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3. The answers should be given in English language. 
 

Subject Subject Code 

Integrative Case Study  (ICS - 405) 
 

 

Question (100 Marks) 
 

Crown Limited and Entertainment Business 
 

You are required to: 
 

1. Prepare a report by showing weaknesses of and threats that are likely to be faced by Crown Limited in 

relation to new investments proposals.                     (10 Marks) 
 

2. Analyse the external environment of the Crown Colombo by referring to TEMPLES model. (15 Marks)        
 

3. Explain possible corporate governance and regulatory issues of Crown Colombo.       (15 Marks) 
 

4. Write a report to the Chairman of Crown Limited on the assessment of competitive position of Crown 

Colombo by referring to threat of new entrance, power of buyers, power of suppliers, threat of substitutes 

and assuming that you have been appointed as a consultant.              (20 Marks) 
 

5. Explain the possible socio economic and political consequences and their impact on the economy 

assuming the new investment would successfully complete by 2016.           (20 Marks) 
 

6. Discuss the possible strategies that Crown Colombo can adopt with a view to hold a competitive edge in 

the market by 2020.                   (20 Marks) 

 (Total 100 Marks) 
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Crown Limited and Entertainment Business 
 

Scenario I 

Brief History 

Crown Limited was established in 2007 and is one of Australia's largest gaming and entertainment businesses 

comprising of casino, hotels, properties, function, shopping and entertainment facilities and restaurants. Crown 

is also a registered training organization with a state-of-the-art training facilities.  The Crown Limited was 

formed as a result of acquiring Publishing and Broadcasting Limited (PBL) in which the Chairman Mr. James 

Packer has a controlling interest. 
 

The Crown is diversifying its businesses and possessing the control of many entities. Crown Casino and 

Entertainment Complex in Melbourne (Crown Casino) and Crown Perth Entertainment Complex, in Perth 

(Burswood Entertainment Complex) are two major entertainment companies which the Crown holds 100% 

equity of them.  In addition the following entertainment businesses contribute to the group income from 

entertainment significantly. 
 

Aspinalls United Kingdom casinos (50%) 
 

Betfair Australasia Pty Ltd: an online betting exchange (50%) 
 

Melco Crown Entertainment (Macau) Limited: a joint venture developing casino/hotel properties on the Cotai 

Strip in Macau, including City of Dreams (34%) 
 

Cannery Casino Resorts LLC: which operates casinos and hotels in Nevada and Western Pennsylvania, USA 

(24.5%)? 
 

Aspers Holdings (Jersey) Limited: a casino business in the United Kingdom 
 

Meantime, Australian government invited the Crown  to start the next stage of developing a six star hotel 

including VIP gaming facilities in New South Wales near Sydney Harbour. The Crown has accepted the 

conditions of the invitation and is expected to run by Crown Perth. The hotel is supposed to have 350 rooms and 

suits, 80 luxury apartments, signature restaurants, bars, luxury retail outlets, pool and SPA facilities, conference 

rooms and VIP gaming facilities. If this project would be completed successfully that will be the first 6 star hotel 

in Sydney. The Crown has already initiated the work on designing the hotel. However, an independent 

committee has been appointed by New South Wales government chaired by former head of Australian Future 

Fund David Murray to determine whether the agreement formulated is consistent with the project terms and 

conditions established in stage 2 which is operated by Crown Melbourne and has connection with the new stage. 
 

The management is considering new investment proposals as a part of its expansion strategy. One of such 

investment proposals is to diversify its investment to an emerging market in Sri Lanka (Crown Colombo -Lake 

Limited Holdings). After several rounds of discussions and negotiations, the Sri Lankan government has given 

the approval to James Packer to invest in a two tower building in Colombo. This project is expected to be 

completed and start its operations. 
 

Crown Casino and Entertainment Complex (Melbourne) 

This wholly owned subsidiary located in Melbourne, Australia and started its operations in 1994.  It was 

originally founded, owned and run by Lloyd Williams a businessman until 1999 when Packer took over it 

through PBL. The entire complex has a space of 510,000 square meters and is considered to be one of the largest 

in the world. Children under 18 are permitted only to the entertainment and shopping section of complex, but 

not into the gaming area or areas serving alcohol. It is open for 24 hours a day, 7 days a week except for few 

national holidays. 
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It has the license for 500 table games and 2,500 poker machines. Crown provides the six main casino games 

namely Blackjack, Craps, PaiGow, Poker, Baccarat and Roulette. Crown was the first to introduce an electronic 

version of Roulette known as Rapid Roulette where all gaming   takes place on a personal electronic touch 

screen connected to a central roulette wheel. With respect to poker gaming, the Crown is considered to be one of 

the major centres for competitive poker in the Asia-Pacific region.     
 

The Crown Entertainment Complex launched in 2009 has several nightclubs, a Village Cinema complex and 

multiple restaurants. The complex also facilitates for an electronic games arcade, laser tag game and bowling 

alley. Club members of the entertainment complex can earn points on every dollar spent at most outlets within 

the Crown complex. These points are redeemed for goods and services within the complex. On average the 

expected amount of points earned in the year 2013 amounted to US $ 10 million. 
 

Crown casino runs three hotels within its premises. Crown Metropol is a 5 star hotel having 658 rooms and the 

largest in terms of number of rooms available in an Australian hotel.  Crown Towers is also a 5-star Luxury 

hotel with 481 rooms and Villas over 38 floors offering guests unparalleled opulence and grandeur 

accommodation. The other one is Crown Promenade which consists of 465 rooms and provides leisure and is 

the only purpose built hotel conference facilities. 
 

Crown Casino has established modern technology in all the gaming areas and business operations including the 

internal controls. However, it was reported in 2013 that one had infiltrated to the system and defrauded a huge 

amount of money which is more than US $ 30 million. 
 

During the year, the equity in Echo Entertainment Group Limited was disposed by incurring a loss of $95.6 

million. CEO of the Crown said admitted that consumer sentiments in general and particularly in Melbourne is 

becoming weakening now despite the fact that Crown Casino Melbourne reported an increase of EBITDA by 

7.1% compared to the previous year. 
 

Victorian Commission for Gambling Regulation (VCGR) has been vested with powers to oversee the operations 

of Crown Casino to make sure that Crown conforms to Victorian Gambling laws. VCGR also investigates in to 

grievances of affected parties. VCGR has the evidence that Crown has been repeatedly charged and fined for 

minor breaches of the Casino Control Act 1991 in many occasions. 

 

Crown Perth 

Crown Perth is located in Perth and provides 24-hour casino, a wide range of restaurants and bars, two hotels, a 

Convention Centre, nightclub, a theatre with 2,300 searing capacity. The early operations showed high public 

interest in the casino and reported a gross profit of US $ 1 million per day for its first two months thus showing 

flourishing results which is much greater than expected annual gross profit of US$ 100 million. People were 

reportedly in the queue at the entrance for hours as the gaming floor to enter the premises. 

 
In 2004, Publishing and Broadcasting Limited (PBL), whose principal shareholder was Kerry Packer, acquired 

full control of Crown Perth Casino. In 2007 PBL sold it to   Crown Limited which is now controlled by James 

Packer, the son of Kerry Packer. 
 

It opened “Riviera Room” a new gaming room which is open to the general public in 2007. In December 2008, a 

new world-class dedicated poker room featuring plasma screens, dedicated bar and lounge area was opened. In 

2012, operations were re-branded in line with sister complex Crown Casino Melbourne upon completion of a 

US$750 million refurbishment. 
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A new project is now underway to construct a 500 room 'six star' hotel within the premises of Crown Perth at a 

cost of US$568 million including VIP gaming facilities. The facilities of the hotel will further include luxury 

apartments, signature restaurants, bars, luxury retail outlets, pool and SPA facilities and conference rooms.  This 

project is expected to be completed by 2016. If this project would be completed successfully that will be the first 

6 star hotel in Sydney. The premier of the Government of Western Australia has already announced its support 

to Crown Perth admitting that his government was backing a bid by Crown to increase its number of poker 

machines by 500, and the number of gaming tables by 130. This proposal would increase the number of poker 

machines to 2,500 and gaming tables to 350. However, an independent committee has been appointed by New 

South Wales government chaired by former head of Australian Future Fund David Murray to determine whether 

the agreement formulated   is consistent with the project terms and conditions established in stage 2 which is 

operated by Crown Melbourne and has connection with the new stage. 
 

With this proposal, Crown further entered into an agreement with the state government to provide the land for 

US$ 60 million and not to object the increase in gambling facilities. However, this proposal was controversial 

and criticized by many on the ground that it is detrimental to public interest. Independent senator Nick 

Xenophon had mentioned that “James Packer knows he has just been handed the gift that will give him hundreds 

of millions of dollars for years to come." In the same way, Ian Carter, chief executive of Anglicare Western 

Australia was highly concerned about the cost to the community and has told ABC Radio "The Productivity 

Commission report and a whole range of other reports around this country have clearly highlighted the cost to 

our community of gaming machines and poker machines."  

 

Federal government review in 1998 had also found that restrictions should apply on the following in order to 

protect the public interest by refereeing to Casino Agreement Act of 1985 and Regulations of the Government of 

Western Australia. 

• limits on prizes and play amounts for amusement games with prizes; 

• limits on the number of bingo permits; 

• payout ratios and minimum and maximum wagers for minor lotteries; 

• the ability to set license fees and taxes should remain, measures taken to ensure that in future, 

competing casino operators are treated equally and that license fees are limited to cost recovery; 

• the licensing of casinos, games and the rules of games, and employees; 

• the approval needed for Casino supply contracts; 

• the ability of the Minister to approve certain ownership transactions and certain operating decisions; 

• the restriction of the use of credit wagering at the Casino; 

• the period of exclusivity for the Casino; 

• the conditions imposed on new casinos beyond the period of exclusivity; and 

• the monopoly over Casino style games and variants restricted to Burswood and any new casino beyond 

the period of exclusivity. 
 

Betfair 

Betfair Group plc was founded in 2000 and is considered to be the world's largest Internet betting including 

horseracing based in West London, England. In 2003, the company was one of about 50 recipients of the 

Queen's Awards for Enterprise in the Innovation category. In addition, Betfair obtained the licenses to operate in 

Malta, Austria, Germany and Tasmania. After several years, Betfair floated on the London Stock Exchange in 

2010 and subsequently, it moved some of its operations to Gibraltar to evade income tax. Betfair has reported to 

have over 4 million customers and annual turnover of £2,500 million a week. 
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It was later found that Betfair was violating the ban on the use of betting exchanges which took effect in 

Western Australia in 2007. Lots of allegations were leveled against Betfair on the ground that the live 

transmissions are purposely delayed by few seconds that so an opportunity is created for manipulations of bets.  

In September 2009, the Advertising Standards Authority (ASA) banned Betfair from running two billboard 

advertisements which claimed that their starting Price offered a 40% better return, over the industry. The ASA 

found that only 10% of the bets used by Betfair in their calculations yielded at least 40% better returns than the 

industry. 

 

Aspinall's 

Aspinall's is a private gambling club established by John Aspinall since the 1960s and located in London. Club 

founder, John Aspinall a conservationist and the stepson of Sir George Osborne. In its earlier days, Aspinall's 

clientele comprised the traditional aristocratic elite who gambled away their inheritances. However, due to 

decrease in elites involvement in gambling and pubic displeasure which grew over time, it forced Aspinall's to 

move its business to new lands. 
 
 

Melco International Development 

Melco International Development Limited started its operations in 1910 in Hong Kong. Subsequently it was 

listed on the Hong Kong Stock Exchange in 1927. Melco engages in leisure, gambling and entertainment, 

technology, and property businesses in Hong Kong, Macau, and the Philippines. In 2004, the company entered 

in to a joint venture with Crown Limited to establish Melco Crown Entertainment Limited (Melco Crown). In 

2011, Melco Crown acquired a 60% interest in Macau Studio City, a large-scale integrated resort project. 

 

Cannery Casino Resorts (CCR) 

CCR is a gaming business established in 2001 in USA and develops and manages hotels and casinos across the 

country. CCR is owned by Millennium Gaming and Oaktree Capital Management. In 2002, CCR took the 

control of the Regent Casino in Summerlin and rebranded it as Rampart Casino. In a bid to expand its casino 

business, company was lobbying to legalize casinos in New Hampshire by proposing a $450 million investment 

with 5,000 gaming machines but it was unsuccessful in 2006. 
 

In December 2009, Crown Limited bought 24.5% of CCR stake in 2007 for $370 million and paid a termination 

fee of $50 million for the breach of contract to buy the entire company for an agreed amount of $1.75 billion.  

CCR’s lease of the Rampart Casino expired in 2012 but owners decided to continue its own casino instead of 

renewing the agreement. 
 

Aspers 

The business is located in London and was impacted by disruptions arising from London Olympics. However, it 

showed a progress in the later part of the year. In addition, Aspers is now on to a new investment in Casino in 

Keynes and expects to open before end of December 2013. However, this project has been financed by the 

parent company and it amounted to UK pound 63.3 million as at 30 June 2013. 

 

Business Acquisitions, disposal and losses 

In 2008, Crown Limited entered to  the Las Vegas gambling market by acquiring about 20% of stake in 

Fontainebleau Resorts for US $ S250 million but it resulted a total loss to Crown as the other investors withdrew  

the capital thus forcing for  bankruptcy applications. Similarly Crown suffered losses in Gateway Casinos, 

Harrah's Entertainment and Station Casinos amounting to US$ 547.5 million. Crown Casino Melbourne also 

sold the equity interest in Echo Entertainment Group Limited during the year by incurring a loss of $95.6 

million. 
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Other Controlled Entities 

Within the Crown group the following entities are fully controlled by the crown in addition to above entities.  
 

Name of the Entity  Country 

Artra Pty Ltd  Australia 

Burswood Nominees  Australia 

Burswood Resort (Management) Ltd  Australia 

Crown Asia Investments Limited  Australia 

Crown Australia Pty Ltd  Australia 

Crown Capital Golf Pty Ltd  Australia 

Crown Cyprus Limited  Australia 

Crown CCR Group Holdings One Pty Ltd  Australia 

Crown CCR Group Holdings Two Pty Ltd  Australia 

Crown CPS Holdings Pty Ltd  Australia 

Crown Entertainment Group Holdings Pty Ltd  Australia 

Crown Gateway Luxembourg Pty Ltd  Australia 

Crown Group Finance Limited  Australia 

Crown Group Securities Ltd  Australia 

Crown Management Holdings Pty Ltd  Australia 

Crown Management Pty Ltd  Australia 

Crown North America Holdings One Pty Ltd  Australia 

Crown Overseas Investments Pty Ltd  Australia 

Crown Services (US) LLC Australia 

Crown (Western Australia) Pty Ltd  Australia 

Flienn Pty Ltd  Australia 

Jade West Entertainment Pty Ltd  Australia 

Jemtex Pty Ltd  Australia 

Nine Television (Netherlands Antilles) Pty Ltd  Australia 

Pennwin Pty Ltd Australia 

Publishing and Broadcasting (Finance) Ltd  Australia 

Renga Pty Ltd Australia 

Crown CCR Group Holdings General Partnership  USA 

Crown CCR Group Investments One LLC USA 

Crown CCR Group Investments Two LLC  USA 

Crown CCR Holdings LLC  USA 

Crown North America Investments LLC  USA 

Crown Sydney Pty Ltd USA 

Crown UK Investments Ltd  United Kingdom 

PBL (CI) Finance Limited   Cayman Islands 

Publishing and Broadcasting International Holdings Ltd   Bahamas 

 

Nevada Government Regulations 

Crown Limited is registered as a publicly traded corporation in the state of Nevada and as a result it has to 

comply with lot of regulatory requirements and rules to continue its licenses to operate as the gaming industry in 

Nevada is highly regulated.  These laws, rules and regulations generally cover the responsibility, financial 

stability and character of the owners, managers and persons with financial interest in gaming operations. 
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Crown Melbourne and Crown Perth are also regulated in a similar manner by the Victorian Commission for 

Gambling and Liquor Regulation and the Western Australian Department of Racing Gaming and Liquor, 

respectively. As per the laws and regulations & declarations of public policy including the following aspects 

should be made. 

• Prevention of unsuitable persons from having involvement with gaming. 

• Establishment and maintenance of responsible accounting practices. 

• Maintenance of effective controls over the financial practices of licensees and the safeguarding of assets 

and revenues. 

• Prevention of cheating and fraudulent practices. 
 

The Nevada Gaming Authorities has the power to investigate any individual who has a material relationship or 

material involvement with, Crown or any of the licensed subsidiaries to determine whether such individual is 

suitable or should be licensed as a business associate of a gaming licensee.  In a case if the Nevada Gaming 

Authorities find an officer, Director or key employee unsuitable for licensing or to continue having a 

relationship with Crown, such company would have to sever all relationships with that person. 

 

If the Nevada Commission determined that Crown or a licensed subsidiary violated the Nevada Act, it could 

limit, condition, suspend or revoke  Crown’s Nevada gaming licenses and subject to substantial fines.  Further 

any person who acquires more than 5% of any class of Crown’s voting securities should report the acquisition to 

the Nevada Commission. Since Crown is involved in gaming business outside of Nevada, it is required to 

deposit with the Nevada Board and maintain a revolving fund in the amount of US$10,000 to pay the expenses 

of investigation by the Nevada Board. 
 

Corporate Governance 

The Board has specifically mentioned that the company is committed to implement and maintain good corporate 

governance practices within the crown group. These practices are said to have been set by referring to 

recommendations given by the Australian Securities Exchange. Accordingly, Crown has stipulated eight 

principles on which corporate governance is practiced. 
 

Principle 1: Lay Solid Foundations for Management and Oversight  

Principle 2: Structure the Board to add value  

Principle 3: Promote Ethical and Responsible Decision-Making  

Principle 4: Safeguard Integrity in Financial Reporting  

Principle 5: Make Timely and Balanced Disclosure  

Principle 6: Respect the Rights of Shareholders  

Principle 7: Recognize and Manage Risk  

Principle 8: Remunerate Fairly and Responsibly  
 

Board of Directors of Crown Limited 

There are 12 directors on the board with a majority of non executive directors. Directors have been appointed 

from various fields with a view to bring the expertise the company and expanding the image. In line with 

corporate governance guidelines, the board has formed several committees within the board namely Audit, 

Corporate Governance, Finance, Remuneration, Nomination, Investment, Environmental, Occupational Health, 

Safety & Environment, Responsible Gaming and Risk Management. List of directors are given below. 
 

James Packer (Executive Chairman) 

Mr. Packer is also the Executive Chairman of Consolidated Press Holdings Limited, which holds 48 % of equity 

in Crown Limited. He is also a director of Crown Melbourne Limited, Burswood Entertainment complex 

(Crown Perth) and Melco Crown Entertainment Limited. In addition he serves as the chairman of the Crown 

Investment Committee. 



Institute of Certified Management Accountants of Sri Lanka 
Level 5 - Integrative Case Study (ICS – 405) – November 2013 Examination 

8

John H. Alexander (Executive Deputy Chairman) 
Mr. Alexander is the Executive Deputy Chairman and is also a director of sister companies, including Seven 

West Media Limited, Crown Melbourne Limited, Burswood Entertainment complex, and Aspers Holdings  

Limited. He is also a member of the Crown Investment Committee. 
 

Benjamin A. Brazil (Independent, Non-Executive Director) 

Mr. Brazil is the Chairman of the Crown Audit and Corporate Governance Committee and a member of the 

Crown Finance Committee.  He is also an Executive Director of Macquarie Group Limited. He originally 

commenced employment at Macquarie in 1994 and has operated across a range of geographies and business 

lines during the course of his career. 
 

Ms. Helen A. Coonan (Independent, Non-Executive Director) 

Ms. Helen Coonan is a former Senator for New South Wales serving in the Australian Parliament from 1996-

2011. Prior to entering Parliament she worked as a lawyer including as principal of her own legal firm, as a 

partner in law firm Gardens, as a commercial barrister in Australia and as an attorney in New York. Ms Coonan 

served as the Deputy leader of the Government in the Senate. She was appointed to Cabinet as the former 

Minister for Communications, Information Technology and the Arts and was shareholder Minister for Telstra 

Corporation and Australia Post. 
 

Christopher D. Corrigan (Independent, Non-Executive Director) 

From March 1990 to July 2006, Mr Corrigan was Managing Director of Patrick Corporation Limited, 

Australia’s largest container terminal operator and stevedore. Mr. Corrigan is a member of the Crown 

Nomination and Remuneration Committee. 
 

Rowen B. Craigie (Chief Executive Officer and Managing Director) 

Mr. Craigie is the Chief Executive Officer (CEO) and Managing Director in 2007. He is also a director of 

Burswood Limited, Melco Crown Entertainment Limited and Aspers Holdings (Jersey) Limited. MrCraigie 

previously served from 2005 to 2007 as the Chief Executive Officer of PBL Gaming and as the CEO of Crown 

Melbourne Limited from 2002 to 2007. Mr. Craigie joined Crown Melbourne Limited in 1993 and was 

appointed as the Executive General Manager of its Gaming Machines department in 1996 and was promoted to 

Chief Operating Officer in 2000. He also is a member of Crown's Investment, Occupational Health, Safety & 

Environment, Responsible Gaming and Risk Management Committees. 
 

Rowena Danziger (Independent, Non-Executive Director) 

Mrs. Danziger was the Headmistress at Ascham School in Sydney from 1973 to 2003. She is currently 

Chairperson of The Foundation of the Art Gallery of NSW. Mrs. Danziger is also a Director of Crown 

Melbourne Limited and is Chair of the Crown Limited Occupational Health, Safety & Environment Committee 

and a member of the Crown Audit & Corporate Governance, Risk Management and Responsible Gaming 

Committees. 
 

Geoffrey J. Dixon (Independent, Non-Executive Director) 

Mr. Dixon is Chairman of the Australian Government’s major tourism marketing organization Tourism 

Australia. Mr. Dixon was Managing Director and Chief Executive Officer of Qantas Airways Limited from 

2001 to 2008. He is the Chairman of the Crown Finance, Nomination and Remuneration and Risk Management 

Committees. 
 

Professor John S. Horvath (Independent, Non-Executive Director) 

Professor John Horvath was the Australian Government Chief Medical Officer from 2003-2009 and is a Fellow 

of the Royal Australasian College of Physicians and is a distinguished practitioner, researcher and teacher.  He 

is a member of the Advisory Board to the World Health Organisation Influenza Collaborating Centre. Professor 

Horvath is the Chair of the Crown Responsible Gaming Committee and a member of the Crown Occupational 

Health, Safety & Environment Committee. 
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Ashok Jacob (Non-independent, Non-Executive Director) 

Mr. Jacob is the Chairman of Ellerston Capital. Mr. Jacob was the CEO of Consolidated Press Holdings Limited 

from 2006 to 2011.  He serves to the Crown as a member of the Crown Investment Committee. 
 

Michael R. Johnston (Non-independent, Non-Executive Director) 

Mr. Johnston is the Finance Director of Consolidated Press Holdings Limited, having previously been an 

advisor to the Consolidated Press Holdings Limited Group for 17 years. He was a senior partner in the 

Australian member firm of Ernst & Young and serves as a member of the Crown Audit and Corporate 

Governance, Finance, and Occupational Health, Safety and Environment Committees. 
 

Harold C. Mitchell (Independent, Non-Executive Director) 

Harold Mitchell is the founder of Mitchell & Partners and Executive Chairman of Aegis Media Pacific and 

serves as a member of the Crown Nomination and Remuneration Committee. 
 

Remuneration and Shareholders’ Response 
Crown seeks to attract, retain and motivate skilled directors and senior executives in leadership positions of the 

highest caliber. Crown’s remuneration philosophy is to ensure that remuneration packages properly reflect a 

person’s duties and responsibilities, that remuneration is appropriate and competitive both internally and as 

against comparable companies. It further believes that there should be a direct link between remuneration and 

performance. Different remuneration structures are in place for Non-Executive Directors and senior executives. 

Accordingly non-executive directors are entitled only to a fixed remuneration where senior executives receive 

both fixed and performance based incentives. The Nomination and Remuneration Committee solely comprises 

of Non-Executive independent directors. 
 

Senior Executive remuneration structure is therefore tied with the strategies of crown limited.  The fixed 

remuneration typically includes base salary and superannuation at the rate prescribed under the Superannuation 

Guarantee legislation, mobile telephone costs, complimentary privileges at Crown Melbourne and Crown Perth 

and may include other benefits such as a motor vehicle, additional contribution to superannuation, car parking 

and staff gym membership. The performance based component aligns the rewards attainable by Senior 

Executives with the achievement of particular annual and long term objectives of the Crown and the creation of 

shareholder value over short and long term. The performance based component comprises of   short term 

incentives (STI) and long term incentives (LTI). STI is paid based on previous year financial performance 

(Earnings Before Interest Tax Depreciation and Amortization -EBITDA) and individual performance against 

agreed annual KPOs. LTI is dependent on achievement of earnings per share hurdles (EPS) at least for four 

years. 
 

At the Annual General Meeting in 2011, shareholders representing more than 25% of the voted against the 

Remuneration Report on the ground that it was unfair and management and directors are getting high 

remunerations and not disclosing the rationale for long term incentive scheme for directors and managers. As 

per the Corporations Act 2001, this protest vote is known as the first strike, an indication that if corrective 

actions are not taken by the management and directors shareholders would take a decision to spill the entire 

board. 
 

Remuneration report had loosely mentioned that long term incentive scheme was proposed in such a manner to 

improve “earnings per share targets”. However, shareholders further requested to disclose the reasons as to why 

high level of fixed remuneration has been designed for the Chief Executive Officer and the Managing Director. 

Also they requested the disclosure of the following. 

• how the earnings per share targets are developed and set. 

• why “earnings per share” is an appropriate target for the Crown long term Investment. 

• what the earnings per share targets over the life of the Crown long term Investment are 

• certain features of the Crown’s long term Investment such as the right of participants to receive 

dividends, the ability of the Plan to respond to control or capital reconstruction events. 
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Even though, some vague responses were given in Crown’s 2012 Remuneration Report it did not amend its 

overall remuneration policy. In response to the inadequate response from the company, shareholders opted to go 

for the second strike to remove the entire board. However it was not successful as Mr. Packer challenged 

shareholders saying that if the board was spilled through the second strike, he would reappoint the same board 

by using his voting rights and powers. 

 

Debt Structure 

The group debt structure at the end of last two years is given below: 

 

2012 

$' 000 

2013 

$' 000 

Bank Debt  1,324,600 412,300 

Finance Lease   - 11,400 

Capital Market (Bonds) 370,100 1,211,600 

Total  1,694,700 1,635,300 

 
The average maturity period of debt is around 5 years. Further, the undrawn bank facility that had been obtained at 
the end of year 2013 amounted to $ 1,126.6 million. The rating by S & P and Fitch is BBB whereas Moody’s rating 
is Baa2. 
 
The following appendices in relation to some financial figures are given below.  
 
Appendix 1:  Share Price, EPS and Dividend Per share for last five years. 
(The share price as at the end of August was above $15 per share)  
 

  2009 2010 2011 2012 2013 

Share price at end of period  $ 7.27 7.77 8.93 8.49 10.2 

Full year dividend (cents) 37 37 37 37 37 

Diluted earnings per share (Cents) 33.74 38.54 44.29 69.78 54.34 
 
 

 Appendix 2:  Comprehensive Income statement ($’000) 

  2009 2010 2011 2012 2013 

Revenues   2,299,624  2,342,248  2,409,241  2,808,870  2,894,804  

Other Income  152  10,455  403  426  183  

Expenses  (3,112,178) (1,811,811) (1,959,351) (2,214,766) (2,467,540) 

Share of profits/(losses) of associates 

and joint venture entities  (125,959) (69,457) 32,366  138,872  147,911  

Profit before income tax and finance 

costs   (938,361) 471,435  482,659  733,402  575,358  

Finance costs  (187,412) (84,126) (75,545) (113,584) (133,446) 

Profit before income tax (1,125,773) 387,309  407,114  619,818  441,912  

Income tax expense  (72,131) (95,016) (71,259) (106,493) (46,125) 

Net profit after tax  (1,197,904) 292,293  335,855  513,325  395,787  

Other Comprehensive Income      

   Foreign currency translation 186,469  (63,781) (205,916) 40,385  204  

Movement in cash flow hedge reserve (63,900) 30,680 (19,230) 32,941  134,621  

Unrealized Gain/(Loss) on Investment 

in Associates 181,506  (4,061) 500  (328) 17383 

Other comprehensive income/(loss) 

for the period, net of income tax 304,075  (37,162) (224,646) 72,998  152,208  

Total comprehensive income/(loss) 

for the period (893,829) 255,131  111,209  586,323  547,995  
 



Institute of Certified Management Accountants of Sri Lanka 
Level 5 - Integrative Case Study (ICS – 405) – November 2013 Examination 

11 

Appendix 3:  Statement of Financial Position ($'000) 

 

2009 2010 2011 2012 2013 

Current Assets           

Cash and cash equivalents  515,498 196,395 183,699 149,353 205,511 

Trade and other receivables  144,657 147,252 123,756 201,734 257,459 

Inventories  15,293 16,328 18,070 11,850 12,639 

Prepayments  12,335 12,197 17,122 18,693 17,476 

Other financial assets  - 1,971 7,775 337 1,568 

Total current assets  687,783 374,143 350,422 381,967 494,653 
      

Non-current assets           

Receivables  236,837 128,158 131,477 102,867 126822 

Other financial assets  86,313 106,634 24,051   925 

Investments  - 6,045 98,658 454,338 89671 

Investments in associates   1,095,150 1,029,669 851,721 1,088,744 1403037 

Property, plant and equipment   2,134,630 2,320,459 2,514,905 2,804,379 2865462 

Licenses   659,397 651,926 664,455 656,983 649511 

Other intangible assets   182,336 175,370 213,030 207,772 204572 

Deferred tax assets  140,138 111,081 108,731 112,640 112212 

Other assets   68,371 65,636 66,325 62,840 62780 

Total Non-Current Assets 4,603,172 4,594,978 4,673,353 5,490,563 5,514,992 

Total assets  5,290,955 4,969,121 5,023,775 5,872,530 6,009,645 

      

Current Liabilities           

Trade and other payables   292,769 292,283 237,889 325,731 296581 

Interest-bearing loans and borrowings   20,000 135,236 19,752 29,077 81395 

Income tax payable  37,141 33,117 39,025 100,598 53642 

Provisions   120,884 113,320 102,917 101,977 120262 

Other financial liabilities   3,400 - 2,276 22,221 - 

Total current liabilities  474,194 573,956 401,859 579,604 551,880 
      

Non-current liabilities           

Other payables  4,097 67   138 138 

Interest-bearing loans and borrowings   1,037,158 712,758 1,049,707 1,665,589 1,553,868 

Deferred tax liabilities   235,167 207,098 209,925 205,605 202,235 

Provisions   43,509 15,337 27,699 38,183 44,304 

Other financial liabilities   60,500 40,600 74,225 8,661 4,619 

Total non-current liabilities  1,380,431 975,860 1,361,556 1,918,176 1,805,164 

Total liabilities 1,854,625 1,549,816 1,763,415 2,497,780 2,357,044 

Net assets  3,436,330 3,419,305 3,260,360 3,374,750 3,652,601 
      

Equity           

Contributed equity  634,364 638,690 645,475 446,763 446,763 

Treasury shares 

  

  (480) (1,118) 

Reserves   483,978 448,751 225,788 298,786 450,994 

Retained earnings  2,317,988 2,331,864 2,389,097 2,629,681 2,755,962 

Total equity  3,436,330 3,419,305 3,260,360 3,374,750 3,652,601 
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Appendix 4: Segmental Information on Group Revenue for last five years ($’000)  

 

2009 2010 2011 2012 2013 

Main floor gaming  1,253,132 1,272,967 1,344,427 1,432,942 1,484,291 

VIP program play  501,143 585,305 521,372 797,318 790,066 

Non Gaming   440,913 483,473 535,071 567,907 611,337 

Intersegment -120 -142 -194 -393 -3,743 

Interest revenue  104,708 11,100 8,968 11,522 13,036 

Total revenue  2,299,776 2,352,703 2,409,644 2,809,296 2,894,987 

 
Appendix 5: Cash Flow Statement ($’000) 

2009 2010 2011 2012 2013 

Cash flows from operating activities 

Receipts from customers  2,209,937 2,325,096 2,438,649 2,764,378 2,846,300 

Payments to suppliers and employees (1,581,916) (1,660,736) (1,833,769) (2,027,218) (2,130,086) 

Dividends received  15 26 19 4,628 3,328 

Interest received  88,335 7,301 5,377 7,124 9,842 

Borrowing costs  (251,325) (89,773) (86,002) (122,459) (138,052) 

Income tax paid        (82,610)      (114,457)        (73,305)        (55,753)        (95,134) 

Net cash flows from/(used in) operating activities  382,436 467,457 450,969 570,700 496,198 

 

Cash flows from investing activities           

Purchase of property, plant and equipment       (389,026)      (356,270)      (351,537)      (464,403)      (253,620) 

Proceeds from sale of property, plant and equipment  128 13,809 454 461 183 

Payment in respect of licenses - - (20,000) - - 

Payment for purchases of equity investments  (12,125) - (15,106) - - 

Payment for the acquisition of controlled entities   - - (55,134) - - 

Payment for purchases of investments  (575,332) (20,584) -  (261,676) (66,938) 

Net proceeds from sale of equity investments  76,266 84,671 - 6,632 261,332 

Loans to associated entities  (84,076) (4,000) (51,188) (27,364) (12,644) 

Repayment of loans from associated entities   - - 28,051 - - 

Other          (3,712)          (3,177)          (2,686)          (3,300)             2,689 

Net cash flows from/(used in) investing activities (987,877) (285,551) (467,146) (749,650) (68,998) 

 

Cash flows from financing activities           

Proceeds from borrowings  3,442,768 250,000 660,341 962,542 2,083,708 

Repayment of borrowings  (5,285,054) (450,000) (384,600) (347,786) (2,191,326) 

Dividends paid  (331,191) (278,417) (278,622) (272,741) (269,506) 

Payment for share buy-back  - - - (238,057) - 

Proceeds from Equity Raising  337,150 - - - - 

ESP proceeds received           39,065             2,893             6,785          39,345                     - 

Net cash flows from/(used in) financing activities   (1,797,262)     (475,524)             3,904        143,303     (377,124) 

Net increase/(decrease) in cash and cash equivalents   (2,402,703)     (293,618)        (12,273)        (35,647)          50,076 

Cash and cash equivalents at the beginning of the financial year  2,362,964 515,498 196,395 183,699 149,353 

Effect of exchange rate changes on cash  555,237 (25,485) (423) 1,301 6082 

Cash and cash equivalents at the end of the financial year  515,498 196,395 183,699 149,353 205,511 

 
 

End of Scenario I 
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Scenario II – A continuation of Scenario I 
 

There is mixed response for the proposed investment of US$ 350 million in Colombo which comprises of 36-

storey towers that would include 400 hotel rooms, as well as retail, entertainment and conference facilities under 

the name of Crown Colombo.  Sri Lankan cabinet has approved the business under the banner of Strategic 

Development Projects and a 10-year tax holiday and a concessionary tax of 6% for the next 12 years have been 

offered among other privileges to the Crown Colombo. However, the details of the deal are unknown to general 

public and as a result a lot of skepticism prevails in the society. Criticisms from many corners including 

constituents of the government parties are made against this project on the ground that such an investment 

would drastically erode and ruin the cultural and Buddhist heritage of the country and there wouldn’t be much 

perceived benefits as huge tax and other concessions are given. It is further argued that the conditions of the 

investment and the way the new business is going to operate are unveiled.  The main argument of the 

government for the investment is that it would boost the tourism and other related industries to bring more 

revenue to the country thus boosting the economic development. 
 

Debate is on as to whether new licenses for casino are issued. The stance of the government is that there will not 

be new licenses but it would facilitate to operate the business with an existing license. The local partner of 

Crown Colombo, Rank Entertainment is willing to use its license that it already posses to run the new business. 
 

A  report from the Financial Action Task Force, which was set up to protect against money laundering, has 

further mentioned that there are about nine casinos in Sri Lanka which are not properly regulated and no proper 

evaluations are carried out in extending licenses. The government is in the view that new business would be able 

to properly regulate the casino business while bringing economic prosperity through the development of related 

industry. Accordingly, Sri Lankan government moved to put a Casino Business Act which requires a proper 

license to run a casino business in Sri Lanka. Illegal operators could be fined or jailed for up to five years. 
 

James Packer, the chairman of Crown Limited is keen to expand its businesses to other countries as a strategy of 

growth. In addition to the investment proposal in Sri Lanka, Packer has already proposed to start integrated 

resorts with casino business in Tokyo and Osaka. This proposal was attracted with the recent announcement that 

the Japanese capital Tokyo will host the 2020 Olympic Games. Japanese parliament is considering the pros and 

cons of the new investment and is likely to approve it. This project is intended to be completed by 2019 if 

approved by Japanese parliament. 

 

At the same time, Crown Limited is facing some domestic issues related to tax payments, rift among 

shareholders and violation of gambling rules. The Victorian gambling regulator has already warned Crown 

Melbourne about the danger of bribery and corruption when the business is expanded to Asian markets. 

Accordingly, the regulator is keeping a close eye on the investments in Sri Lanka, as well as a new casino 

development in The Philippines through one of its business interest in Macau, Melco Crown. 

 

John Keels Holdings (JKH) the largest conglomerate in Sri Lanka listed on the Colombo Stock exchange has 

also initiated measures to enter into casino business with a massive investment of US$ 650 million including a 

hotel, a shopping mall, and gaming and entertainment businesses. Shareholders of JKH have approved the new 

investment proposal at an Extraordinary General Meeting held recently. The proposed entertainment complex is 

expected to be constructed within the close proximity of Crown Colombo’s proposed business and completed by 

2017. JKH is planning to  hire a foreign operator to run the gaming operations that will be available in the resort, 

on the ground that JKH has no experience in that area. JKH has already made a right issue of shares for 

approximately US$ 175 million to partly finance the intended project. In addition, Shangri-La and Taj Samudra 

are also eyeing on the casino business as a part of their operations amidst the expected growth in tourism 

industry. 

End of Scenario II 
 

 

 

 



Institute of Certified Management Accountants of Sri Lanka 
Level 5 - Integrative Case Study (ICS – 405) – November 2013 Examination 

14 

CMA INTEGRATIVE CASE STUDY – (ICS - 405) 

November 2013 Examination – Marking Grid 

 

 
 
 

 End of Question Paper 

 Marks A B C D E 
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Accounting 

awareness relating 

to world examples   

 

17-20 
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