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Introduction  

From 1 January 2019, a Point of Consumption Tax (POCT) on wagering and betting1 has applied in 

Victoria to ensure wagering and betting companies pay their fair share of Victorian taxes and to 

better align Victoria’s tax system with the increasingly digital be tting environment. The POCT 

replaced a ‘place of supply’ tax framework that applied only to the Victorian wagering and betting 

licensee, Tabcorp Wagering (VIC) Pty Ltd (Tabcorp).  

The Government implemented a POCT designed to ensure there was no adverse impact on 

Victoria’s racing industry, which is a major part of Victoria’s sporting landscape and cultural 

tradition, and to protect Victorian jobs.  

This design, a result of extensive consultation with key industry stakeholders, includes a wagering 

and betting tax rate of 8 per cent of net wagering revenue and annual tax-free threshold of 

$1 million. Of the total POCT, 18.75 per cent is paid to the Victorian Racing Industry (VRI) , being 

1.5 per cent of net wagering revenue by Victorian consumers. 

This review acquits the Government’s commitment to assess the implementation of the POCT, 

including its impact on the VRI — a commitment that was made law by including a review 

mechanism in the Gambling Regulation Act 2003 (the Act). The review, which was prompted by 

concerns the introduction of the new taxation framework could affect the viability of the wagering 

and racing industries, considers the tax rate, tax-free threshold, the treatment of free bets and the 

payment of tax revenue to the Victorian Racing Industry. Under the Act, the review must be tabled 

in the Victorian Parliament by December 2020. 

The preparation of the review and consultations with stakeholders has been led by the Department 

of Treasury and Finance, on behalf of the Treasurer.  

The Government undertook targeted consultation with key stakeholders, which were identified as 

those that would be directly affected by the POCT, including wagering operators, the racing 

industry, sports controlling bodies and some public sector agencies and organisations. The review 

received eleven submissions that responded to a set of targeted questions relating to the effects of 

the abovementioned factors.  

The review draws upon the stakeholder views presented in the submissions, as well as additional 

data and other information provided to the Government while conducting the review. 

The Government will consider the findings of the review and the ongoing effects of the coronavirus 

(COVID-19) pandemic on the wagering and racing industries. 

 

  

 
1 In Victoria, the terms ‘wagering’ and ‘betting’ have different meanings in relation to gambling on racing or sports 
events using different products. For simplicity, this report will use the two terms interchangeably.  
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Executive summary 

The Point of Consumption Tax on wagering and betting (POCT), which commenced on 

1 January 2019, was introduced at a time when online corporate bookmakers had captured a 

significant share of the wagering market and the digital betting landscape had matured. In its first 

12 months of operation, the POCT raised $127 million in tax revenue, of which over $23 million was 

provided to the Victorian Racing Industry (VRI) in direct funding.  

The review analysed the effect of the POCT on wagering operators, the racing industry in Victoria 

and Australia’s major sporting codes. It considers the effect of the tax on wagering and betting 

during the first twelve-months following the implementation of the POCT – that is, the 2019 

calendar year. As a result, this precedes the coronavirus (COVID-19) pandemic  

Based on the initial twelve-months of operation, the 8 per cent rate of POCT has not limited the 

profitability of the major corporate bookmakers in the market. 

Since the introduction of the POCT, large corporate bookmakers have responded to the POCT by 

increasing their margins on wagering products. There was a slower level of growth in wagering 

turnover (the total amount of bets placed), but no reduction in the growth of net wagering revenue 

(turnover slowdown was offset by higher margins per bet). 

The Victorian wagering and betting licensee (Tabcorp) has been unaffected by the Victorian POCT; 

Tabcorp’s Victorian arm already paid tax under the previous wagering tax framework and only saw 

a minor increase in its wagering tax liability. The Government is aware that this relatively minor 

increase in tax liability has been offset by changes to the Tabcorp-VRI Joint Venture Agreement 

(JVA) which ensure JVA profitability is not affected by the POCT. This is generally known as the 

‘make whole’ arrangement.  

Tabcorp’s non-Victorian arms have a negligible Victorian customer base and so the Victorian POCT 

has a negligible impact on them. 

Moderately sized operators, including some low-margin operators, may be in a less competitive 

position following the introduction of the POCT due to their business models generally targeting 

high-turnover, low-margin customers. 

Small on-course bookmakers fall below the $1 million annual tax-free threshold and are not affected 

by the POCT. Only a small number of larger on-course bookmakers have annual wagering 

revenues above the $1 million threshold (most by small amounts) and so the viability of on-course 

bookmakers is unlikely to have been materially affected. 

The VRI is comprised of the three racing codes: Racing Victoria (RV), Greyhound Racing Victoria 

(GRV) and Harness Racing Victoria (HRV). While there has been a reduction in the growth of 

turnover on racing products, which some codes currently use exclusively to calculate racefield fees, 

wagering service provider revenue and profitability has continued to grow strongly, providing a base 

for the racing codes to generate wagering-related revenue, which is a vital source of funding for the 

racing codes and makes up the majority of its revenue. The VRI in its submission outlined reasons 

that it believes restricts its ability to move from a turnover model to a revenue model, including that 

it would cause exposure to greater income volatility.  

The aforementioned reductions in JVA income for the VRI have been more than offset by the 

payment of 1.5 per cent of net wagering revenue (being 18.75 per cent of tax receipts) to the VRI. 

For scale, the VRI received $25 million in POCT payments in 2019-20, substantially more than its 

‘make whole’ obligation to Tabcorp. However, the VRI also suffered from reductions in its 

autonomous income streams (i.e. racefield fees). 

Other sports controlling bodies have similarly experienced little affect from the POCT, even without 

receiving a proportion of POCT revenue. Current evidence for wagering activity on sports betting is 

limited but does not suggest that sports betting activity has been negatively affected by the POCT. 

Sports controlling bodies are also able to generate significant revenue from non-wagering sources 

and do not rely on wagering revenue for a significant proportion of their funding. 
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The cautious approach of setting the POCT at 8 per cent with a $1 million threshold had the 

intended effect of creating a level playing field for all wagering operators while ensuring wagering 

industry viability and that the VRI could continue to generate wagering-related revenue.  

The $1 million tax-free threshold has reduced the regulatory burden of the POCT on small 

operators without significantly reducing tax revenue. Maintaining the annual tax-free threshold at 

$1 million has protected on-course bookmakers, which do not offer significant competition to larger 

operators liable for the tax, and their contribution to the race day experience for racegoers.  

The review finds that since the introduction of the POCT, the broad use of free bet offers is still 

prevalent in Victoria and there has been no meaningful reduction in the growth of free bet usage. 

The current tax treatment does not create a significant burden on wagering operators’ ability to 

continue offering free bets and should remain in place.  

The review also finds that the determination of location should continue to be based on the physical 

location of the customer when placing a bet (where physical location can reasonably be 

determined) and identifies several minor technical amendments that could be made to the wagering 

and betting tax legislation.  

Summary of findings 

• Finding 1: The introduction of the POCT has not affected the growth in wagering 
operators’ net wagering revenue on VRI events. 
 

• Finding 2: The introduction of the POCT has impacted racefield fees based solely on 
turnover, but has not diminished the ability for racing codes to generate revenue through 
well-structured racefield fees. 

 

• Finding 3: The VRI POCT payment of 1.5 per cent of taxable net wagering revenue 
(18.75 per cent of tax revenue) has adequately compensated the VRI for the direct effects 
introducing the POCT had on revenue from wagering and betting.  

 

• Finding 4: The $1 million tax-free threshold has reduced the regulatory burden of the 
POCT on small operators without significantly reducing tax revenue. 
 

• Finding 5: The inclusion of free bets in the calculation of POCT liabilities has not 
significantly affected their use and should be maintained.  

 

• Finding 6: Determining whether a bet is made in Victoria based on the physical location 
(geo-location) of the customer at the time of placing the bet does not create a significant 
burden on operators. 

 

• Finding 7: Minor legislative amendments could improve the operations of the POCT, 
including the usage of foreign currency and other minor clarifications, as well as adding a 
requirement that operators report wagering revenue and POCT liabilities split by racing 
and sports events. 
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Background 

Previous tax framework 

In the 2017-18 Budget, the Victorian Government announced it was developing a Point of 

Consumption Tax on wagering and betting (POCT) to better align Victoria’s wagering tax system 

with the increasingly digital betting environment. At that time, only the Victorian wagering and 

betting licensee, Tabcorp Wagering (VIC) Pty Ltd (Tabcorp), paid Victorian wagering tax. Victorian 

licensed bookmakers and online corporate bookmakers were not liable for wagering tax on bets 

taken from Victorian customers.  

The difference in tax burden between online bookmakers and Tabcorp created an uneven playing 

field and allowed an environment to develop in which online bookmakers could expand rapidly 

without being taxed in Victoria, resulting in declining Victorian wagering tax revenue despite 

ongoing growth in Victorian wagering activity. Online bookmakers also made a lesser contribution to 

the Victorian Racing Industry (VRI) than the Victorian wagering and betting licensee. 

Figure 1: State wagering tax pre-POCT ($ million) 

 

 

Ensuring online wagering operators pay their fair share  

To address the imbalance and ensure the Victorian wagering and betting licensee was able to 

compete on an even playing field, the Victorian Government introduced the POCT from 

1 January 2019, replacing the existing point of supply framework with a wagering tax on all 

wagering operators that take bets from Victorian customers, regardless of where the operator is 

domiciled.  

The POCT implementation was designed to protect Victorian jobs and not adversely impact the 

VRI, which is a major part of Victoria’s sporting landscape and cultural tradition. To this end, the 

Government guaranteed Victoria’s three racing codes — thoroughbred, harness and greyhound — 

would be no worse off as a result of the introduction of the Victorian POCT, both collectively and 

individually. As part of meeting this commitment, the Government provides a proportion of POCT 

revenue to the VRI. This proportion is currently 1.5 per cent of taxable net wagering revenue 

(18.75 per cent of total POCT revenue). Consistent with previous arrangements, POCT revenue 

retained by the State is paid into the Hospitals and Charities Fund. 

The VRI POCT payment was intended to ensure the VRI was no worse off by mitigating any 

negative effects on the VRI’s existing revenue streams.  
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Effect on wagering  

Victoria’s POCT is a direct cost to wagering operators on Victorian customers’ betting activity. The 

POCT represents an additional cost for wagering operators, who are also required to cover their 

operating and capital costs, pay racefield fees/product fees to racing and sports controlling bodies 

for taking bets on their events and remit Goods and Services Tax (GST) to the Commonwealth 

Government.  

The POCT was introduced at a rate of 8 per cent of Victorian net wagering revenue earned above 

an annual tax-free threshold of $1 million. In calculating net wagering revenue, operators must 

include net revenue from bets taken, the face value of free bets placed, and any commissions 

earned from operating a pari-mutuel pool, betting exchange or from acting as a betting agent.  

The South Australian Centre for Economic Studies (SACES) has developed a model for estimating 

the effect a POCT could have on wagering revenue and turnover. The SACES model2 suggests 

operators respond to a wagering tax increase by increasing their margins, to which consumers 

respond by gambling less (turnover falls). In the central case modelled, the net effect is that higher 

margins and lower turnover leads to the level of net wagering revenue being unchanged.  

Stakeholder submissions to the review identified a reduction in the growth of wagering and betting 

turnover by Victorian customers in 2019 compared to 2018 and attributed this reduction largely to 

introduction of the Victorian POCT. However, in addition to the wagering and betting tax changes 

implemented in Victoria and other jurisdictions, there are several changes in the wagering 

landscape which may have created less favourable conditions, including: 

• commercial decisions of sports and racing controlling bodies, including increases to the 

level of product fees charged by some codes (also noting that Victorian racing codes 

charge bookmakers the highest product fees in Australia); 

• adverse media coverage of racing integrity and animal welfare issues;  

• changing consumer preferences, including increased wagering on lower-margin sports 

products at the expense of higher-margin racing events and younger generations 

disengaging with racing events; and 

• unfavourable economic conditions, which were exacerbated by the bushfires (noting that 

the review has only considered economic conditions before the coronavirus (COVID-19) 

pandemic took effect). 

Furthermore, net wagering revenue, the measure of an operator’s net takings after taking bets and 

paying out winnings, is generally regarded as the appropriate measure of wagering and betting 

industry performance, rather than turnover. This is because wagering operators seek to maximise 

their operating profit, which they seek to achieve by maximising revenue (and minimising operating 

costs).  

While turnover and revenue may broadly correlate, if an operator could sacrifice some wagering 

turnover in exchange for increasing total revenue, they will increase their overall profitability. Thus, 

operators don’t seek to maximise turnover, they seek to maximise revenue.  

Analysis of disaggregated racing industry data enables the effect of the POCT to be separately 

identified by assessing differences in wagering revenue between operators affected by the POCT 

(interstate-licensed corporate bookmakers) and those unaffected by the POCT (the Victorian 

wagering and betting licensee, Tabcorp)3. Corporate bookmakers, which are licensed interstate and 

 
2 The models central case assumes that consumers are moderately responsive to changes in odds, based on a 
meta-analysis of the ‘elasticity of demand’ for wagering products (the responsiveness of consumer demand to 
changes in wagering odds). 
3 The rate of POCT is a slight increase from Victorian wagering taxes paid by Tabcorp under the previous tax 
framework, with this difference made up by amendments to the JVA arrangements with the VRI  
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did not previously pay wagering tax in Victoria, were affected most by the change in tax framework 

but have continued to outperform their competitors. This suggests the Government’s tax design is 

working as intended. 

Products, odds and generosities 

A key consideration in assessing the effects of introducing the Victorian POCT is whether the tax 

impacted the breadth of product offerings, odds offered to consumers (the ‘price’ of making a bet) 

or the level of generosities offered to customers, including free bets or other incentives to place 

bets.  

Wagering operators were expected to pass on the cost of the POCT to the greatest degree 

possible, depending on broad market factors, including the sensitivity of consumer demand to price 

changes. In the wagering market, the ‘price’ or ‘cost’ borne by the consumer can be considered as:  

• an operator’s margin on the odds provided for bets where the operator takes the bet directly 

(fixed odds betting); or 

• the commission paid on bets being facilitated (pari-mutuel betting, betting exchange bets 

and customer-agent arrangements). 

The operators’ margin for a betting market cannot be directly determined based on the betting odds 

of an individual outcome alone, unlike the price for most other goods and services where the price 

of each unit of good/service can be identified. Instead, the margin operators retain on the bets they 

take across all potential outcomes can be observed.  

Wagering operator margins (Overrounds and variance of outcomes) 

A wagering operator’s margin is the proportion of all bets received from customers (turnover) 

which is retained by the operator. Where a wagering operator takes $1,000 of bets on an event 

and pays out $900 in customer winnings, the operator retains $100 in net wagering revenue, 

which equates to a margin of 10 per cent (calculated as revenue divided by turnover).  

As the outcome of an event is uncertain, wagering operator margins are based on two factors; 

the theoretical margin of the market (‘Overround’) and the variance of outcomes.  

Overrounds represent the margin that an operator should receive if the operator receives bets 

for each outcome proportional to their odds. This is often displayed as a ‘market percentage’ 

where the inverse of the odds of each outcome is added together.  

Example: A wagering operator takes bets on a horse race with 6 horses running, each of 

which the operator offers $5 odds to win the race. The Overround or market percentage is 

equal to the inverse of the odds of each runner (1/5 for each of the 6 runners), totalling 120 per 

cent. This equates to a theoretical margin of approximately 17 per cent – if the operator were 

to take a $100 bet on each runner, they would receive $600 in turnover and pay out $500 in 

prizes on the winning horse, earning revenue of $100 ($100/$600 = 17 per cent). 

The second component of operator margins, the variance of outcomes, reflects that outcomes 

in an event are not equally likely (i.e. some horses or sports teams are superior to others) and 

consumers will not bet in equal proportions on each outcome. In general, consumers tend to 

prefer betting on more likely outcomes (‘favourites’) over unlikely outcomes (‘roughies’).  

This can result in actual operator margins being larger or smaller than the theoretical 

Overrounds. It is possible that in any given period, Overrounds could increase and margin 

could decrease if results are unfavourable for a wagering operator, or vice versa.  

Some consumers have greater access to information than a wagering operator (e.g. owners of 

a horse know whether their horse is training well) and can outperform the market. Overall, 

operator margins are often less than the Overrounds figure.  
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Wagering operators sometimes offer customers the opportunity to earn ‘free bets’ , which are 

intended to induce additional wagering activity and are often used as a marketing tool to generate 

interest in wagering on an event where the customer could earn a free bet if their selection is 

unsuccessful.  

The treatment of free bets under POCT varies across jurisdictions. South Australia does not allow 

operators to offer free bets, while Queensland does not include them in their POCT calculation.  

Wagering revenue 

A tax on wagering and betting affects wagering operators differently depending on their operating 

model. Larger operators that primarily offer fixed odds products to the mass public can amend their 

Overrounds, allowing them to pass the price on to the consumer more effectively. However, 

low-margin operators may have less ability to pass on higher operating costs as their customers 

tend to be more price-sensitive and increases in operating margins would have a more significant 

effect on low-margin products and price-sensitive customers.  

Evidence provided by stakeholders to this review suggests that since the Victorian POCT was 

implemented, wagering operators have adapted by increasing Overrounds, broadly by around  

2 to 3 percentage points on racing products and by a lesser degree on sports products. This 

change appears to have occurred quickly, with Overrounds largely reaching these new levels within 

a couple of months of the POCT being introduced. 

Betting exchanges, which operate by matching customers’ bets through an exchange (where 

consumers can bet ‘for’ or ‘against’ an outcome occurring) and take a commission on winnings 

generated, generally operate using a high turnover/low margin model. This often leads to few 

exchanges operating in the same market. Due to their low-margin structure, a tax imposed on an 

operator’s revenue/commissions has a proportionally larger impact on the betting exchange product  

What is a free bet? 

‘Free bets’, ‘bonus bets’ and other similar promotional activities are offerings used by wagering 

operators to entice customers to increase their wagering activity. Wagering operators are 

forbidden under State laws to offer free bets or other inducements to open a betting account 

but may offer them to existing customers. 

Typically, free bets will be offered to customers when they fulfil a certain requirement or as a 

reward for betting on an outcome that was close to occurring but did not. For example, 

operators often run promotions to offer a customer’s bet back in the form of a free bet if their 

bet on a horse winning a race is unsuccessful, but the horse runs second or third instead. 

Similar promotions are offered on sports events where a customer bets on a team to win where 

that team obtains a certain sized lead during the game but loses, or where the team loses a 

match by a small margin. 

Operators also provide free bets to customers that they consider to be ‘VIP’ customers (usually 

customers who gamble higher volumes than their average customer) on an ad hoc basis. 

Some operators also provide a points system to customers, whereby each bet they make 

earns points, redeemable for free bets (akin to a loyalty scheme). 

Free bets are similar to coupons, where customers cannot immediately redeem the value of 

the free bet for cash but must instead use the free bet to bet on an event (which may include 

provisions about the type of bet that can be placed). If the free bet wins, the customer can then 

redeem the winnings as cash and generally the face value of the ticket (i.e. the cost of 

providing the free bet) is reduced from the payout of a successful bet. 
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– that is, to absorb the cost they must increase their commissions (margins) by a greater proportion 

than other operators. As a result, exchange operators are likely to be relatively worse off than other 

wagering operators where a wagering tax is imposed or increased. 

Operators that offer pari-mutuel products and derive their earnings based on the total amount of 

turnover by taking commissions on each bet may also be able to amend their commission rates and 

pass on the cost to consumers. This may be limited by regulatory approvals required to increase 

commission rates and legislative caps on maximum commissions rates, although this is unlikely to 

be a major barrier as the approvals are usually granted without significant delays and by volume the 

vast majority of pari-mutuel products operate well below the legislated caps.  

The differing effect of the POCT on operators can also be considered by splitting wagering 

operators into three segments, based on the licensing model and customer base for each: 

• the Victorian wagering and betting licensee (Tabcorp’s Victorian arm);  

• interstate TABs (Tabcorp’s interstate arms and the West Australian TAB); and 

• corporate bookmakers, including betting exchanges. 

Tabcorp’s Victorian arm is unaffected by the POCT due to amendments made to the Tabcorp-VRI 

JVA, whereby the JVA has offset any marginal tax rate increases against reduction in revenue paid 

to the VRI. Interstate TABs have an insignificant proportion of Victorian customers4 and so have an 

insignificant POCT liability in Victoria. 

Corporate bookmakers did not previously pay wagering and betting tax on Victorian bets, thus the 

POCT represented a new charge on their operations. 

The review examined available wagering data, which was limited to VRI event data. Figure 2 below 

shows the level of net wagering revenue on Victorian racing events using a rolling average of the 

previous 12 months. Data for net wagering revenue was not available for Greyhound Racing 

Victoria (GRV). 

 
4 Typically, 95+ per cent of wagering activity with each state’s TAB is from same -state consumers. 
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Figure 2: Rolling 12-month average net wagering revenue on VRI events, split by operator 

segment (Racing Victoria and Harness Racing Victoria only) 

 

 

As can be seen from this data, the POCT appears to have had no effect on the net wagering 

revenue of Tabcorp’s Victorian and interstate arms. This result is broadly in line with the expected 

outcome of the SACES model; that wagering operators increase their overrounds (margins) to 

offset any reduction in turnover, resulting in no negative impacts on the growth of net wagering 

revenue. 

Net wagering revenue growth in the first half of 2019 appears to have been unaffected by the 

POCT, with growth rates maintained at pre-POCT levels. 

Corporate bookmakers appear to have experienced an acceleration in net wagering revenue growth 

in the latter half of 2019. This is likely due to a run of favourable results for wagering operators 

during the 2019 Spring Racing Carnival, where the price of winning horses was higher than in the 

previous year. This meant consumers lost more money/lost their bets faster (increasing net 

wagering revenue) and limited their ability to place more bets once they had run though their 

gambling funds (restricting turnover).  

For corporate bookmakers’ pre-POCT net wagering revenue, the jump in the revenue trend in 2017 

can be explained by a comparatively strong 2017 Spring Carnival period and/or a comparatively 

weak 2018 Spring Carnival period. The pre-POCT trend is otherwise stable.  

Finding 1 

• The introduction of the POCT has not affected the growth in wagering operators’ net 
wagering revenue on VRI events. 
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Ability for operators to absorb POCT through operating costs 

While the introduction of the POCT creates pressure to reduce odds and generosities, operators 

can also look to reduce operating costs to absorb some of the POCT.  

Evidence is still emerging of the effects of the POCT on operating costs as a whole. However, data 

collected by Nielson suggests that advertising expenditure by wagering operators fell in 2019, after 

several years of strong growth. The reduction in advertising spend could in part be explained by a 

shift in advertising spend to potentially cheaper digital advertising channels, recent changes to 

national advertising regulations that banned gambling advertising during sports events broadcast 

within certain timeframes5, or by State restrictions on static advertising of gambling products near 

schools and roadways. However, given the sudden shift from growth in advertising before the 

POCT to a reduction once it was implemented, the evidence suggests that much of this effect is 

attributable to the POCT. 

This advertising reduction may have, in part, contributed to the slowdown in turnover growth, 

although wagering operators amending their odds/margins is likely to explain the greatest share of 

the slowdown by causing consumers to lose their money faster (without any corresponding 

reduction in wagering revenue growth).  

The reduction in advertising spend, coupled with evidence that net wagering revenue has continued 

growing strongly, suggests that the wagering industry has managed to absorb some of the costs of 

the POCT through lowering operating costs, without sacrificing revenue. The reduction in 

advertising spend may also have an indirect impact on revenue generated by the VRI through static 

advertising, broadcast advertising and sponsorship arrangements between operators, codes and 

individual clubs.  

An argument could be made that a reduction in advertising spend may result in some operators 

being unable to attain the required scale to compete, which could lead to industry consolidation. 

However, there was already an existing trend towards consolidation prior to jurisdictions 

implementing POCTs, which had occurred within the context of growing levels of advertising 

expenditure. Additionally, some of these consolidations have been on a global scale and were not 

driven by the Australian market. 

Operator profitability 

Besides amending odds or reducing operating costs, wagering operators can absorb the POCT by 

accepting a reduction in their level of profit, to the extent that operators can still make sustainable 

profits.  

While data are not available on the profitability of all wagering operators in the market, several of 

the major corporate bookmakers have publicly released their results for the 2019 calendar year. 

These operators are amongst the largest corporate bookmakers operating in Victoria and comprise 

a significant proportion of the corporate bookmaker-controlled share of the wagering market.  

• Sportsbet’s preliminary results6 for 2019 indicate that, year on year, turnover increased 

3 per cent, revenue increased 14 per cent and Underlying Earnings Before Interest, Tax, 

Depreciation and Amortisation (EBITDA) declined 6 per cent. Sportsbet made an operating 

profit (after accounting for depreciation, amortisation and interest) of £103 million GBP. 

 
5 The Federal Government announced and introduced bans on in-play advertising on sports events broadcast 
between 5am – 8.30pm, which commenced from 30 March 2018 
6 https://www.flutter.com/sites/paddy-power-betfair/files/2020-27/flutter-preliminary-results-2019.pdf 



 

 

Review of the Point of Consumption Tax on wagering and betting  Page 11 OFFICIAL-SENSITIVE 

• BetEasy’s preliminary results7 for 2019 indicate that, year on year in US Dollar (USD) 

terms, turnover increased 17 per cent, betting revenue increased 38 per cent and Adjusted 

EBITDA increased 106 per cent. BetEasy made an operating loss in 2019 of $5 million USD 

after accounting for depreciation, amortisation and interest, although this was a 

substantially better result than the $34 million USD loss recorded in 2018.  

• Ladbrokes’ limited preliminary 2019 results8 indicate revenue increased year on year by 22 

per cent (on a pro forma basis) but wrote down the value of their Australian operations by 

£245 million GBP, citing higher costs from various state POCTs.  

These figures suggest that since the introduction of the POCT, major corporate bookmakers have 

maintained steady growth in wagering turnover and high levels of growth in net wagering revenue. 

The profitability of corporate bookmakers in 2019 was in a broadly similar position to 2018, with 

operators declaring healthy levels of EBITDA. These results are despite numerous external 

headwinds for wagering in 2019 (detailed in the section below).  

The evidence suggests that the introduction of the POCT has not limited the profitability of large 

corporate bookmakers and that there is scope to increase the tax rate without threatening the 

viability of large wagering operators.  

As the Victorian wagering and betting licensee (Tabcorp) has been left no worse off from the 

introduction of POCT in Victoria due to changes in its JVA with the VRI, their profitability cannot 

have been adversely affected by the POCT. 

The effect of the POCT on medium-sized operators, particularly mid-tier corporate bookmakers, is 

less clear. Mid-tier operators may be less able to reduce advertising spend without losing significant 

market share and may have to absorb the effects of the POCT on their bottom line.  

Similarly, low-margin operators like a betting exchange may be less able to pass on the POCT 

through higher margins/commissions. The combined effect of the POCT being implemented and 

racing or sporting codes increasing product fees limits the ability for low-margin operators to 

compete, as their customers are generally more price-sensitive.  

This could suggest that increases to the rate of tax could drive low-margin operators out of 

business and may reduce competition in the market. Alternatively, this may push their margins high 

enough that they no longer operate as low-margin operators, reducing price competition in the 

market and no longer servicing low-margin customers.  

Smaller operators, including most on-course bookmakers, are likely to fall below the tax-free 

threshold and not be liable for the POCT. Given that the POCT has led to larger operators 

increasing their margins, this may have aided the competitiveness of products offered by small 

operators compared to larger operators. 

However, there does not appear to have been a rationalisation of small or low-margin operators 

since the POCT was implemented at an 8 per cent rate. 

Factors affecting the wagering industry 

Victorians contribute approximately 25–30 per cent of total turnover for Australian wagering 

operators, broadly in line with Victoria’s share of the Australian population. Most Australian 

jurisdictions implemented a POCT at around the same time as Victoria (see Table 2 below for 

further details). 

 
7 https://s1.rationalcdn.com/vendors/stars-group/documents/financial-information/financial-results/press-releases/Q4-
2019-press-release.pdf 
8 https://gvc-plc.com/wp-content/uploads/2020/03/2019-FY-Final.pdf 

https://s1.rationalcdn.com/vendors/stars-group/documents/financial-information/financial-results/press-releases/Q4-2019-press-release.pdf
https://s1.rationalcdn.com/vendors/stars-group/documents/financial-information/financial-results/press-releases/Q4-2019-press-release.pdf
https://gvc-plc.com/wp-content/uploads/2020/03/2019-FY-Final.pdf
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In addition to wagering tax changes, there have also been other regulatory and economic factors 

which may have affected the profitability of wagering operators. Changes in federal regulations that 

came into effect in 2018 banned in-play advertising during most sports broadcasts/streaming across 

Australia.  

Wagering operators had previously targeted advertising during sports programs as the ir products 

link directly with the sporting activity occurring. Displaying betting odds for a match just prior to it 

commencing increased the total amount of wagering that occurred on these events; thus the 

advertising ban may have led to some level of reduction in wagering turnover.  

Broader economic conditions, in particular subdued wage growth, has contributed to low growth in 

consumer spending, which may have dragged on demand for wagering products. 

Wagering operator performance between 2018 and 2019 must be considered in the context of the 

events and conditions of those years, such as the 2018 FIFA (soccer) world cup, an event which is 

held every four years and attracts significant wagering activity. 

Recent changes to the way that lotteries are run have made jackpots harder to achieve, leading to 

higher jackpots and a significant increase in gambling on lotteries. It is not yet clear whether some 

of this increase in lottery revenue may have been a substitution away from wagering activity, as 

opposed to other non-gambling activity. 

Coronavirus (COVID-19) pandemic 

The coronavirus (COVID-19) pandemic has had a significant effect across the entire economy, 

including the wagering and racing industries. However, this report has not explored or analysed the 

period since the coronavirus (COVID-19) pandemic was declared. This approach has been taken to 

identify and estimate the effects of the POCT alone, in order to evaluate the appropriate settings of 

the POCT in a period not affected by a pandemic. 

Effect on the racing industry 

When the POCT was implemented, the Victorian Government guaranteed that the VRI racing 

codes, collectively and individually, would be no worse off. The payment of 1.5 per cent of taxable 

net wagering revenue to the VRI, which equates to 18.75 per cent of POCT revenue, was intended 

to mitigate against any reduction in the VRI’s existing revenue sources. These existing sources 

include funding received through the VRI-Tabcorp JVA and racefield fees charged on corporate 

bookmakers’ use of Victorian racefield information.  

Figure 3 shows the level of monthly wagering turnover on Victorian racing events, excluding all 

betting on sports, interstate racing and international events, using a rolling average of the previous 

12 months. There has been a reduction in the growth of turnover on racing products, which has 

impacted racefield fee revenue, particularly for codes that exclusively use turnover in the calculation 

of racefield fees.  

Net wagering revenue, however, has continued to grow strongly, providing a continued base for the 

racing codes to generate wagering-related revenue, if the VRI moves from a turnover pricing model 

to a revenue pricing (or hybrid) model for racefield fees.  

Net wagering revenue is a better measure of the overall strength of the wagering and betting 

industry compared to turnover, as wagering operators seek to maximise net revenue and not 

turnover. The VRI in its submission outlined reasons that it believes restricts its ability to move from 

a turnover model to a revenue model, including that it would cause exposure to greater income 

volatility. 
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Since the POCT was introduced, there has been little-to-no change in turnover on VRI events for 

Tabcorp’s Victorian arm. There has been a slowdown in growth for corporate bookmakers, such 

that their turnover growth on Victorian racing events was flat across 2019. This effect appears to 

have been driven by a reduction in turnover in the second half of 2019, as turnover growth had 

remained on trend in the first half of the year. 

There also appears to be a downturn in turnover on Victorian racing events with Tabcorp’s 

interstate operations in 2019, mostly experienced in the second half of the year. As the vast 

majority of Tabcorp’s interstate operations are not liable for the Victorian POCT, this must be 

attributed to other factors. This may include POCTs in other Australian jurisdictions that are set at a 

higher rate than Victoria’s POCT. 

Figure 3: Rolling 12-month average turnover on VRI events, split by operator segment  

 

In its submission, the VRI argued that a decline in turnover and increasing operator margins would 

eventually result in a decline in net wagering revenue. However, the review has found that growth in 

net wagering revenue has not declined under the POCT.  

VRI POCT payment 

The VRI receives monthly payments of POCT revenue from the State, which is split by agreement 

between the three racing codes. This distribution is calculated based on the relative share of 

wagering activity between the three racing codes, both current and historical. 

The VRI received more funding through the POCT payment than expected. The VRI received 

payments of $23.8 million on wagering activity conducted in 2019, roughly $4 million more than was 

budgeted for the calendar year, due to higher than expected tax collections. 

The payment of 1.5 per cent of the POCT to the VRI is independent of the proportion of consumer 

expenditure on Victorian racing products compared with interstate/international racing events, 

sports events and other wagering products. The VRI receives this payment regardless of the 

proportion of POCT revenue raised from Victorian racing events. 
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Joint Venture Agreement 

A requirement of holding the current Victorian wagering and betting licence is that the licensee must 

enter into a funding arrangement with the VRI. The current licence takes the form of a JVA between 

Tabcorp and the VRI. 

Under the VRI-Tabcorp JVA, the VRI receives funding based on the performance of Tabcorp’s 

Victorian business, linked to revenue and profit earnings. The funds are split between the three 

racing codes by agreement, in a similar manner as the POCT payments. The splits are based on 

the historical and current relative split of betting activity between the codes.  

The JVA is a significant source of revenue for the racing codes, which in 2018-19 contributed to 

over 35 per cent of RV’s revenue, 55 per cent of GRV’s revenue and 45 per cent of HRV’s 

revenue9, not accounting for revenues of individual racing clubs that report their financial accounts 

separately. 

Tabcorp’s Victorian arm essentially acts as a vehicle for the JVA. Consequently, the JVA bears the 

cost of wagering taxes. Prior to the POCT being implemented, the JVA was subject to wagering 

taxes that averaged about 6.5 per cent of total net wagering revenue. The transition to a POCT 

framework with an 8 per cent tax rate represents only a modest increase in the overall wagering tax 

burden placed on the JVA of about 1.5 per cent when compared to the weighted average of the 

previous tax rates that applied to its products. 

Following the introduction of the POCT and VRI payment, the JVA was amended to ensure its 

bottom line would not be directly impacted by the POCT. The structure of some payments to the 

VRI through the JVA were also amended which resulted in the VRI receiving less revenue through 

the JVA. In the first 12 months of the POCT operating, reductions in the VRI’s JVA income have 

been more than offset by VRI POCT payment. However, the VRI also suffered from reductions in its 

autonomous income streams (i.e. racefield fees). 

Racefield fees 

Racing and sports controlling bodies can charge wagering operators product fees for taking bets on 

their events, regardless of whether the operator is domiciled or l icensed in the same jurisdiction as 

the event. For the racing industry, ‘racefield fees’ have been a rapidly growing source of funding, 

contributing over 40 per cent of RV’s revenue, over 35 per cent of GRV’s revenue and almost 

20 per cent of HRV’s revenue in 2018-1910.  

Victoria’s three racing codes charge racefield fees on different bases,  depending on the type of 

meeting and type of bet, which are broadly outlined in Table 1 below.  

RV’s fees vary considerably by betting type and meeting type. Operators pay fees based on a 

‘hybrid’ model which uses a mixture of net wagering revenue and turnover, depending on which is 

greater for each period. GRV and HRV charge their fees based on the operator’s turnover 

exclusively. Where fees are charged based on turnover, it is possible for operators to be required to 

pay racefield fees even on days where they make a loss. 

 

 

 

 
9 Based on 2018-19 annual reports from each code 
10 Based on 2018-19 annual reports from each code 
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Table 1 – Racefield fees charged by RV, GRV and HRV as at 1 January 2020 

Racing 

code 

Meeting 

Type Bet type Rate applied Description 

 

 

 

 

RV 

 

Standard 

Pari-mutuel 2 per cent of turnover RV charges fees depending on the type 

of meeting (charging more on premium 

race days) and varying by bet type. Pari-

mutuel bets are charged a fixed rate 

based on turnover. Other bet types are 

charged on either revenue or turnover, 

whichever gives the highest charge. 

Operators who turnover less than 

$5 million p.a. on RV events are only 

required to pay 1 per cent of turnover. 

Other Greater of*:  

• 16 – 20 per cent of net wagering 

revenue; or 

• 1.6 – 2.0 per cent of turnover 

 

Group/Listed 

Pari-mutuel 2.5 per cent of Turnover 

Other Greater of*:  

• 20 – 25 per cent of net wagering 

revenue; or 

• 2.0 – 2.5 per cent of turnover 

 

Premier 

Pari-mutuel 3 per cent of Turnover 

Other Greater of*:  

• 25 – 30 per cent of net wagering 

revenue; or 

• 2.5 – 3.0 per cent of turnover 

N/A 
Betting 

exchange 

35 per cent of net wagering revenue 

 

 

GRV 

 

 

All 

Pari-mutuel 1.5 per cent of turnover GRV charges fees based on operator 

turnover, treating all GRV events the 

same. 

Operators are only required to pay 1 per 

cent turnover on their first $250,000 in 

turnover each month. For amounts 

greater than $250,000 the rates shown 

in this table are applied.  

Other 2.25 – 2.5* per cent of turnover 

Betting 

exchange 

1.5 per cent of turnover 

 

 

HRV 

 

 

All 

 

Pari-mutuel 2.75 per cent of turnover 

 

HRV charges fees based on operator 

turnover, treating all HRV events the 

same. 

Operators are only required to pay 1 per 

cent turnover on their first $100,000 in 

turnover each month (or 0.44 per cent of 

turnover for a betting exchange). For 

amounts greater than $100,000 the 

rates shown in this table are applied. 

Other 2.75 – 3.25* per cent of turnover 

 

Betting 

exchange 

1.1 per cent of turnover 

*Rates vary within the listed ranges by bet type (fixed odds and tote derivative products) 

Individual code effects 

The model developed for the SACES report assumed racefield fees are calculated as a proportion 

of net wagering revenue. As the model predicts that implementing or increasing the POCT does not 

affect net wagering revenue, the model predicts no change in racefield fee revenue.  

However, if the SACES model is applied to the VRI and its current racefield fee structures, it would 

be expected to reduce revenue from racefield fees. This is because the SACES model predicts a 

decline in turnover growth, despite no reduction in net wagering revenue, and both GRV and HRV 

calculate racefield fees solely on the basis of turnover, while RV bases its fees on the greater of 

revenue or turnover for each day. 

Figure 4 shows racefield fee revenue for the three codes in recent years, based on annual report 

data. While the POCT was only in place for half of the most recent financial year (2018-19), there 
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appears to have been a reduction in racefield fees for the codes that rely purely on turnover-based 

fees (GRV and HRV) compared to a greater reliance on revenue-based fees (RV).  

Figure 4 – RV Growth in racefield fees 

 

There has also been significant volatility in these figures in recent years, as racing codes come off a 

period of significant growth in racefield fees from the early 2010s which saw double-digit growth in 

some years. Increases to the rate of fees charged, as well as rapid growth of online corporate 

bookmakers, has also driven volatility from year to year. For example, Figure 4 shows that HRV’s 

racefield fees have seen relatively stable annual growth of about 5 per cent before and after the 

POCT was introduced, except in 2017-18 where there was one-off growth of above 20 per cent in 

one year alone. 

The variance in effect for RV compared to GRV and HRV is consistent with the turnover and net 

wagering revenue data on Victorian racing, which has shown slowed turnover growth and 

unaffected growth in net wagering revenue. This is also consistent with the predictions of economic 

theory and Victoria’s analysis of the central case of the SACES model: that the introduction of a 

POCT, or increasing the rate of POCT, is expected to be associated with an increase in operator 

margins, resulting in a relative decline in wagering turnover, but no material change to net wagering 

revenue. The continued growth in net wagering revenue on VRI events (as highlighted in Figure 2)  

and maintained or improved levels of profitability for major corporate bookmakers , provides clear 

evidence that the capacity remains for racing codes to raise revenue through racefield fees, as 

wagering operators have the capacity to service increasing amounts of racefield fees. 

Racing codes (and sports controlling bodies) that implement a revenue-based racefield fee model, 

or that use a ‘hybrid’ model which considers both turnover and revenue, better align the incentives 

of wagering operators with their code, as wagering operators seek to maximise their revenue in 

order to maximise profits. This minimises the risk of product fee revenue declining where other 

product costs may rise, including operating costs, state-based wagering taxes or other taxes and 

charges. However, the VRI in its submission identified that no racing controlling bodies in Australia 

base product fees on net wagering revenue only. 
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A hybrid model could be used where codes hold concern about the variability of net wagering 

revenue from period to period for their code. This could allow codes to place a floor under racefield 

revenue by using more stable turnover results, setting a minimum amount of fee for each period.  

Without code-specific data it is unclear what level of volatility exists for individual racing codes, 

although aggregate wagering revenue data (as presented in Figure 2) would suggest net wagering 

revenue ordinarily does not see significant volatility from month to month at an industry -wide level. 

This view of racefield fee setting reflects the findings of a 2010 Productivity Commission (PC) 

Inquiry Report on the gambling industry11. The PC’s review considered the optimal model for the 

racing industry to use for charging racefield fees, within the context of a potential national 

framework (in case state-based racefield fees were found to be an ineffective/unsuccessful model).  

The PC found that revenue-based fees have greater flexibility in supporting diverse operating 

models (particularly low-margin operators) and are conducive to price competition between 

wagering operators. As such, it was found that basing product fees on wagering revenue and not 

solely on wagering turnover was a more appropriate basis, as these features deliver better value for 

consumers and would better align with the incentives of wagering operators/consumer preferences. 

Factors affecting wagering on Victorian racing 

While there appears to have been some reduction in the growth in racefield fees in 2018-19, there 

are numerous factors that may have contributed to this. 

The effect of the Victorian POCT on Victorian racefield fees must be considered in the context of 

the other major Australian jurisdictions also implementing a POCT at around the same time, 

including New South Wales (at a rate of 10 per cent) and Queensland (at a rate of 15 per cent).   

The accessibility of both vision and online technology with which to bet with a wide range of 

wagering operators allows for customers across the country to wager on Victorian events (and 

similarly for Victorians to wager on events from across the country and the world). Victorians 

contribute approximately 40 per cent of total domestic turnover on Victorian racing, with 60 per cent 

coming from other states and territories. Due to this split, and the introduction of POCT at a higher 

rate for customers in other jurisdictions, a large proportion of the effects on racefield fees may be 

explained by tax settings outside of Victoria.  

The New South Wales racing industry has invested significant focus and funding toward races 

during the Spring, creating greater direct competition with the Victorian Spring Racing Carnival. 

This includes the creation of new races in recent years, including several million-dollar prizemoney 

races throughout the Spring. These races may have drawn some wagering activity away from 

Victorian Spring racing events. 

As noted earlier, subdued wage growth may have been a drag on wagering products in general, 

including wagering on Victorian racing products.  

 
11 https://www.pc.gov.au/inquiries/completed/gambling-2010/report/gambling-report-volume2.pdf 

Finding 2 

• The introduction of the POCT has impacted racefield fees based solely on turnover, but 
has not diminished the ability for racing codes to generate revenue through well-structured 
racefield fees. 

https://www.pc.gov.au/inquiries/completed/gambling-2010/report/gambling-report-volume2.pdf
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In addition, the drought, bushfires, smoke haze, thunderstorm/lightning and heatwave activity in 

late 2019 and early 2020 led to the cancellation of racing events, fire damage at some racetracks, 

and may have reduced attendance at other race meetings. 

It must also be acknowledged that while the coronavirus (COVID-19) pandemic has had a 

significant effect across the entire economy, including the wagering and racing industries, this 

report has not explored or analysed the period since the coronavirus (COVID-19) pandemic was 

declared. This approach has been taken to identify and estimate the effects of the POCT alone, in 

order to evaluate the appropriate settings of the POCT in a period not affected by a pandemic. 

Interstate competitiveness of the Victorian Racing Industry 

The majority of Australian states and territories have implemented a POCT on wagering and 

betting, mostly around the same time as Victoria. Some of these jurisdictions also provide funding 

to their racing industries from POCT revenues and/or have provided one-off funding to their industry 

around the time of implementation. 

Table 2 – POCT settings in each Australian jurisdiction, as of 1 January 2020 

Jurisdiction 

Commencement 

Date Tax rate 

Tax-free 

threshold 

Racing industry funding 

arrangements introduced  

Victoria 1 January 2019 8 per cent $1 million • 18.75 per cent of POCT revenue 

New South Wales 1 January 2019 10 per cent $1 million • 20 per cent of POCT revenue 

Queensland 1 October 2018 15 per cent $300,000 • QLD Govt. relieved Racing 

Queensland of $17.8 million debt  

• $20 million infrastructure funding for 

greyhound/harness racing 

• $26 million prizemoney funding 

South Australia 1 July 2017 15 per cent $150,000 None announced 

Western Australia 1 January 2019 15 per cent $150,000 • 30 per cent of POCT revenue 

Tasmania  1 January 2020 15 per cent $150,000 • 80 per cent of POCT revenue 

Australian Capital 

Territory 

1 January 2019 15 per cent $150,000 None announced 

Northern Territory No POCT N/A N/A N/A 

 

The Victorian and New South Wales wagering markets and racing industries are by far the largest 

in the country, with Victoria historically operating the pre-eminent racing industry in the nation. In 

recent years, the New South Wales racing industry has created several new races/race meetings 

and has significantly increased the level of prizemoney on offer in its races. 

Recognising the need for Victorian racing to continue offering competitive levels of prizemoney, 

particularly as the industry transitioned under the POCT arrangements, the Victorian Government 

provided one-off prizemoney funding of $40 million over two years.  

Victoria implemented the lowest rate of POCT of all jurisdictions that introduced a POCT framework 

(all jurisdictions excluding the Northern Territory). Victoria’s rate was set relatively low at 8 per cent 

in order to take account of the total burden placed upon operators from taxes and fees. 
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Victoria’s rate setting was in part informed by the level of racefield fees charged on Victorian racing 

compared to other jurisdictions. Victorian racefield fees are the highest rates in the country, with the 

VRI generating 20-30 per cent more fees than the racing industry in all other jurisdictions.  

This review has not considered the broader setting of funding arrangements of the racing industry, 

beyond the effects the POCT may have had on these sources and the relative effects of the POCT 

in Victoria compared to other jurisdictions. 

Effect on sports controlling bodies 

Over the past couple of decades, Victorians, and Australians more generally, have rapidly 

increased their demand for wagering on sports events, for both domestic and international sports 

leagues and competitions. Wagering is still predominantly undertaken on racing events, although on 

current trends sport’s share of the wagering market could overtake racing’s share in the coming 

years. 

Product fees 

As with the racing codes, sports controlling bodies charge product fees for the wagering operators 

taking bets on their events. These fees are not publicly disclosed and vary in their application from 

sport to sport and can potentially vary between wagering operators.  

Broadly, racefield fees set by the VRI and other state racing codes are considerably larger than 

product fees charged by sports controlling bodies, as racing codes rely heavily on wagering income 

as their main source of revenue. Domestic sports bodies often raise significant revenues through 

gate-takings and media revenue, including broadcast rights, which are less available to racing 

codes or generate far less revenue. 

International sports controlling bodies are often located in jurisdictions that do not have legalised 

wagering or have limited wagering on their events, so are not accustomed to charging product fees 

and do not charge Australian wagering operators these fees. 

The discrepancy in product fees charged by the VRI and sports bodies causes VRI products to be 

more expensive for wagering operators, which may have aided the rapid growth in the share of 

wagering conducted on sports events. But, as sports betting grows its share of the wagering 

market, sports controlling bodies may seek to increase the rate of product fees charged on their 

products, as seen with recent changes to the NRL’s product fee structure for 2020. 

While data are not readily available on product fee revenue across all of Australia’s domestic 

sporting codes, the lower share of total wagering and lower rates of product fees mean that sports 

raise significantly less in product fees than racing codes. For codes that have provided data, it 

typically represents 5 per cent or less of their total revenue.  

As with racing bodies, sports codes that charge product fees on operator revenue rather than on 

total turnover are likely to experience less of a decline, or no decline, in growth of product fee 

revenue. 

Finding 3 

• The VRI POCT payment of 1.5 per cent of taxable net wagering revenue (18.75 per cent of 
tax revenue) has adequately compensated the VRI for the direct effects introducing the 
POCT had on revenue from wagering and betting. 
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Data available from some sports codes showed that in the POCT’s first year of operation, wagering 

revenue fell, but so did operators’ margins. The imposition of a tax would be expected to increase 

operators’ margins as they look to pass the tax on through lower odds. It appears that this period 

coincided with an unusually poor set of results for wagering operators on those sports codes. 

Therefore, it is not possible with the current data to show what (if any) effect the POCT may have 

had on wagering activity on sports events, or on product fee revenue. 

POCT revenue 

Some sections of the sports industry have called for a proportion of POCT revenue to be paid to the 

sports industry or to specific sports, both in Victoria and interstate, similar to payments to racing 

industries.  

The payment of a share of POCT revenue to the VRI reflects the unique history and circumstances 

of the racing industry and was implemented by the Government to address concerns about the 

potential effect the change in tax framework could have on the racing industry, including through 

the JVA with the Victorian wagering and betting licensee. 

As the POCT does not appear to have had any negative affect on the revenue of sports controlling 

bodies, there is no clear rationale to extend those protections to sports bodies. 

Appropriate wagering tax settings 

Tax rate 

Victoria’s initial rate of 8 per cent was chosen to minimise any potential negative effects upon the 

wagering and racing industries, allowing the Government to mitigate any unintended 

consequences. While other jurisdictions’ wagering tax settings also affect Victoria’s wagering and 

racing industry, current evidence does not suggest a material deterioration in the viability of 

wagering operators or on the level of funding for the VRI. 

At the current tax rate of 8 per cent, the Government estimated wagering tax revenue, before 

making payments to the VRI, would be $106 million in 2019-20. Actual revenues were somewhat 

higher, reflecting overall strength in wagering revenue. In the 2019 calendar year the POCT has 

raised approximately $127 million, about $20 million more than was initially expected. 

There are several key areas the review team has analysed in considering the appropriate tax rate 

setting, as set out in this paper. 

Firstly, the State’s ability to continue imposing the current rate of POCT, or a higher rate of POCT, 

is dependent on the ability of wagering operators to pay their liability without having their 

viability/profitability threatened.  

The ability for wagering operators to reduce advertising spending or reducing operating costs 

without affecting profitability may have already been depleted from the initial imposition of the 

POCT, with significant falls in advertising expenditure since the POCT was introduced. Further 

reductions in advertising or operating expenditures could restrict the size of the market and does 

not appear to be a viable option for absorbing any large increase in the POCT. 
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However, as has been described, the profitability of large wagering operators does not appear to 

have been adversely affected by the POCT, providing no evidence that the current rate of POCT is 

unsustainable or that increasing the rate would put large corporate bookmakers out of business. 

The evidence is less clear for medium sized/low-margin operators, who provide a level of 

competition to major corporate bookmakers and the wagering and betting licensee These operators 

may have their viability threatened if Victoria sought to apply a rate as high as 15 per cent, in 

alignment with most other Australian jurisdictions. Low-margin operators may have to increase their 

margins more substantially to remain profitable, losing their edge as a low-margin operator. 

On current evidence, there has not been any significant consolidation of medium-sized or low-

margin operators under an 8 per cent POCT. It would appear that a modest increase to the POCT, 

for example aligning with New South Wales at a rate of 10 per cent, would not be likely to make a 

material difference to the current environment. 

Secondly, there is evidence presented by stakeholders that turnover from consumers that place 

small-medium sized bets (typically recreational gamblers and problem gamblers) has grown 

strongly and has been broadly unaffected by the POCT. At the same time, consumers that place 

larger bet sizes (generally more sophisticated consumers) have reduced their wagering activity. 

This suggests that there are a number of professional or highly price-sensitive customers who tend 

to bet larger amounts, for which any increase in wagering operator margins leads them to shifting to 

other forms of gambling, move their wagering activity off-shore or to reduce/cease their gambling 

activity altogether. 

Finally, the tax rate setting may affect the VRI’s funding sources. The current rate setting, in 

conjunction with the payment of POCT revenue to the VRI, has ensured that POCT’s 

implementation has not left the VRI worse off. Were the tax rate to be increased significantly, up to 

15 per cent or greater, it would significantly increase the VRI make-whole obligation and negatively 

affect other VRI revenue sources.  

A tax rate of 15 per cent could limit the VRI’s ability to continue charging a premium rate of racefield 

fees compared to other jurisdictions. This is because wagering operators respond to the combined 

total costs imposed upon them, regardless of whether they are imposed by governments or by other 

entities. The combined cost of the equal highest rate of POCT and the highest rates of racefield 

fees would make Victorian racing events more expensive to wager on. Were this to occur, the VRI 

may need to reduce the rate of racefield fees it charges, reducing its revenue from this source.  

Further, the VRI-Tabcorp JVA has been amended to allow for the increase in wagering tax paid 

(from 6.5 per cent before POCT to 8 per cent under POCT), reducing VRI revenue from the JVA. At 

the current 8 per cent rate, the JVA only experiences an increase in wagering taxes of about 

1.5 per cent. At a tax rate of 15 per cent, the JVA’s wagering tax increase would be about 8.5 per 

cent. This difference is over five times higher than under the current settings.  The current VRI 

payment would not be sufficient to cover this amount, so the VRI payment would need to increase 

substantially to ensure they remained no worse off. 

It should also be noted that a significant increase to the tax rate (particularly if increased to 15 per 

cent) could reduce the profitability of retail wagering, which in turn could reduce the value of post -

2024 wagering and betting licence(s). A more moderate increase in the tax rate is unlikely to have 

any material effect on the value of future licences. 

A modest increase in the rate of POCT to 10 per cent would not materially change the price for 

wagering products and could be passed through to consumers by minor changes to 

Overrounds/odds offered, or absorbed through reductions in costs or profits.  
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A 10 per cent tax rate would, however, cause the JVA’s wagering tax change, compared to the 

pre-POCT tax framework, to increase from about 1.5 per cent to about 3.5 per cent, slightly more 

than double. This impact would need to be considered. 

Based on these factors, Victoria’s decision to impose an 8 per cent POCT rate was an appropriate 

initial setting, as the cautious approach to setting the POCT has had the intended effects to date – 

that its, not inhibiting wagering industry viability and ensuring the VRI is no worse off.  

Tax-free threshold  

The Victorian POCT includes a $1 million annual tax-free threshold for all wagering operators, 

which is intended to ensure the viability of small operators, particularly on-course bookmakers.  

On-course bookmakers generally provide a boutique service and add to the race-going experience, 

while not providing significant competition to corporate bookmakers or the wagering and betting 

licensee. Many on-course bookmakers generate significantly less than $1 million in annual Victorian 

revenue and the combined cost of the tax and administration/compliance may place an undue 

burden on these operators. Larger on-course bookmakers with annual revenue exceeding 

$1 million are subject to the POCT on that excess revenue, as with any other wagering operator. 

Since the POCT was implemented, around a dozen operators have registered as a POCT liable 

entity, with few of these being on-course bookmakers. To this extent, the tax-free threshold has 

succeeded in shielding on-course operators from becoming liable to pay the POCT and suggests 

there is no case to increase the tax-free threshold, the primary effect of which would be to reduce 

the liability of the largest few wagering operators.  

It appears unlikely that decreasing the tax-free threshold would bring many or any new operators 

into the POCT base. Based on stakeholder feedback, if the annual tax-free threshold was reduced 

to $500,000 it is unlikely any additional operators would become liable for the POCT. 

While this indicates that the threshold could be reduced without impacting the viability of smaller on-

course bookmakers, it is also likely to stifle the ability for on-course bookmakers to expand their 

operations and gain revenue of close to the current $1 million threshold. 

Given the small number of taxpayers and limited size of potential uplift, there does not appear to be 

a clear case to changing the current tax-free threshold setting at this time. 

Treatment of Free Bets 

The intention of including free bets in the calculation of POCT liability was to ensure that free bets 

did not have preferential tax treatment that encouraged rapid growth in their use after the POCT 

was implemented. Free bets are already widely used and have grown strongly over the past 

decade. Free bets contribute less than 10 per cent to wagering operators’ POCT liabilities. 

Since the introduction of the POCT, the broad use of free bet offers is still prevalent in Victoria  and 

there has been no meaningful reduction in the growth of free bet usage, with some operators 

reporting significant growth in free bets throughout 2019. This suggests the current tax treatment 

does not create a significant burden on wagering operators’ ability to continue offering free bets.  

Finding 4 

• The $1 million tax-free threshold has reduced the regulatory burden of the POCT on small 
operators without significantly reducing tax revenue. 
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The review finds the treatment of free bets under the Victorian POCT has not had a major impact 

on the commerciality of offering free bets or running other betting promotions. 

Determination of customer location 

The current definition of whether a bet is made in Victoria is based on the physical location  

(geo-location) of the customer at the time of placing the bet. However, the Government recognises 

the difficulties in tracking the location of customers for certain platforms/operators and allows 

operators to use a customer’s registered residential address, or for commercial operators their 

business address, if the actual location of the customer cannot be reasonably ascertained. 

Victoria believes that over time the regulation and taxation of wagering activity will be integrally 

linked to the location of the customer when placing each bet. The Government expects that, within 

reason, all operators should be building the capability to track the location of each bet, to enable the 

calculation of wagering tax based on customer location and not the customer’s registered address.  

The review notes that small operators may not have the financial capacity to build such a system 

and that some betting platforms do not provide the operator with location data (e.g. telephone 

betting). Additionally, it is noted that the ability for operators to advance plans to prepare such 

systems may be hampered by the effects of the coronavirus (COVID-19) pandemic. 

Some operators may be able to track customer location but may not initially be able to link this 

information to each bet or to the relevant financial data held by the operator , given that before the 

POCT there may have been no need to expend resources building these capabilities for tracking 

each bet. Operators are considered to be taking ‘reasonable steps’ where the operator utilises 

available technology to attempt to obtain location data for each bet and can show evidence of 

developing systems to link location with financial/betting data.  

Other matters raised with the review 

Through the review, several minor amendments to the operation of the POCT have been raised.  

Data gathering 

Stakeholders have reported that the replacement of the previous wagering and betting tax regime, 

which applied different tax rates to different products and allowed for more specific data collection, 

has resulted in less data being available for policy analysis. This includes both the analysis of tax 

and regulatory settings, as well as the effects wagering may have on the community (e.g. through 

problem gambling). 

The POCT currently requires taxpayers to report a total monthly figure for total wagering and 

betting, split only between three high-level bet types (fixed odds/general bets, pari-mutuel and 

Finding 5 

• The inclusion of free bets in the calculation of POCT liabilities has not significantly affected 
their use and should be maintained.  

Finding 6 

• Determining whether a bet is made in Victoria based on the physical location (geo-location) 
of the customer at the time of placing the bet does not create a significant burden on 
operators. 
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betting exchange/agent commissions) as well as separately identifying free bet earnings. Besides 

the wagering and betting licensee, which operates multiple bet types, other wagering operators 

typically operate only a single bet type.  

Across all operators, there is no current requirement for operators to report their split of products by 

event type. For example, a bookmaker that offers fixed odds betting reports its  revenue for both 

racing and sports events jointly, limiting the ability for data collection and analysis based on event 

type. However, given the nature of monthly reporting and the small number of operators liable for 

the tax, it would be feasible that operators could provide further data on their revenue and POCT 

liability breakdown, particularly between racing and sports events. 

Technical amendments to legislation 

Bets using foreign currency  

The Tax Administration Act 1997 provides the general treatment of transactions using foreign 

currency for the purposes of State taxes, which refers to converting the relevant amount into 

Australian currency on the day on which the liability to pay the tax arose. However, under the POCT 

there is no liability to pay the tax until the tax-free threshold is breached, such that the timing of any 

such conversion is unclear. 

Some Australian jurisdictions provide for bets in a foreign currency to be converted into Australian 

currency on the day the bet is made, or nearest day that an exchange rate is obtainable. Victoria 

could adopt similar provisions to remove this ambiguity. 

Grouping provisions  

The POCT includes ‘grouping’ provisions, such that related entities are ‘grouped’ for tax calculation 

purposes. The grouping provisions stop operators from splitting their operations up into small 

subsidiaries and claiming the tax-free threshold multiple times. 

The current legislation provides for cases where an entity leaves or joins a group but does not 

provide a clear course of action where an entity may move from one group into another, or where 

groups may split into smaller groups (and other similar scenarios). While none of these scenarios 

have occurred in practice during the first year of the tax operating, minor amendments have been 

identified which would cater for these scenarios. 

Clarifying the treatment of GST and free bets  

The Victorian POCT is intended to apply to the full amount of net wagering revenue earned, 

inclusive of GST – that is, total revenue before backing out the GST component. 

The Victorian POCT is calculated inclusive of the face value of free bets, with any winnings which 

are redeemable for cash by the customer being allowed as a reduction in the calculation of net 

wagering revenue (the same as any other winnings paid out on a regular bet). Where a free bet’s 

terms result in the face value of the free bet not being paid to the customer, that amount cannot be 

deducted as winnings as the customer cannot redeem that amount for cash. 

For example, where a customer uses a $25 free bet on an outcome at odds of $4 that wins, the bet 

would normally pay out $100. However, free bets are often paid out without the original stake being 

paid to the customer, such that they only receive $75 (being the $100 winnings minus the $25 face 

value of the free bet). In this case, only the $75 paid to the customer which may be redeemed as 

cash may be counted as winnings paid out. Hence, net wagering revenue on this free bet is -$50 

(i.e. $25 - $75 = -$50). 
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Minor amendments to the current legislation would clarify the application of these provisions. 

Finding 7 

• Minor legislative amendments could improve the operations of the POCT, including the 
usage of foreign currency and other minor clarifications, as well as adding a requirement 
that operators report wagering revenue and POCT liabilities split by racing and sports 
events. 
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