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e The GamblingData Core Estimate: Using the German ]
revenues of online market leader Bwin.Party Digital
Entertainment, and having confirmed with sources a rough
estimate of its current market share, GamblingData estimates
the German grey market to be currently worth between
€760m and €960m in annual gaming revenues.

¢ The Interstate Gambling Treaty: The Interstate Gambling
Treaty introduced a blanket ban on online gambling on
January 1, 2008, but will expire at the end of 2011. The new
draft treaty, agreed on by 15 of Germany’s 16 federal states,
proposes to regulate online sports betting with 20 licences and
a 5 percent turnover tax as well as maintaining a ban on online
poker and casino.

e Schleswig-Holstein: Meanwhile, Schleswig-Holstein is
pushing forward its own bill to regulate online sports betting,
poker and casino games with a 20 percent tax on gross profits.
Unless a compromise is reached between Schleswig-Holstein
and the remaining 15 federal states the alternative legislation
is due to be enacted on January 1, 2012, with licences to be
issued from March 1, 2012.

¢ The Grey Market: Although reduced significantly from the
orginally proposed 16.7 percent turnover tax, analysts suggest
the 5 percent rate remains commercially unattractive for online
operators. We estimate that, under this system, licensed online
sportsbooks would operate with a gross win margin of around
15 percent, putting them at a competitive disadvantage to
offshore operators with margins of around 7.5 percent.

The Ifo Institute for Economic Research estimates that online
gaming generated 8.9 percent (€850m) of total gaming
revenues of €9.57bn in 2009, up from 3.4 percent (€300m) €© GamblingData
in 2005. Analyst consensus dictates that the German online :
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market is currently split 50:30:20 between sports betting, London SE1 SRT
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¢ The Land-based Situation: According to the German Centre IR R o

for Addiction Issues, the regulated land-based gaming sector Scott Longley
generated turnover of €24bn, down 14.0 percent on the +44(0)207 921 9980
€27.9bn recorded in 2007, prior to the imposition of the scott@gamblingdata.com
Interstate Treaty.
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About GamblingData &

The global gaming industry is changing fast. With many jurisdictions in
transition between pre- and post-regulation, never has it been so
important to have access to reliable data information about the market.

GamblingData provides clients with essential country, sector and com-
pany analytics to help achieve the best possible understanding of the

underlying facts, figures and trends in support of their business, com-
petitor, product and market research activities.

GamblingData provides the facts, intelligence and analysis gaming
businesses need to make the most of the opportunities in a volatile
business environment.

We have a team of four dedicated business analysts researching, compil-
ing and analyzing relevant gambling data points from over 150 jurisdic-
tions.

We are able to provide tailored data research services specific to your
company requirements and/or access to an online database with histori-
cal data going back over 30 years.

Our database is updated in real time so you can be sure you are

accessing the latest available research and has some market leading
functionality allowing very focused intelligence gathering.
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Disclaimer @

In preparing this report GamblingCompliance Ltd. has made every effort to
ensure the accuracy of the contents of this report. However, no representa-
tion or warranty (express or implied) is given as to the accuracy or com-
pleteness of the information contained in this report.

Any reader, or their associated corporate entity, that relies on any informa-
tion contained in this report does so entirely at their own risk. Gambling-
Compliance Ltd. and its employees do not accept or assume any liability,
responsibility or duty of care for any consequences of you or anyone else
acting, or refraining to act, in reliance on the information contained in this
report or any decision based on it.

© Copyright 2011 GamblingCompliance Ltd. All rights reserved.
The intended use of this report is for purchasers only. No part of this report
may be (i) copied, photocopied or duplicated in any form by any means or

(i) redistributed or republished without the prior written consent of Gam-
blingCompliance Ltd.
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