304970148.3

5.1.6 itisinformation disclosed as necessary to
enforce or defend the receiving party’s
rights under this Agreement.

Records Retention and Destruction

Notwithstanding anything to the contrary in this
Agreement, but subject to clanse 5, Mercer may;

6.1.1 retain copies of Client Confidential
Information that is required to be retained
by law, regulation or its internal audit and
governance requirements;

retain copies of the Mercer Reports and any
other work product for archival purposes or
to defend the Services provided; and

in accordance with legal, disaster recovery
and record retention requirements, retain
Client Confidential Information and
derivative works in an archival format (e.g.
tape backups), which need not be returned
or desfroyed.

Notwithstanding clause 5, Mercer may include the
Client’s name in its representative client listings
and the Client’s contact details and information
about the terms of this Agreement in its internal
client management and conflict checking database
and may disclose such information to any Mercer
Entity.

The Client agrees that Mercer may use data
provided by the Client and Mercer’s other clients
to build databases and surveys for internal use by
Mercer stafl and for external distribution to
Mercer’s other clients. These databases are
intended to benefit all clients by improving the
quality of Mercer advice and products, Mercer will
not disclose any information to any third party in
any manner which allows particular clients or
individuals to be identified.

Personal Information

Mercer may, as part of the provision of the
Services, collect, use, disclose, transfer, store and
process information that can identify individuals
{(*Personal Data”). All Personal Data processed by
Mercer shall be handled in dccordance with
Mercer’s Privacy Policy and the National Privacy
Principles under the Privacy Act 1998 (Cth).

The Client warrants that any Personal Data
supplied to Mercer in connection with the Services
has been processed in accordance with applicable
privacy laws and that Mercer may use that
Personal Data in connection with the Services. The
Client forther warrants that it has obtained any
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73

8.1

8.2

83

8.4

8.1

9.2

consent required under the applicable privacy laws
in respect of any Personal Data provided by the
Client to Mercer. If the performance of Services
requires a third party to supply Personal Data to
Mercer, it is the Client’s responsibility to ensure
that the third party has cbtained any required
consent.

Where Mercer sabeontracts any part of the
Services to a third party and that third party will be
processing Personal Data, Mercer will take all
reasonable steps to ensure the third party acts only
on Mercer's instructions and provides appropriate
undertakings in respect of the technical and
organisational security measures governing the
processing of Personal Data. Where the third party
is located outside Australia, Mercer will take all
necessary steps to ensure that the processing of
any Personal Data by the third party, including
transfer to the third party, complies with all
relevant data protection and privacy laws.

Intellectual Property

Subject to clause 8.2, the Mercer Reports shall be
owned by the Client.

The Client acknowledges that Mercer will retain
all copyright and other intellectual property rights
in the Mercer Reports and in the methodologies,
methods of analysis, ideas, concepts, know-how,
models, tools, software, techniques, skills,
knowledge and experience {(including opinions on
and ratings of investment products}), and any
graphic or digitized representations of any of these
uged by Mercer in providing the Services (the
“Mercer Intellectual Property™).

To the extent the Mercer Reports reflect or
incorporate any Mercer Intellectual Property,
Mercer grants the Client a non-exclusive, non-
transferable right to use the Mercer Intellectual
Property solely for the purpose of obtaining the
benefit of the Mercer Reports in accordance with
the terms of this Apreement.

Mercer does not acquire ownership in any
material provided by the Client to Mercer unless
specifically stated.

Conflicts

The Client acknowledges that conflicting interests
or duties may arise for one or more Mercer Parties

where services are provided to one or more clients
or Mercer Entities.

If such a conflict arises, the Client agrees that the
relevant Mercer Entities:

Legalh304970148.3

8.3

9.4

10.

16.1

11

9.2.1  may continue to provide the services
despite the conflict;

922  maymanage the conflict in accordance
with their internal conflicts management
policies and procedures; and

9.2.3  mayretain (and not account for) any fees

or other financial benefits derived from
the provision of those services.

A failure to comply with internal conflicts
management policies and procedures does not give
rise to any breach of this Agreement or any other
cause of action in favour of the Client.

Where the Services relate to the provision of
merger and acquisition services, Mercer reserves
the right to provide services to other clients
involved in the same transaction fo which the
Services relate and may have done so in the past,
may currently be doing so or may do so in the
future. Mercer is under no obligation to notify the
Client that it 1s, or has, or may provide services to
other clients involved in the same transaction
except to the extent required by law. If Mercer is
engaged to provide services to two or more clients
involved in the same transaction Mercer will take
appropriate measures, incloding using separate
teams, to preserve the confidentiality of each
client’s Confidential Information. In the event one
team has knowledge of ancther entity involved in
the same transaction based upon prior work or
becomes aware of information relating to the
transaction (such as the identity of another bidder)
the team will be under no obligation to disclose
the information to the Client. Fach client team
providing services in relation to the same
iransaction will provide its services based on the
team’s own judgement; differences in advice or
caleulations provided by different teams shall not
be evidence of an error.

Insurers and Other Service Providers

Where relevant to the Services, it is acknowledged
that Mercer does not gouarantee or make any
representation or warranty that coverage or service
can be placed on terms acceptable to the Client.
Mercer is not responsible for the sclvency or
ability to pay claims of any insurance carrier or for
the solvency or ability of any service provider to
provide service. Insurance carriers or service
providers with which the Client’s risk or business
is placed at the Client’s direction will be deemed
acceptable to the Client, in the absence of contrary
instructions from the Client.

Legal Disputes and Limitation of Liability
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111 The aggregate liability of the Mercer Parties o
any person (including the Client) for any Loss
arising out of or in conmection with:

11.1.1  any act, error, negligence,
misrepresentation or omission
concerning or arising out of the Services
{(including any pre contractual statement,
representation or warranty as to the
quality or fitness of the Services or as to
Mercer’s ability to perform the Services);

11.1.2  reliance on any advice or a Mercer

Report; or

11.1.3  any breach of the Agreement or breach of
duty of any kind owed in connection with
the provision of the Services,

shall be lirnited to, and shall not in any
circumstances exceed A$5,080,000.

11.2 Inno event shall the Mercer Parties be liable for
any loss of profit, revenues, anticipated savings,
business or investment opportunities, internal
management costs or any other indirect or
consequential loss. For the avoidance of doubt,
multiple claims arising out of {or based on) the
same act, error or omission, or series of
continuous, interrelated or repeated acts, errors or
omissions shall be considered a single loss.

11.3 The limitation on Hability in clause 11.1 above
does not apply to any liability of the Mercer
Parties which arises solely and directly from the
Mercer Parties dishonesty, fraud or an intentional
or reckless breach of this Agreement.

114 To the extent permitted by law, the Mercer Parties
are not liable to any third party that uses or relies
on any advice {(or a Mercer Report) provided to the
Client under this Agreement unless otherwise
agreed in writing. Any such use or reliance is at
their own risk.

11.5 Nothing in this Agreement is intended to exclude
or restrict any liability that cannot be excluded or
restricted by law or any regulatory system with
which the Mercer Parties are bound to comply.

11.6  Mercer holds the benefit of this clause 11 on trust
for the benefit of the other Mercer Parties.

12.  Dispute Resolufion
12.1  The parties agree that, before commencing any
action or proceeding with respect to any dispute

between the parties arising out of this Agreement,
they shall first attempt to settle such dispute
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through consunltation and negotiation in good faith
and in a spirit of mutual cooperation.

12.2  Ifthe dispute is not resolved within five business
days either party may elect to escalate it by
submitting the dispute in writing to senior
executives of Mercer and the Client, who will
promptly meet and confer in an effort to resolve
the dispute. Each party's executive will be
identified by notice to the other party, and may be
changed at any time by notice to the other. Any
mutually agreed decisions of the executives will
be final and binding on the parties.

12.3  In the event the senior executives are unable to
resolve the dispute within thirty days, either party
may refer the dispute to mediation by a mutually
acceptable mediator to be chosen by Mercer and
the Client within forty five days after written
notice by either party demanding mediation,
Neither party may unreasonably withhold consent
to the selection of a mediator. All
communications and discussions in furtherance of
this clause shall be treated as confidential and
without prejudice settlement negotiations, which
are not subject to disclosure. The costs of the
mediator shall be shared equally, and each party
shall pay its own legal fees.

12.4  Any dispute which is not resclved through
negotfiation, mediation or other form of alternative
dispute resolution within six months of the date of
the initial demand for mediation by one of the
parties may then be submitted to a court of
competent jurisdiction,

12.5 DNothing in this clause will prevent either party
from resorting to judicial proceedings iff

12.5.1 good faith efforts to resolve the dispute
vnder these procedures have been
unsuccessiul; or

12.5.2 interim relief from a court is necessary to
prevent serious and irreparable injury to
that party or to others,

13.  Unforeseen Events

Neither party will be in default or liable for delays or
failures in performance under this Agreement resulting
from events beyond the reasonable control of the affected
party including “acts of God™, fire, flood, riots, new laws
which prevent the carrying out of the Services, terrorist
activity, failures of third party suppliers and electronic
and other power failures. The affected party must notify
the other immediately it becomes aware of such an event.
In such a case, either party may terminate the affected
SOW with immediate effect by giving written notice to
the other.
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14.  Third party reliance

14,1  All advice provided by Mercer to the Client,
mcluding the Mercer Reports, is provided solely
for the Client’s internal use and benefit and only in
connection with the purpose for which the
Services are provided. Unless required by law, the
Client may not provide any such advice or the
Mercer Reports (or an extract from them) to any
third party, publish them on a website or refer to
Mercer or the Services without Mercer’s prior
written consent. Mercer may act at its discretion to
grant or withhold its consent or grant it subject to
conditions.

14.2 Notwithstanding clause 14.1, the Client may
provide a copy of the Mercer Reports to its legal
advisers, accountants, or other advisers whose use
of the Mercer Reports is for the benefit of the
Client and not their own,

15. Termination of this Agreement

15.1 This Agreement may be terminated by the Mercer
Contracting Party or the Client giving the other
party thirty days’ notice in writing or such other
period as may be agreed.

152 A SOW may be terminated by Mercer or the
Client giving thirty days® notice in writing or such
other period as may be agreed.

153 After the termination of this Agreement, clauses 3,
6,8, 11, 14 and 17 of these Terms and Conditions
will continue in fill force and effect.

154 Termination of this Agreement shall not relieve
the Client of its obligation to pay for Services
rendered and expenses incurred by Mercer up until
the date of such termination.

15.5 The Agreement will not terminate by reason only
that a SOW is terminated or Mercer ceases to
provide Services under a SOW,

16.  Sub contracting

MNothing in this Agreement prevents Mercer from
subcontracting the performance of any part of the
Services, including to another Mercer Entity, but Mercer
will remain responsible for the performance of the
Services which have been subtonfracted.

17. General provisions
17.1  Unless expressly stated otherwise in this
Agreement, neither this Agreement nor the

provision of the Services is intended to confer any
rights or benefit on any third party.
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17.2

17.3

17.4

17.5

17.6

17.7

17.8

The Client agrees not to refer to Mercer or
attribute any information to Mercer in the press,
for advertising or promotional purposes, or for the
purpose of informing or influencing any other
party, including the investment community,
without Mercer’s prior written consent,

The Client agrees that Mercer may destroy paper
copies of any correspondence and documents, and
retain only digital images thereof.

This Agreement sets out the entire agreement
between the parties relating to the subject-matter
of this Agreement and supersedes and replaces any
existing agreement between the parties relating to
such subject-matter. In the event of any
inconsistency between the terms of 2 SOW and
these Terms and Conditions, the provisions
contained in the SOW shall prevail.

The failure by either party to insist upon strict
performance of any of the provisions of this
Agreement shall in no way constitute a waiver of
rights under this Agreement, at law or in equity, or
a waiver of any other provisions or subsequent
default by the other party in the performance of or
compliance with any of the terms of this
Agreement.

The Client agrees that Mercer is engaged to
provide the Services pursuant to this Agreement as
an independent contractor. Nothing in this
Apreement should be construed to create a
fiduciary, partmership, joint venture, agency or
employer-employee relationship between the
parties.

This Agreement shall be governed by and
construed in accordance with the laws of Victoria.
Any dispute arising out of or relating to this
Agreement shall be subject {o the exclusive
jurisdiction of the courts of Victoria,

The Client shall pay or cause to be paid each
Mercer invoice within 30 days of the date of the
invoice. If any invoice is not paid by the required
date, Mercer may exercise its right to ¢laim
interest and compensation for debt recovery costs
under late payment legislation or other applicable
law. If any invoice remains unpaid for longer than
ninety days from the date of the invoice, Mercer
may either suspend the provision of the Services
until payment is received, or terminate this
Agreement pursuant o clavse 15.1. Failure of
Mercer to exercise any remedy referred to above
shall not prevent Mercer from doing so with
respect to any future unpaid invoice.
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17.9

17.10

17.11

17.12

17.13

17.14

i8.

18.1

18.2

The working papers for this engagement,
including electronic documents and files, are
Mercer’s property and Confidential Information.

If Mercer performs work relating to, or otherwise
becomes involved with, a legal dispute between
the Client and a third party (other than a dispute
for which Mercer is liable under this Agreement)
the Client will pay Mercer’s reasonable fees for
services rendered and expenses incurred.

The terms of the Agreement may only be modified
by the written agreement of the parties.

A party may assign this Agreement subject to the
prior written consent of the other party which
consent shall not be unreasonably withheld.

‘The Client consents to:

17.13.1 Mercertransferring the rights and
obligations under the Agreement or a
SOW to a Mercer Entity (New Party) on
the same terms and conditions;

17.13.2 the New Party assuming those rights and

obligations on the same terms and

conditions; and

17.13.3 Mercer being released from those rights

and obligations,

with effect from the effective date of the transfer,
Mercer will notify the Client of the transfer and
the details of the New Party. However, failure to
nofify will not invalidate the transfer.

Any notice which is to be given by one party to
the other under this Agreement will be given in
writing. It will be effective if delivered to the
address of the other party set out in this
Agreement or any other address specified
subsequently. A notice will be effective 48 hours
after delivery. Either party may change its address
for service by giving notice to the other party in
accordance with this clause,

Provisions relafing to an RSE

The following provisions apply only in relation to
a Client who is an RSE and is obtaining Services
in that capacity.

Upon termination of this Agreement for any
reason, Mercer will, if requested by the Client,
assist the Client in transferring responsibility for
provision of the Services to an alternative service
provider or to the Client itself (“Transfer
Services™). Mercer shall be entitled to charge a fee
calculated on a time cost basis using the then
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18.3

18.4

18.5

18.6

18.7

18.8

18.9

current hourly rates charged by Mercer from time
to time for the Transfer Services and the Client
shall pay such amount upon receipt of an invoice
from Mercer.

From the effective date of termination of this
Agreement, Mercer must, subject to clause 6,
deliver to the Client or such other person as the
Client may direct at reasonable times and upon
reasonable notice all the information and data
owned by the Client which is maintained by
Mercer for the purpose of providing the Services.

Mercer agrees to give to the Client, or to any
persons authorised in writing by the Client or to
any persen authorised by law (“auditor™),
reasonable access to premises occupied by Mercer
where the Services are being performed, and
permit an auditor to inspect data and information
relevant to the Services.

Mercer agrees to promptly give an auditor the
assistance they reasonably require in conducting
any audits, including reasonable access at all
reasonable times and on reasonable notices to all
premises and equipment uged in connection with
the provision of the Services provided the auditor
complies with Mercer’s reasonable security
requirements and, if required, signs a
confidentiality agreement as reasonably required
by Mercer.

The Client shall ensure that any such audit does
not unreasonably interfere with the business of
Mercer and the Client agrees that the imeframe
for delivery of Services shall be extended to take
account of any delay occasioned by any such
audif.

Mercer shall be entitled to charge a fee calenlated
on a time cost basis using the then current hourly
rates charged by Mercer from time to time for the
services provided in compliance with any such
audif.

Mercer shall maintain disaster recovery and
business resiliency/continuity plans pertinent to
the Services which shall address reasonably
foreseeable events that could impair provision of
the Services under this Agreement.

Mercer must implement, maintain and enforce and
require each of its subcontractors to implement,
maintain and enforce safety and security
procedures and safeguards against the destruction,
loss, disclosure, alteration or unauthorised use of
information and data relating to the Services
{“Security Policy™).
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18.10 The Client acknowledges that the Security Policy

18.11

is highly confidential to Mercer and agrees that,
notwithstanding any other provision in this
Agreement, Mercer is not obliged to provide a full
copy of its Security Policy to the Client or any
other person but shall if requested provide the
Client with a summary.

If Mercer becomes aware of a breach of the
Security Policy which is likely to have a material
effect on the provision of the Services, Mercer
must immediately:

18.11.1 notify the Client of such breach,
18.11.2 identify the cause; and

18.11.3 use best endeavours to remedy any
breach and its consequences.

18.12 Any Services subcontracted by Mercer must

comply with Superannuation Industry
{Supervision) Regulation 4.16(6) as required.

Legal304870148.3
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Statement of Work (template)

or“you™)yand ......cooiiiiiiiiii s Pty Ltd [insert Mercer company responsible for
provision of Services under this SOW] ABN ............oooeee. AFSL

NO e (Mercer or “we”) pursuant to clause 3 of the Terms and Conditions
attached to the Engagement Letter dated................... addressed to the Client. These documents
together set out the terns governing the provision of the Services.

All terms used in this SOW shall have the same meaning as in the Terms and Conditions unless
otherwise defined.

Services

From our discussions, we understand your situation and objectives as follows:
[Insert background i.e. client needs, issues efc] .
[Insert SMART objectives i.e. Specific, Measurable, Accurate, Realistic, Timely]

[Insert services and deliverables based on your Business Group description of standard services
available on the Engagement Letter page on the Au/NZ Professional Ajffairs Site on Mercer Link]

Instructions

We understand instructions with respect to the Services will be given to us by [Iusert name of
nominated contactf or histher designee.

Timeframe
We will begin our work for you on fInsert start date] and, assuming no unforeseen circumstances,
will endeavour to complete the Services by [Insert end date]. [Delete the following sentence as

appropriate] This assumes that we have received the necessary data and other information by [Insert
date]. 1f such information has not been received at that time, the timeframe will change.

Staffing .

[Insert staffing required to provide the services]

Fees and expenses

Our [estimate for] professional fees for providing the Services will be [Insert description of fee
arrangement and specify provision for GST].

If the Services or staffing requirements change, then our fees will be adjusted in advance by mutual
agreement [or if estimate only given insert “This estimate is not a quote, nor is it a cap on what we
may charge you. The actual amount of fees may be less than, or more than, this estimate. However,
we will give you a revised estimate if there is a substantial change in this estimate” ].

Legal304970148.3
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Our professional fees are exclusive of any expenses incwrred in connection with provision of the
Services. Expensessuch as.......ccoievniivirinncaninnn, will be charges in addition to our professional
fees.

Information and data required

The information and data we require in order to provide the Services are [Insert information and/or
data requirements as require or insert "We have all the information we will need to provide the
Services”].

Special terms

[insert if applicable]

Conclusion

‘We appreciate your business and look forward to working with you on this project. Please
acknowledge your agreement to this Statement of Work by signing a copy and returning it to us (by
post or email) or by continuing to instruct us. It is preferable that we both hold a signed copy and we

suggest you accept in this way.

Signed for and on behalf of

[insert name of Mercer operating entering into this SOWj

by its duly authorised representative = i (Principal)
..................... crensrerneesss Print name

Signed for and on behalf of the Client veeseaans O S PN

by its duly authorised representative ... S S Print name

Legal\304970148.3
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CEOQ REMUNERATION ADVICE RACING QUEENSLAND LIMITED

1

Introduction

In May 2013, Racing Queensland engaged Mercer to provide remuneration advice for the
position of Chief Executive Officer. The position is currently vacant and Racing Queensland is in
the process of recruiting for the position. This advice will inform Racing Queensland in its
remuneration offer to the successful candidate.

In providing this advice Mercer undertook the following activities:

+ Reviewed organisational and position documentation provided by Racing Queensland

+ Conducted a discussion with Michelle Hutchinson (Legal Counsel) and Ali Wade (Business
Services Manager) to gain an understanding of the organisational context

« Conducted a discussion with the Board Chair (Mr Kevin Dixon) to discuss the higher level
strategic objectives, priorities and challenges of the organisation and the Board’s
expectations of the CEOQO role

« Evaluated the role using the Mercer CED Job Evaluation methodology to generate a work
value outcome

* Reviewed the work value outcome against other similar positions in our database where
available to check for equity and consistency

» Sourced remuneration related data from our General Market database

* Provided recommended remuneration levels for the position

* Prepared and peer-reviewed this report.

MERGCER 1
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2

Organisational and Role Context

Racing Queensland Limited (RQL) is the control body for the thoroughbred, harness and
greyhound codes in Queensland and is responsible for the commercial and operational
management of the state’s racing industry. This includes administering racing rules, enforcing
safety and integrity standards, licensing industry participants and race clubs, administering
industry funding and commercial agreements, monitoring the condition of racecourses, and
working with racing clubs to ensure courses are developed to a suitable standard. RQL is
regulated by the Office of Racing. On 1 May 2013, RQL became a statutory body, from a
company limited by guarantee.

The organisation has three Sub-Boards representing each code. The Chairs of each of the Sub-
Boards sit on the overarching Board plus two other Non-Executive Directors. The organisation’s
revenue is approximately $160m, of which a significant portion is derived from a wagering
contract with Tattersalls. The organisation’s expenditure budget is of a similar value and any
profits made are distributed back into the industry. The Government has committed to provide
$110m to RQL over the next few years to fund critical industry infrastructure upgrades.

The CEOQ is responsible to the Board for leading the effective operations of RQL, working with
intemal and external stakeholders to develop strategies and business plans in order to meet the
overall direction set by the Board. The role also identifies opportunities to develop and grow the
racing industries including infrastructure and skills development. While the organisation’s aim is
not to be profit oriented, the CEO must ensure that the organisation’s revenue is optimised. The
wagering contract with Tattersalls will expire in 2014 and the CEQO will play a lead role in the
negotiation of a new contract that will derive optimal revenue for RQL.

Given the unique set up of the Sub-Boards and Board, one of the complexities of the CEO’s role
is managing the interests and expectations of Sub-Board and Board members who may often
have divergent interests and views. The CEO will take the collective view of the Sub-Boards and
formulate a set of operational objectives that meet the needs of all Sub-Boards.

The change in legal entity also results in additional challenges and requirements for the CEO.
Along with the associated reporting and compliance requirements is the challenge for the CEO
to develop a new organisational identity and ways of operating, transforming the organisation
from being a command and control organisation where industry was directed to comply with
regulations and policies to a more collaborative organisation where Racing Queensland works in
partnership with industry, consulting and brings them along the journey. This requires the CEO
to change the organisation’s culture and mind-set.

MERCER 2
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The role requires an individual with proven relevant industry experience, a good understanding
of the racing and related industries and the way in which a regulated wagering industry
operates, and a detailed understanding of the wagering, operational and integrity roles of a
racing regulatory body.

MERCER 3
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5

Work Value Assessment

In order to allow comparisons with positions of a similar size in the General Market, Mercer has
applied its CED Job Evaluation Methodology to conduct a work value assessment of the CEO
position. This system of job evaluation was developed in Australia to allow the systematic
evaluation of positions at all levels based on job content, skill requirements, the
business/organisational environment, job challenges and position accountabilities. The
methodology is widely used throughout Australia in many different industries and organisations
in both the public, private and not-for-profit sectors.

The Mercer CED Job Evaluation methodology is a points-factor system that examines eight sub-
factors shown by empirical research to be common across all jobs. These sub-factors are
grouped together into three broad factors, as identified in Table 1 below. Refer to Appendix A for
further information about the Mercer CED methodology.

Table 1: Mercer CED Job Evaluation Factors and Sub-Factors

Expertise  [the knowledge, skills and abilities needed to do the job]

Knowledge and Experience
Breadth
Interpersonal Skills

Judgement [the application of expertise in planning, managing and solving problems]

Job Environment
Reasoning

Accountability [the responsibility and authority of the position]

Independence and Influence
Impact
Involvement

Each factor is given a rating which is converted to points. The total points result in an overall
work value score for the position. It is important to note that the assessment is of the relative
work value of the position, not on the gualities that the individual brings to the job or the
standard of the individual’'s performance.

Based on our analysis of the position documentation and discussions Mercer considers that the

evaluation profile in Table 2 below appropriately and reasonably reflects the relative contribution
of the CEQ position.

MERCER
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Table 2: Work Value Assessment

Position Impact Expertise Judgement Accountability  Total
Chief Executive Officer ngfégrﬁ" G-5-e- 541 E5 356 F-4d 541 1438

It is important to note that this work value profile represents a ‘snapshot’ of the CEQO position at
the time of assessment and does not account for changes to the position that are expected in
the future. Mercer recommends that the position be re-evaluated if the role changes significantly
in terms of its accountabilities, operating environment, key challenges or where significant
organisational growth occurs.

MERCER 5
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4

Market Remuneration Data

In referencing market remuneration data, consideration needs to be given to the relevant market
to reference (e.g. General Market, regional market, industry or job family market) as well the
tar%eted pay policy positioning of the organisation (e.g. 25" percentile, 62™ percentile, median,
75" percentile).

Typically, organisations including statutory authorities in Queensland and nationally target the
General Market as the appropriate market sector on which to base executive remuneration.

Mercer has therefore sourced data from its General Market database to provide comparable
remuneration data for the CEO role. Mercer's General Market database contains actual
remuneration data for over 200,000 positions across all industries in Australia, excluding the
mainstream Public Service. The General Market provides a robust and defensible basis to
underpin reward decisions and recognises that for executive and managerial roles, talent can be
drawn from, and lost to, a variety of locations and sectors.

Remuneration data was sourced by referencing other positions with the same work value score
as the RQL CEO role, thus allowing a direct remuneration comparison to positions of similar
size.

Table 3 below provides Employment Cost or fixed remuneration data from the General Market
for positions of a comparable size. Fixed remuneration provides for an equitable basis for
remuneration comparisons as it includes base salary, superannuation and benefit items as well
as any fringe benefits tax (FBT) payable and is therefore a fuller representation of comparative
reward. Fixed remuneration data is provided at the 25" percentile, median, 62™ percentile and
75th percentile.

The 25" percentile represents the point where 25% of organisations pay less and 75% pay
more; the median represents the point where 50% of organisations pay less and 50% pay more;
the 62™ percentile is the point where 62% of organisations pay less and 38% pay more; and the
75" percentile is the point where 75% of organisations pay less and 25% pay more. All data is
current at April 2013 and is rounded to the nearest hundred dollars.

Table 3: Work Value Based General Market Employment Cost Data — April 2013

Employment Cost

Chief Executive Officer 1438 $345,300 $423,500 $468,600 $519,100

MERCER 6
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5

RACING QUEENSLAND LIMITED

Market Positioning and Remuneration Range

Market Positioning
In determining an appropriate remuneration level for the CEO role, consideration needs to be
given to the appropriate target pay position, which is influenced by a range of factors including:
Pay positioning of the relevant industry

Strategic positioning of the organisation (stable, rapid growth, market entry)

Profitability and affordability of the organisation i.e. capacity to pay

Calibre and availability of the required level of skills and capabilities in the market

Extent to which non-remuneration factors exist to attract and retain the CEO.

Figure 1 details the issues to be considered in determining the targeted pay policy position.

Figure 1

What Market Position Should Your Organisation Adopt?

Fixed

Remuneration 75th percentile
‘ 62nd percentile

50th percentile

(Market Median)
25th percentile

¥ Workvalue

MERCER

LOCAL OR INTERNAL EXTERNAL OR INDUSTRY
FACTORS FACTORS
@ high profitabifity J ® high industry demand for skills
© pew envionment or expansion in @ strong compelitor activity
marketplace ® positioning of peer group companies or
@ increasing labour force industry

@ high labour turnover

@ intent on attracting high calibre staff

@ uncertain job security

@ absenceof careerpath and long
term promotion opportunities

® fikely to include smaller/
entrepreneurial organisations

MATCHING THE MARKET @

@ ready supply of industry specific

@ low profitability skils
@ stable growth ° i v
weak competitor activity
# stable or reduced labour force # positioning of peer group companies
@ low labour turnover

@ content with well performing staff or; try

@ security in jpb and business stability
# career path and training provided as
part.of long term career development
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Based on Mercer's experience,

«  The 25" percentile is most commonly referenced by service organisations, not-for-profit
organisations and the public sector

«  The 50" percentile or market median is considered the common “community” benchmark
position and is commonly referenced by fully commercial operations in the private sector

« The 75" percentile reflects a more competitive pay position, and may be targeted by certain
organisations who wish to lead in the market, and who have capacity to pay e.g. resource-
based organisations.

In determining an appropriate remuneration positioning for the RQL CEQO, Mercer considered
the factors outlined in Table 4.

Table 4: Analysis of Key Remuneration Positioning Factors

Key Factor Description

Current remuneration positioning Queensland Public Sector executives are generally positioned

of Queensland public sector between the General Market Q1 and median. Specifically,

executives Queensland Government Owned Corporations pay up to the
General Market median and Queensland Statutory Authorities pay
between the General Market Q1 and the median, depending on the
nature of their operations.

Current remuneration positioning Remuneration positioning of executives in other State’s racing

of executives in other racing bodies in other states range between the General Market median to
bodies in other States the 62™ percentile.

Current remuneration positioning Executives in the Sporting sector are more commonly positioned at
of executives in the Sporting the General Market 62™ percentile

sector nationally

Specialised knowledge and skill The RQL CEOQ role requires proven successful relevant industry
requirements for the CEO role experience and an understanding of how a regulated wagering

industry operates. This specialised knowledge may not be readily
available in the General Market.

How RQL is positioned in relation The key factors relevant to RQL appear to fall between the two
to the key factors of relevance in  extremes shown in the model, which supports the need to ‘match’
Figure 1 the market from a remuneration perspective.

Based on the above considerations, Mercer recommends setting the pay policy for the CEO at
around the median of the General Market. In Mercer’s view this reflects a balanced positioning
outcome which will provide a competitive market positioning and facilitate the attraction and
retention of a suitably qualified individual. However, Mercer notes that the final determination will
be based on RQL’s capacity to pay.

MERCER 8
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Remuneration Range

In the General Market, it is typical to find that a remuneration range is applied around the market

rate (or remuneration midpoint) of a particular work value level in order to provide flexibility in

how remuneration is structured and managed and allows organisations to give due

consideration to other factors affecting reward such as to:

« Recognise and reward individual competence and whole-of-job performance

+ Recognise the value of particular, scarce individual skills that are not reflected in job sizing
or measurement techniques

* Provide flexibility to respond to specific market pressures during recruitment or in the need to
retain key individuals where the loss of valuable skills would place the organisation at risk.

In practical terms, this process establishes a remuneration range that can be used to guide
decisions about the remuneration that should be provided to the individual. For the RQL CEOQ,
Mercer recommends a + 15% remuneration range around the General Market median. The
application of a +15% remuneration range is conservative but competitive when compared with
market practice for profit organisations within the private sector, with ranges in the vicinity of +
20-30% for Executive positions.

Mercer considers that the remuneration range outlined in Table 5 (based on the General Market
median) will provide fair and reasonable EC or fixed remuneration for the position within the
current market. The range will provide RQL the flexibility to accommodate market pressures in
attracting a suitable candidate.

Table 5: Recommended Employment Cost Remuneration Ranges

Position Minimum (85%) GM Median (Midpoint) Maximum (115%)
Chief Executive Officer $360, 000 $423,500 $487,000

Determining the Remuneration within the Range
Table 6 overleaf details how Mercer would recommend that an appropriate position within a
range be determined for the successful candidate.

The competitive market rate or midpoint represents competent and complete performance of all
aspects of a position. Positioning in the bottom half of a range would typically be used for new
appointees or where the organisation is able to compete satisfactorily in the market for the
salary on offer. Remuneration in the upper half of the range would typically be assigned for high
calibre and highly experienced executives who demand a premium in the market.

MERGER 9
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Table 6: Positioning Remuneration within the Range

RACING QUEENSLAND LIMITED

Premium necessary to attract/ retain
suitably qualified and experienced people

Salary Range Competence Market Considerations
MAXIMUM = Considered to be of high calibre with =

significant and proven relevant

experience

« Considered an expert in the role

- market shortage

MID POINT « Considered capable/competent .
within the role

+ Contribution demonstrates all the
capabilities required at this level or in
this role, no significant development
is required

Need to make a sufficient salary offer to
attract suitable candidates

MINIMUM + Some capabilities have been .
demonstrated at this level; further
development is needed in order to
be in line with benchmark “capable”
expectations

MERCER

Skills available in the market

Succession plan in place and identified
internal candidates are available

10
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6

Summary

In reviewing the RQL CEO role, Mercer recommends that remuneration for the position be
positioned at the General Market median with a +15% range around that point. This range
positioning results in the following remuneration range:

Position Minimum (85%) GM Median (Midpoint) Maximum (115%)
Chief Executive Officer $360, 000 $423,500 $487,000

In determining an appropriate remuneration level for the successful candidate, consideration
should be given to the availability of skills in the market, calibre and competence of the
successful individual as well as the need to make a sufficient salary offer to attract suitable
candidates.

MERCER 11
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APPENDIX A

Mercer CED Methodology Overview

Job Evaluation is a method for assessing the work value of jobs. It provides a systematic and
defensible approach for the grading of positions and a sound basis for position classification
and remuneration management.

The Mercer CED Job Evaluation System is designed to measure the relative size of positions.
It measures the major components of job worth to achieve this. This widely-used method
examines the complexity of job demands of individual positions in a way that allows a
systematic and analytical comparison of positions. Information used in the job evaluation
process may come from interviews with incumbents or managers, from specifically designed
questionnaires completed by job incumbents and/or from position descriptions.

In conducting evaluations a position is measured in terms of the actual requirements of the
job, rather than the experience or skills possessed by the particular incumbent of the
position.

The Mercer CED Job Evaluation System expresses the worth of a position in work value

points. These points are determined by assessing eight sub factors which are based on a

systems approach to understanding jobs. This approach considers all jobs in terms of:

* The required inputs, defined in terms of the skills, knowledge and experience needed to do
the job. This is referred to as expertise.

* The processing components of the job, defined in terms of the complexity of tasks, and the
requirement for resolving problems. This is referred to as judgment.

* The outputs from the job, defined in terms of the impact, influence and independence of the
position. This is referred to as accountability.

The eight sub factors of the methodology are presented in further detail overleaf.

MERCER 12
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RACING QUEENSLAND LIMITED

( Expertise Factor
The expertise factor measures the

requirements of the position for
education, training and work
experience, the diversity of
individual tasks as well as
interpersonal skills.

MERCER

\

( Judgment Factor

The judgment factor evaluates

reasoning components of a job,

focusing on the task definition

and complexity, the constraining

within which employees need to
resolve problems and other
thinking challenges of the

position.

Accountability Factor \
This factor evaluates the nature of
the position’s authority and
involvement in managing the
organisation’s resources. It
includes the influence of the
position’s advice and
accountability for results of
decisions.

13
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