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EXECUTIVE SUMMARY

PROJECT OUTLINE AND CONTEXT

In conjunction with the Northern Territory
Government (NTG) and the Australian
Football League (AFL), Australian Football
League Northern Territory (AFLNT) engaged
Bastion to investigate the feasibility of
creating an AFL team based in the Northern
Territory (NT) and simultaneously provide
opportunities to advance the game

and the Territory community.

Australian football is a symbol of progression and unity in

the NT. There is an unrivalled passion for the game that

permeates the Territory community with 20% of the NT's

population participating in the game; the highest per
capita of any State or Territory in Australia'. The Territory
represents and cherishes Australian football, and it is
an inherent part of its culture.

Australian football is an important vehicle to address
some of the Territory’s most challenging social issues.
Bastion has explored the uniqueness of the Territory
from a social, economic, cultural, political and
geographic perspective. This is the basis of the ability
of AFL to uniguely influence through outcomes
including, but not limited to: increasing secondary
and tertiary education attendance; improving mental
and physical health outcomes; reducing crime rates;
and, through the growth of the women’'s game,
enhancing gender equality.

These outcomes are particularly important given

the considerable differences in quality of life outcomes
for Aboriginal Australians in the NT, as demonstrated
by the limited progress described in the Federal
Government's recent ‘Closing the Gap' 2018 report.
Bastion believes this social value would become a core
tenet of a potential Territory AFL team, which would be
unprecedented in the Australian, and potentially global
sporting landscape.

To investigate the possibility of creating an AFL

team in the NT, Bastion reviewed the operational
and financial models of all current AFL teams. These
clubs are either sustained by their own revenues or
are provided with additional AFL funding, with the
expectation that they will be capable of sustaining
themselves at some point in the future. Bastion refers
to the existing financial operating model of the AFL
teams as the Traditional Model.

The revenue minimum standard across the AFL

was identified as $40m since North Melbourne, Gold
Coast and GWS operate off this approximate base. This
amount covers the approximate $23.1m limit afforded
to AFL teams to spend on the football department

(players and coaching staff) and considers all other major

marketing, membership, sponsorship, match day, club,
facilities, administration and finance costs.
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For any region considering the feasibility of a new
AFL team, the minimum standard is the suitable
benchmark as it demonstrates the base revenue
streams a team must acquire to be sustainable.

Bastion's research used publicly available data and

was correlated via more than 20 interviews with senior
members of the NT's business, not-for-profit, Indigenous
and Government stakeholders. Workshops were also
conducted with the designated Steering Committee
for the project, which comprised AFL, AFLNT and NTG
stakeholders.
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KEY FINDINGS & CONSIDERATIONS

Bastion's research into the context
of the NT, AFL in the NT and the
learnings from the stakeholder
interviews identified some unique
considerations for the potential

of creating an AFL team via the
Traditional Model. The most important
consideration is the comparatively
small population of the NT that will
limit the ability to drive consumer
and commercial related revenues.

The 148,564 people in Creater Darwin and
248,327 people across the NT will present a
significant challenge in creating the capacity

and engagement to support a sustainable AFL
team in a traditional manner. Beyond population,
there are practical, social, football-related and
financial considerations that will create significant
barriers to the NT team's initial creation and long
term viability and sustainability.

Another key consideration is the geographical
location of a potential Territory AFL team. During
the stakeholder interviews, there were particularly
strong proponents of a North Australia model that
broadly aligns with ‘Our Future, Our North: White
Paper on Developing Northern Australia’, a 2015
document released by the Federal Government.
While Darwin is likely best suited to be the
operating and main playing base for the team,
there are also opportunities to play home games
in centres including, but not limited to, Cairns,
Townsville and Alice Springs, along with creating
some alternative training bases.

A North Australia team would provide more
critical mass, commercial opportunities, talent
development and outcomes; as well as slightly
increasing the already significant challenges of
the Darwin-centric model: such as increased
travel, high performance and liveability. There

are additional costs associated with the North
Australia model including ensuring multiple
stadiums meet AFL minimum standards as

well as travel and accommmodation. However,

the opportunity to position a team as representing
North Australia rather than an exclusively Darwin
team is one that Bastion suggests warrants serious
consideration. Ultimately, Bastion believes that

no major decisions should be made on the team
location until there is a deeper understanding

of the most effective funding model.

EXECUTIVE SUMMARY /

THE OPPORTUNITY

THE UNCONVENTIONAL MODEL

In completing this report, Bastion has
concluded that an AFL team could not
be established and sustained under the
Traditional Model, mostly due to the

size of the population and subsequent
lack of football-related revenues, such

as membership, match day, corporate
hospitality, commercial, ticketing and
merchandise. Therefore, other revenue
sources have been considered, including:
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* AFL

« NORTHERN TERRITORY GOVERNMENT

« FEDERAL GOVERNMENT

e ABORIGINAL LAND COUNCILS

e CORPORATE SOCIAL RESPONSIBILITY

e OTHER

These sources of revenue will have varying capacity
and inclination to support an AFL licence and all of
these have been considered. The above-listed parties
may be willing to support an AFL team in the NT on
the basis that it can generate significant social and
economic impact for the community. The ability

to measure this impact will be central to acquiring
alternative sources of support. Bastion has also
considered the risks associated with relying on

these sources of revenue over a protracted period.

Bastion believes the Territory’'s most viable strategy
for achieving an AFL team is via the Unconventional
Model. The small NT population directly impacts
football-related revenues that are essential to the
long term self-sustainability of an AFL team. The AFL
is unlikely to look to invest in a new domestic team
that will need significant financial support if it is
reviewing new opportunities from a Traditional
Model perspective that aims to expand the game
through mainly growth catchments and virgin

AFL territories.

The Unconventional Model emphasises social impact
as the core objective of the team, which would be
unprecedented in Australian, and potentially global
professional sport. An AFL team in the NT has the
potential to unite the community, key stakeholders
and financial players.

A team will be able to uphold the social value

of Australian football; while progressing the game
but also, just as importantly, the Territory itself
and the lives of its community members.

Bastion has forecast that the economic benefit to

the NT could be as much as $559m if the new club
was provided with a new stadium and training facilities.
If the club used existing facilities, the benefit would

fall to approximately $148m in the first season, and if

a $70m renovation of existing facilities was undertaken,
the economic benefit would be approximately $248m.
These scenarios take into account the economic benefit
of one full season of AFL team operation in Darwin.

Perhaps more significantly, Bastion has found

that the social impact of an AFL team in the NT

could be as great as $462m when considering

the benefits of health, education, community
cohesiveness, gender equality and crime reduction

to the Territory community. This reiterates the premise
of an Unconventional Model: that the economic

and social benefits serve as compelling reasons

to consider introducing an AFL team into the NT.
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CHALLENGES

THE REVENUE GAP

Having established the minimum standard
required to support the Traditional Model,
Bastion projected the potential revenue
streams that an AFL team in the NT could
generate.

Bastion estimates that a Territory AFL team would
be capable of generating an annual revenue of
approximately $30m, which is around $10m less
than the operational expenditure (OpEx) required
on an annual basis in comparison to minimum
standards in the AFL.

Bastion believes there is also likely to be additional costs
associated with running an AFL team in the NT such as
travel and staff, as well as the likely cost associated with
engaging with the Territory commmunity through social
programs, totalling approximately S5m.

Social programs are an important cost consideration
because social impact will be key to attracting
alternative sources of revenue to cover the gap

that a Territory AFL team could generate under

a Traditional Model.

Therefore, Bastion estimates that the OpEx gap for

an AFL team in the NT is approximately $15m annually
and it would also require an initial $76.5m in capital
expenditure (CapEx) to develop a stadium and facility
to AFL standards.

Under these estimates, an AFL team would require
annual revenue streams of $45m to be sustainable
and additionally would need to source funding for
infrastructure investment.

TALENT DEVELOPMENT & PLAYER RETENTION

Beyond financial challenges, there are
significant challenges with ensuring there
is enough talent developed in the NT to
support an AFL team, with the number of
players making it to the elite men’'s game
dropping over the last decade from 27 in
2010 to 12 in 2019.

The NT pathways need to be far more effective and
prolific in producing AFL and AFLW standard players
than they currently are, and therefore, Bastion suggests
the creation of an aspiration to double this talent pool in
the next decade so a potential AFL team could be more
highly represented by Territorians.

With the above in mind, Bastion recommends that
AFLNT work closely with the AFL Talent Pathways
department in reviewing all related activity.

Additionally, the Gold Coast Suns example has
demonstrated how lower liveability, weather, lack

of diverse leisure activities, geographical isolation and
limitations on commercial opportunities for players
impact the retention of players and staff. 76 out of 112
of Gold Coast’s players have left the club from 2011-19,
demonstrating the challenges for player retention in
isolated and non-traditional AFL regions that will be
particularly relevant for the NT.

The other key retention factor for the Gold Coast -

and perhaps by contrast to the GWS scenario -

is the critical need for competitiveness and on field
success. If more talent is developed in the NT, then

a potential team could be better supported by players
that have a greater propensity to want to play in the
NT; consequently driving player retention. With more
talent that is AFL standard and committed to playing
in the NT, a team in the NT would be more competitive
on the field, highlighting the importance of the talent
development issues.
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RECOMMENDATIONS

The research and analysis phases led to a number of recommendations and next steps
that AFLNT should implement to enhance the possibility of receiving an AFL license. It was
deemed most effective to highlight these through the creation of an additional strategic
pillar for AFLNT.

The sixth strategic pillar complements AFLNT's current five strategic pillars and has been
created to serve as an aspirational objective with all priorities aimed at progressing Australian
football in the NT whilst at the same time provide for a compelling case in the instance

a license became available.

The Pathway to AFL Team Pillar identifies how to progress Australian football in the NT
and put the NT in the best position to secure an AFL licence.

SUMMARY

The Northern Territory does not meet the conventional AFL license measures of
being a region of large and growing population and a non-traditional AFL center
that have characterised the most recent expansion efforts in Western Sydney and
South East Queensland.

Whilst this is clear and undeniable, this project has uncovered a unique opportunity
to review this expansion differently. The potential of an AFL team based out of the NT
to affect social and commmunity change is immense and is worthy of further exploration.

There are challenges to confront and overcome in the aspiration of creating an AFL

team in the NT; however, a key component of AFLNT's approach is that regardless of

the eventual outcome regarding the awarding of a licence, it is critical that the aspiration
towards it and the resultant plans, strategies and actions taken provide real and ongoing
benefit for both the game of Australian Rules and most importantly, the people and
communities in the NT.
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UNDERSTANDING &
REFINING THE BRIEF

THE BRIEF

AFLNT conducts Australian football competitions and associated events throughout
the Northern Territory; driving participation, social impact and elite pathways.

In conjunction with the NTG & AFL, AFLNT engaged Bastion to investigate the
feasibility of creating an AFL team based in the Northern Territory (NT) and to
simultaneously provide opportunities to advance the game and the Territory
community. The NTG allocated funds, along with the AFLNT, to jointly fund this
scoping study as the first step in investigating the opportunity. A joint steering
committee with representatives from AFLNT, NTC & AFL was established

to coordinate and drive this project, alongside the consultants, Bastion.

THIS REPORT WILL IDENTIFY HOW AFLNT CAN PROGRESS THE GAME OF AUSTRALIAN
FOOTBALL AND PLACE ITSELF IN THE BEST POSITION TO SECURE AN AFL TEAM.

THE RFT &

PROJECT METHODOLOGY
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The RFT was issued by AFLNT in February 2019 and requested the delivery

3

RISKS

of the following outcomes:

1 2

MODELLING BENEFITS

= Financial = Social

= Operational = Economic

= Sustainability = Reputation

= Impact = Government

FINANCIAL KEY CHALLENGES &
BARRIERS TO ENTRY

s OpEx

. CapEx = Funding

License Availabilit
= Minimum Standards - v
= Population
= Workforce

= Considerations

Analysis

Mitigation

6

RECOMMENDATIONS

Implementation Plan

Timeframes

BASTION FOLLOWED A THREE-PHASED METHODOLOGY TO DELIVER AGAINST

3

RECOMMENDATIONS

THE RFT AND THIS REPORT:

1 2

RESEARCH KEY FINDINGS
& ANALYSIS

= AFLNT & Bastion workshop
= AFL Traditional

= Four visits to the NT Model Analysis

= 20+ stakeholder interviews -
= Key Findings

= Desktop research & Considerations
o The NT = Impact Analysis:
o AFLinthe NT Social & Economic
o AFL club finances = The Revenue Gap

o OpEx & CapEx
minimum standards

The Unconventional Model

A Sixth Strategic Pillar

Timeline to Build Case
for AFL Team
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THE NT

Bastion completed research into the NT, AFL in the NT and the AFL Traditional Model
through stakeholder interviews and desktop research to fully contextualise the project

and understand the unique environment.

POPULATION

= The current population in the NT is 245,678
and 147,102 in Greater Darwin, the smallest
for any State or Territory in Australia.

NORTHERN TERRITORY POPULATION TREND

= The NT Government's 2018-28 Population Growth
Strategy aims to reinvigorate population growth to
reach 1.4% annual growth from 2026-31, with the
current rate projected to be at 0.5% from 2016-21.
The population strategies aim to return the growth
rate to the 20 year annual average growth rate.

250,000 g

200,000

150,000

100,000

50,000

2006 2008 2010

2012 2014 2016 2018

The NT Department of Treasury and Finance estimates that the NT's population will be 351,607 by 2046.2

SOCIAL

= The geography of the NT has created a socially
and economically disparate territory, with wealth
and access to services close to population centres,
and the remote location of many smaller population
groups creating additional issues beyond normal
societal challenges.

= As the Closing the Gap 2018 progress report
demonstrates, there are considerable differences
in quality of life outcomes for Aboriginal Australians
in the NT. *

= Remoteness of living conditions: 80% of Aboriginal
Territorians live in remote and very remote areas.

= High child mortality rate: The NT has an Indigenous
child mortality rate in Australia at 305 per 100k
people, as compared to 98 per 100k people for
non-Indigenous Territorians.

= Low life expectancy: Aboriginal males born between
2015 and 2017 in the NT have a life expectancy of
66.6 years (13.6 years less than non-Indigenous males
across the country). Aboriginal females have a life
expectancy of 69.9 years (12.7 years less than non-
Indigenous females across the country).*

CULTURAL

= The NT's culture is closely tied to its Indigenous
history, remote environment and harsh climate.

= Since the 1960s, recognition of Aboriginal land rights
in Federal legislation has led to increased awareness
and celebration of Australia’'s Indigenous culture.
The Aboriginal Land Rights (Northern Territory) Act
1976, The Native Title Act (1993), and a series of other
landmark court decisions, gave greater recognition
of the connection between Indigenous identity
and the land, providing a platform for Aboriginal
engagement in decision making.
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High imprisonment rate: In the NT, Indigenous
children are 39 times more likely to be imprisoned
than non-Indigenous children.

High drug & alcohol use: Alcohol-attributable
deaths occur in the NT at 3.5 times the rate they do
in the rest of Australia, with rates 9-10 times higher
for Aboriginal people®. In 2016, 27% of Indigenous
Australians used an illicit drug in the last 12 months.
This was 1.8 times higher than for non-Indigenous
Australians (15.3%).

High domestic violence: Indigenous women

are 35 times more likely than non-Indigenous
women to be hospitalised due to family violence
and Indigenous men are 21.4 times more likely than
non-Indigenous men to be hospitalised due to
domestic violence related assaults.

High victimisation rates: Assault victimisation
rate for Aboriginal victims increased in the NT
by 500 victims in 2010, to 7,084 victims per 100k
Aboriginal Torres Strait Islander persons in 2017.6

High sexual assault rates: Sexual assault increased
by 44 victims in 2010 to 270 per 100k Aboriginal
and Torres Strait Islander persons in 20177

Today more than 40 different Indigenous language
groups reside in the NT and more than 35,000
people continue to speak Australian Indigenous
languages at home?®
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POLITICAL
= The NTG is currently held by the Labor Party, led by = At the Federal level, the NT is represented by
Chief Minister Michael Gunner. Labor were elected two Members in the House of Representatives
in 2016, winning 18 of the 25 seats in the Legislative and two Senators, with the two lower house seats -
Assembly, but that dropped to 16 seats after two of Solomon and Lingiari - both held by Labor in
its members became independents. The next NT the 2019 federal election.

election will be held in August 2020.

ECONOMIC
= The NT economy generated a Gross Territory = To inject much needed growth and employment
Product (GTP) of $26.2b over the last 12 months. into the economy, the NTC lifted a long-standing

moratorium on onshore gas exploration in April 2018.

Growth has slowed to 1.7% over the last 12 months
as the economy adjusts at the end of the NT's largest-
ever project, the S55b Ichthys LNG project.

THE NORTHERN TERRITORY’S GROSS TERRITORY PRODUCT 2017/18°

INDUSTRY % OF GTP % OF EMPLOYMENT

Government and Community Services 23.0 379

Service Industries 19.4 337

Mining 12.9 37

Construction 11.0 10.5

Defence 73 52

ENVIRONMENTAL

= The NT is Australia’s third biggest State
or Territory at 1,347,791 square kilometres.

= The environment and particularly the weather
has an impact on sporting seasons, with the rain
forcing cricket to be played in the Dry season in

The Top End has two main seasons:
the Wet (November to April); and the Dry season
(May to October).

the Top End. This means the NT's premier Australian
football competition, the Northern Territory Football
league (NTFL), is played in the Wet Season; which is
not aligned with the traditional AFL season (March

Central Australia has four main seasons: Summer
(December to February); Autumn (March to May);
Winter (June to August); and Spring (September
to November).

to September).
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AFL IN THE NT

PARTICIPATION & FANS

= There were 49k+ Australian football participants = The rise in women'’s football is demonstrated
in the NT in 2018, which represents a 9% growth through 16k female participants.
from 2017.

= There are 98k Tasmanians that are members
= There is a 20% per capita participation rate of AFL clubs, compared to 4k for the Territory.

in NT, compared to 10% nationally.
= There are 378 NT Thunder members

and 1.8k NTFL members.

2018 AFL PARTICIPATION AS A PERCENTAGE OF TOTAL POPULATION BY STATE / TERRITORY
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There are three core types of community program:

AFLNT Remote Programs:

AFLNT is the only peak sporting body in the NT with staff
permanently employed in remote regions. The network
of game development staff are employed to live in these
11 key communities, bringing football programs and
social, health, education and employment benefits.

Carnivals & School Engagement:

AFLNT runs a variety of community and school programs
to drive youth participation. This includes school clinics,
umpiring courses and carnivals.

Michael Long Learning & Leadership Centre: The
Michael Long Learning & Leadership Centre (MLLLC)
was created to provide education and employment
outcomes for Indigenous children. It uses Australian
football as the inspiration for excelling in the programs
and provides a conduit between remote commmunities
and Darwin. The two key programs delivered by the
MLLLC - Make your Mark Leadership (ages 10-14) or

the Employment Pathways (ages 14-17) - will have 350
students participate in 2019, up from 237 in 2018.

AFLNT 2019 COMMUNITY
PROGRAM MAP

Il AFLNT REMOTE PROGRAMS

Il MICHAEL LONG LEARNING &
LEADERSHIP CENTRE ACTIVITY
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TALENT

Talent Pathway
The talent pathway has been developed by AFLNT to maximise all opportunities for promising talent and provide
them with a tangible pathway to the elite game.

AFL / AFLW

PRESEASON /

MIDSEASON DRAFT AFL / AFLW NATIONAL DRAFT

AFL / AFLW NATIONAL COMBINE

AFL ALLIES U18S AFL ACADEMY

WOOMERAS / MEDLEYS

FLYING BOOMERANGS

NT THUNDER ACADEMY
(u18, U16)

AFL NEXT
GENERATION
ACADEMIES

AFLNT REGIONAL
ACADEMIES

MICHAEL LONG CUP / KICKSTART CHAMPIONSHIPS / TALENT IDENTIFICATION DAYS

REMOTE PROGRAMS
(GROYTE, GOVE,
WADEYE, MANINGRIDA)

INTER SCHOOL
COMPETITIONS &
SCHOOL PROGRAMS

CLUB COMPETITIONS
(NTFL, CAFL, BARKLY,
GOVE, TIMI, BIG RIVERS)

2018 GEOGRAPHICAL ORIGIN OF AFL TEAM LIST (HPN FOOTY DATA)

Northern Territory
Victoria

South Australia
LESERIE

Western Australia

Queensland
New South Wales

[OVEIEEES

NT Thunder

NT Thunder is a wholly-owned
entity of AFLNT and is the NT's
most elite team. The club has
competed in the men’s North
Eastern Australian Football League
(NEAFL) since 2011 (and in the

Queensland AFL in 2009 and 2010),

and the Victorian Football League
Women's (VFLW) competition
since 2018. The club was created
to harness the ability of Australian
football to address persistent
social challenges and to provide
education and employment
opportunities for Territorians.

SHARE OF

PLAYERS LEAGUE

NGAs

The Next Generation Academies
were formed in partnership with
the AFL teams to engage young
players of any skill level, with a
primary emphasis on identifying
players from Indigenous and
multicultural backgrounds. In

the NT, five clubs have established
NCAs: Melbourne, Collingwood,
Essendon and Hawthorn and
Geelong. Darwin is not within

a designated NGA zone, reflecting
the amount of talent that has
consistently been identified in
the region, as it would be unfair
to give Darwin to one team.

POPULATION
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PLAYERS PER

(MILLION) MILLION PEOPLE

Elite AFL Talent

In 2018, The NT had 73.1 players
p/million in the AFL, which is the
highest nationally.
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COMPETITIONS

Northern Territory Football League
(NTFL)

Running from October to March, the
NTFL is the wet-season competition
based out of Darwin.

FACILITIES

Central Australian Football League  There 9 other major competitions
(CAFL) inthe NT

Running from April to July, the CAFL

is the dry-season competition based

in the heartland of Alice Springs.

= The NT has the most clubs per ground by State or Territory meaning that the resources are currently utilised

and maximised to the full, with significant strains on some facilities.

2018 AUSTRALIAN FOOTBALL CLUBS PER GROUND BY STATE / TERRITORY

525
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= The 2018 AFL National Facility Audit identified a $217m gap to upgrade all facilities to adequate standards.

= There are 3 key facility development projects planned in the NT: MLLLC Alice Springs new facility ($18.5m); NTFL
clubs St Mary’s, Wanderers and Darwin upgrades (510m); and MLLLC Darwin upgrades ($3m); totalling $31.5m.

ECOSYSTEM
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Bastion defined the NT’s Australian football ecosystem into three segments:

ENABLERS /

Provide facilitators with the
resources to host and develop
Australian football for participants.

COMMUNITY
PARTNERS
& SPONSORS

NT GOVERNMENT AFL

COMMONWEALTH
GOVERNMENT

ABORIGINAL
LAND COUNCILS

LOCAL
GOVERNMENT

LEAGUES

FACILITATORS /

Organise and manage all aspects
of Australian football, including

participation, game development,

talent, community and social
programs.

PLAYERS CLUBS

UMPIRES VOLUNTEERS

PARTICIPANTS /

Crassroots footballers and the
volunteer network that support
them.

SUPPORTERS SCHOOLS

AFL CLUBS

AFL NEXT
GENERATION
ACADEMIES

Il ENABLERS
Il FACILITATORS

Il PARTICIPANTS

= AFLNT has five strategic pillars: sustainability, football talent, growth, engagement and community impact.

= AFLNT will operate off $12.16m revenue in 2018/19, with a large part of this generated by AFLNT itself,

compared to other state AFL bodies.
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AFLNT REVENUE AND EXPENSES (18/19)

Administration

Comms
& Digital

Corporate
Partners

MLLLC

Community
Football

Facilities

Talent

NTFC

Game
Development

Events

Food &
Beverage

Remote
Communities

l‘i

$0 (000’s) $1000 (000's)

B REVENUE

$2000 (000's)

$3000 (000's) $4000 (000's)

Bl EXPENSES

$3.9m of the $12.16m is given from the AFL to AFLNT, which is the most State or Territory funding per capita.

CHALLENGES

= Geographic: These include logistics, travel,
remote community accessibility and family ties.

= Facilities: 95% of local community club facilities
were below the preferred minimum standard
and 35% of all playing fields were rated as
being in poor condition.

= Financial: A low commercial asset base
and the additional cost of delivering Australian
football programs in the NT, means AFLNT
is reliant on external funding from the NTG,
Federal Government and the AFL.

= Administrative & Governance: These include
the NT Australian football clubs’ strategic direction,
financial sustainability, organisational structures
and risk management.

AFL
OPERATIONAL MODEL

OWNERSHIP MODEL

The AFL Commission is the independent governing
body of the AFL with eight commmissioners being
elected by the 18 clubs. A 75% vote of the all of the
teams is required to make any significant changes to
the league, including adding new teams.

All AFL clubs are member based clubs with the key
differences found in the appointment and voting
power of their respective boards. There are three
main ownership models active in the AFL:

o Member Owned: All Victorian clubs & Brisbane
utilise this model with club members electing
board
and the club owning the AFL license.

o Semi-Member Owned: Sydney, GWS, Gold Coast,
Adelaide and Port Adelaide operate under this
model. The majority of the board members are
elected by the AFL, so the AFL has majority voting
rights. KPIs
have been put in place for some these teams to
transition them to Member Owned clubs.

o WAFC Owned: West Coast & Fremantle’'s AFL
licenses are sub-licensed to them by the WAFC.
The clubs entered the AFL through the Western
Australia Football League (WAFL) and maintained
independence.
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ORGANISATIONAL MODEL

There are differing levels of staff across AFL clubs:
Collingwood 128, Melbourne 124 & GWS 97, with
most staff in the football department: Collingwood
61, Melbourne 61 & GWS 47.

In 2019, the player and football department spend
was capped at $23.1m by the AFL for each club.

In 2019, an average of $S6m was spent on staff outside
of football department at AFL clubs.

El.
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To better understand the traditional AFL team financial AFL teams are either sustained by their own revenues
model, Bastion reviewed the revenue and expenditure or are provided with additional AFL funding with the
of every club in the league. The aim of this process was expectation that they will at some point in the future
to develop a clear view of the spectrum of financial be capable of sustaining themselves. Bastion refers
models across the league, with a primary focus on to the existing financial operating model of the AFL
determining the minimum standards across the AFL. teams in this report as the Traditional Model.

FOOTBALL & NON-FOOTBALL REVENUE STREAMS

Football revenue streams include all financials In contrast, non-football streams include all elements
that are directly impacted by performance on that are not directly impacted by performance on the
the field including: field including:

= Membership & Ticketing = Government = Community

= Corporate Hospitality = AFL = Events & Fundraising
= Match day = Venues = Donations

= Commercial = Education = Gaming

= Merchandise = Coterie Groups

The total annual revenue of AFL teams varies significantly across the league between the
bigger and smaller clubs. For football revenue, there are two major drivers of these varying
revenue streams: the consumer base and the relationship that a club has with its stadium.
For non-football revenue, the clubs’ revenue streams differ significantly based on their official
stance on gaming and the amount of funding given by the AFL.

- m -
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AVERAGE AFL CLUB REVENUE BREAKDOWN IN 2018

AFL &
B OTHER GRANTS m NON-FOOTBALL
9 15.8%
28.1%
SPONSORSHIP,
m SOMMERCIAL m OTHER
& CORPORATE 2.9%
25.6%
MEMBERSHIP
B & TICKET SALES @ MERCHANDISE
25.5% 1.9%

AFL Team Revenues Pie Chart Notes
*Bastion removed Port Adelaide and Richmond as they do not break down commercial activities, membership and match days.
*Sydney Swans was excluded due to no annual report in 2018.

DIVERSIFYING REVENUE STREAMS

In recent years, there has been a * AFLW
significant drive by the AFL and the teams « MULTI-SPORT CLUBS
to diversify revenue streams. These new

. « ESPORTS
streams include:

* CONTENT PRODUCTION
* FOUNDATIONS

* INTERNATIONALISATION

H.



BASTION EBA = AFLNT .

24

AFL FINANCIAL MODEL /

CLUB BY CLUB

REVENUE ANALYSIS

To get a further understanding of each individual club’s revenue streams and identify the
minimum standard, Bastion analysed each club individually and identified the following:

$82,265,015

The club with the highest revenue in 2018 was West

Coast with $82,265,015, driven by the favourable stadium

TEAM REVENUE (AUD)

West Coast
Collingwood
Richmond
Hawthorn
Geelong
Essendon
Carlton

Port Adelaide
Fremantle
Adelaide
Brisbane Lions
St Kilda

Western Bulldogs

Melbourne

GWS

Gold Coast

North Melbourne

$39,618,239

North Melbourne reported the lowest revenue in 2018
with $39,618,239. North Melbourne has a comparatively
smaller consumer base and is the only club currently
committed to not pursuing gaming revenue streams.

82,265,015
82,074,011
79,777,837
74,339,727
67,944,647
65,092,072
61,627,141
59,000,643
58,390,623
56,060,913
55,605,874
53,864,218
51,576,289
49,010,456
43,453,413
40,042,853

39,618,239

AFL FINANCIAL MODEL /

AFL TEAM
EXPENDITURE

SPONSORSHIP STRATEGY / SEPTEMBER 2019

To further the findings from the AFL team revenues analysis, and to better gauge the minimum standard,
Bastion investigated AFL team expenditure. The average expenditure in 2018 across all of the clubs was
$58,286,948, with the highest expenditure being Collingwood with $82,055416, and the lowest being

North Melbourne with $38,900,103. 1°

2018 AFL CLUB EXPENDITURE COMPARISON

TEAM EXPENDITURE (AUD)

Collingwood
West Coast
Hawthorn
Richmond
Geelong
Essendon

Carlton

Fremantle
Brisbane Li
Adelaide
Western Bulldogs

Melbourne

Port Adelaide

CWS

St Kilda

Gold Coast

North Melbourne

82,055,416

75,303,667

73,283,008

68,668,187

64,148,544

62,770,201

62,200,919

59,993,164

56,237,709

55,263,508

54,554,911

51,566,956

50,088,804

45,439,104

43,739,246

40,911,615

38,900,103
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AFL TEAM
EXPENDITURE o

497% of club expenditure is spent on the football department to be competitive on-field
with most of the clubs spending approximately $25m on funding their football departments
and players With the soft cap and the players salary adding up to $23.1m, Bastion assumes
that the majority of clubs include other employee expenses and their additional teams such
as VFL, NEAFL, WAFL and AFLW costs under the bracket of football department expenses,
given the value recorded is often higher than $23.1m.

AFL EXPENDITURE BREAKDOWN IN 2018

FOOTBALL EXPENSES / 49.9%

SPONSORSHIP, MEMBERSHIP
& MERCHANDISE / 14.0%

ADMINISTRATIVE EXPENSES / 10.2%

MARKETING & MATCH DAY / 8.5%

NON-FOOTBALL EXPENSES / 7.3%

] DEPRECIATION
& AMORTISATION / 0.9%

AFL Team Expenses Pie Chart Notes

*Several clubs calculate their employee expenses with football department spend e.g. Hawthorn recorded $37m, when the total
cap is $23.1m for football department spend.

*Bastion removed Carlton and Geelong due to data points being aggregated together.
*Bastion removed Collingwood & Port Adelaide as they do not break down commercial activities, membership and match days.

*Cost of Sales assumed as Merchandise for Brisbane Lions, Gold Coast, GWS, Hawthorn & Melbourne, given the similarity in
amounts to other clubs.

*Gold Coast Match Day expense included in Sponsorship, Membership & Merchandise category.

*Sydney Swans was excluded due to no annual report in 2018.

SPONSORSHIP STRATEGY / SEPTEMBER 2019
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MINIMUM STANDARDS:
OPEX

Bastion believes that the Operational Expenditure (OpEx) of any new club would be relatively close to the S40m
mark in its initial years. This is the reality for North Melbourne, GWS and Gold Coast. It takes into the account the
$231m afforded to them in football department spend to be competitive in the early years. The rest of costs in
marketing, administration, finance, merchandise, commercial, membership and venue are mandatories to run
a functioning AFL team. Bastion will outline how building a team in the NT will likely inflate the OpEx of $40m
due to some unique factors.

GOLD COAST 2018 REVENUE BREAKDOWN

REVENUE TYPE REVENUE (AUD)

GCrant Income 23,696,768
Sponsorship & Supply Rights Income 6,494,108
Membership & Ticketing 7,301,203
Merchandise 253,600

Other Trading Operations 2,297,174

TOTAL 40,042,853

GOLD COAST 2018 EXPENDITURE BREAKDOWN?™

EXPENDITURE TYPE EXPENDITURE (AUD)

Costs of Goods Sold 157,868
Advertising & Promotion 1,187,133
Leases 1,188,756
Football Operations 1,664,986
Travel 975,424
Administration 3,354,849
Finance expenses 55,226
Depreciation & Amortisation 725,357
Employees 27,352,975
Sponsor & Match Day Activation 3,587,524

Maintenance 661,517

TOTAL 40,911,615

El.
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MINIMUM STANDARDS:
CAPEX

Alongside the OpEx minimum expenditure
review of North Melbourne, Gold Coast and
GWS, Bastion identified their initial Capital
Expenditure (CapEx) requirements. The key
CapEx consideration for setting up an AFL
team in a new region is facilities. There will
likely be other expenses including, but not
limited to:

Despite the above, the most significant cost will be facilities. To further understand the CapEx requirements

in the context of this scoping study, Bastion analysed the most recent examples of facility developments in

the AFL: the two new teams in the past decade and a number of recent developments.

In 2010, a $65m
redevelopment from 13,000
to 25,000 seats of Sydney
Showground Stadium,
jointly funded by the NSW
Government ($45m), the
AFL ($12m) and the Royal
Agricultural Society of NSW
($7m), was announced.

This upgrade to Metricon
Stadium (as it is now known)
was funded by the Queensland
State Government ($71.9m),
Federal Government ($36m),
Gold Coast City Council

(S23m) and AFL (S13.3m).

The additional costs for the
stadium were shared between

all stakeholders.
In recent years, there have o

been further discussions
around a redevelopment.
Given that the stadium
precinct delivers more than
$616m economic impact

to the area and attracts

1.7m visitors every year, the
stadium is looking for $20m
more to expand the capacity
to 30,000 - 35,000. ™

STADIUM

In 2014 a $11.5m purpose-built
training and administration
facility was announced and
jointly funded by Federal
Government, State Government
and the AFL.™®

TRAINING
CENTRE

“Data provided by the AFL
shows that, over a 10-year
period, this project will
generate $415 million of

economic activity, as well as a

direct tourism impact of $34

million every year through day

trips and overnights stays for
AFL matches.” - Queensland

Premier, Anna Bligh (2011). 15

In 2015 a $22m Elite Training
& Administration Base was

announced and jointly funded by
the Federal Government ($15m)

and the AFL and Gold Coast
(S7m). ™

In 2016, a $290m new 25,000 seat North
Queensland Stadium, jointly funded by the
Queensland State Government ($140m), Federal
Government ($100m), North Queensland
Cowboys ($10m) and the private sector ($40m),
was announced. '

According to a statement from the Queensland
Government, the project will deliver:

1,650 Full-Time Equivalent (FTE) jobs during
construction

$130m in wages and salaries during
construction

$280m in Gross Regional Production (GRP)
$5m annual GRP once ISEC completed
37,000 new visitors to the region each year

$2m annual visitor spend will be added to
Townsville economy once ISEC is completed

In 2019 a $50m Cowboys HQ redevelopment
was announced. $15m has already been
secured from the Federal Government and the
further $35m is currently being sourced. 2°

SPONSORSHIP STRATEGY / SEPTEMBER 2019

KEY FINDINGS &
CONSIDERATIONS

In this section, Bastion identified and explained the key findings and considerations that
were identified during the research and stakeholder engagement that impact the creation
of an AFL team in the NT.

TEAM BENEFITS

SOCIAL IMPACT AFL SOCIAL IMPACT ANALYSIS
= From Bastion’s research, the AFL would be making
history in Australian sport by investing in a team
that holds social impact as a primary objective.

= A Curtin University 2017 study showed that in the
AFL States (Northern Territory, Western Australia,
Tasmania, South Australia and Victoria), 86% of
men (between the ages of 15 and 64) who played
Australian football reported that they were in either
good, very good or excellent health, as compared to
70% of men who did not participate in sport at all. #

= The AFL has a proven ability to have major social
impact in Australia and particularly the NT:
promoting physical activity, school attendance,
education and employment opportunities.

= Government funding, for many of AFLNT's carnivals
and remote programs, is tied to the participant’s
school attendance. Boys living in remote areas of the
AFL States playing AFL were associated with a 20%
lower incidence of truancy #. The Clontarf Program,
which has supported more than 8,000 young men
across the country since its inception, reports that
year-to-year school retention is over 90% and school
attendance rates are greater than 80%.

= Bastion completed three social impact analyses:
the AFL, AFLNT and a projected analysis for an AFL
team in the NT. In this section, the first two will be
addressed to prove the impact of AFL more broadly.

According to researchers at La Trobe University,
football clubs are three times more useful for
developing social networks than work, education
or other community group networks. 2

In rural and remote Australia, club participation
rates have been shown to be 61% higher in boys
and 44% in girls than in urban areas, illustrating

the importance of sports clubs to rural community
connectivity. More broadly, people who play sport
are 44% more likely to have mixed-ethnic friendship
groups than non-participants. %
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= Australian football is played 12 months of the year in the south west of Arnhem Land, AFLNT's remote
in the NT and it has a well-documented capacity to program has become an important outlet for the
reduce social dysfunction. In remote communities, community, reducing historic clan violence and
football provides an essential social structure which community incarceration rates by 30%. ¢

can help to overcome boredom, lack of stability at
= The clear health benefits of increased female

participation aside, the increasing integration of
women into men'’s AFL teams has penetrated

home, lack of parental supervision, alcohol-fuelled
violence and suspension from school.

= Across the Territory, the peak of crime incidents communities across the NT and challenged historical
occurred in every measured jurisdiction in non- and cultural barriers to gender equality that have
football season months, with the exception of Darwin persisted for generations.

over the last five years. In the community of Wadeye

COMPARING CRIME RATES AGAINST FOOTBALL SEASONS

HIGHEST CRIME INCIDENCE FOOTBALL LOWEST CRIME INCIDENCE FOOTBALL

(MM/YY) SEASON? (MM/YY) SEASON?

1156 recorded incidents 448 recorded incidents

Darwin YES NO
(Jan 2018) (June 2018)
429 recorded incidents 207 recorded incidents
Palmerston YES NO
(Feb 2018) (Aug 2015)
. . 740 recorded incidents 364 recorded incidents
Alice Springs NO YES
(Jan 2018) (Aug 2017)
. 241 recorded incidents 76 recorded incidents
Katherine NO YES
(Jan 2018) (Sep 2015)
158 recorded incidents 39 recorded incidents
Tennant Creek NO YES
(Feb 2018) (Jul 2016)
429 recorded incidents 56 recorded incidents
Nhulunbuy NO YES
(Feb 2018) (Oct 2017)
799 recorded incidents 409 recorded incidents
NT Balance* NO YES
(Feb 2018) (July 2015)

The table demonstrates that during the football season, crime rates are generally at their lowest.

* The Northern Territory Balance is the area of the Northern Territory that lies outside of the six urban centres of Darwin, Palmerston,
Alice Springs, Katherine, Tennant Creek and Nhulunbuy. %

SPONSORSHIP STRATEGY / SEPTEMBER 2019

.- F
-a _F - -
ml
[ Tt T
. - L] |
| | [ ]
|

[ |
CIVIC PRIDE ECONOMIC IMPACT
Uniting the Territory together with something they are = An AFL team in the NT will deliver economic impact
deeply passionate about will unite the people; place for the region and its citizens, driving investment, job
the Territory in the national discourse and conversation; opportunities and tourism.

deliver marketing benefits; improve the Territory's
= Bastion completed three economic impact analyses:

the AFL, AFLNT and a projected analysis for an AFL
team in the NT. In this section, the first two will be

reputation; augment the tourism offering; and increase
the liveability.

addressed to prove the impact of AFL more broadly.

AFL ECONOMIC IMPACT ANALYSIS AFLNT ECONOMIC IMPACT ANALYSIS

The strength of the AFL's economic contribution is
driven by the league’s 18 clubs. In 2018, membership
across all 18 clubs reached more than 1m for the first
time, with more than 7.05m people attending AFL
and AFLW games across the season.

When taking into account the three tiers of economic
impact (Direct, Indirect and Induced) and controlling
for economic income leakage where necessary, Bastion
estimates that AFLNT generates an overall economic
impact of approximately $32m, meaning that for each

dollar that AFLNT spends, it generates approximatel
The AFL and its 18 clubs injected more than $1.2b . ¢ 2 v

directly into the Australian economy in 2018,
employing approximately 4,600 full time employees.
An additional 4,000 full time equivalent jobs are projects the social and economic impact of creating
created through part-time and casual employment a team in the NT.
(excluding umpires and players). Taking into account

the resulting indirect and induced economic impact

associated with this initial investment, Bastion

estimates that the AFL generates a total economic REVENUE DRIVERS
impact of $5.2b to the Australian economy each
year. This equates to between 10 and 15% of the
total economic impact of the Australian sport and
recreation industry.

$3.20 in economic impact for the NT.

In the Impact Analysis section of this report, Bastion

= Commercial drivers are important for any sports
organisation, and this team would be no different.
The club would have to try to be sustainable at the
minimum standard, but likely will be supported by
It should be noted that this estimate does not non-traditional AFL club revenue streams.
incorporate productivity and volunteering benefits,
the latter of which were most recently estimated to FOOTBALL IMPACT
number 174,811 people across Australia, contributing
13.98 million working hours in 2015, worth the
equivalent of $289m in labour effort. Health,
education and commmunity benefits, which are
typically measured using a combination of qualitative
and quantitative measures are addressed in the social
and community benefit impact analyses.

= The core focus for the team on-the-field will be winning
so the team would have to be made up of talent across
the country, not just NT talent.

= However, it will be the role of the team to serve as
inspiration and activists in developing talent and
community football.
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PLAYER CONSIDERATIONS

PLAYER RETENTION

= Lower liveability, weather, lack of diverse leisure
activities, geographical isolation and limitations
on commercial opportunities for players will be
significant challenges in retaining players.

= 76 out of 112 of Gold Coast's players have left the club
from 2011-19, demonstrating the challenges for player
retention in isolated and non-traditional AFL regions

TALENT

= |n 2018 there were 15 players from the NT in the AFL
but no players were drafted that year or in 2019.

NT PLAYERS DRAFTED AND ROOKIED

6

5

4

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

= While the talent in the AFL in the NT represents
a high percentage of total population, the simple
fact is that in the context of this project, the NT
pathways need to be far more effective and prolific
in producing AFL and AFLW standard players than
they currently are, given the declining numbers
over the past decade. Player retention in expansion
teams is a consideration and an increased amount
of AFL quality talent coming out of the Territory
would clearly develop a critical mass of local players
that would aid the composition and ongoing
sustainability of an AFL team.

NT PLAYERS ON AFL LISTS
30

25

20

o (3]
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Bastion suggests the creation of an aspiration

to double this talent pool in the next decade

so a potential AFL team could be more highly
represented by Territorians. This aspiration aligns
with AFLNT's current strategic vision and would be
a tangible target to track the progression of talent
development in the NT.

The 5 NGAs currently active in the NT and Darwin
would likely become talent pools for a NT team if it
was to come to fruition and this notion was approved
by the AFL.

The creation of a NT AFL team would potentially
limit the loss of NT talent to social, cultural and
geographic challenges as players that prefer to stay
in the NT would be able to.

The average losing margin for the U18 NT Thunder
men'’s team, U16 men's team and U18 women's
team ranges between 53-55 over the past 5

years, demonstrating the challenges with talent
development at the grassroots level.

The Northern Academies in QLD, NSW / ACT and
Tasmania’s investment into TAS has led to the
creation of more talent and made this talent more
accessible to recruiters. Additionally, QLD, NSW / ACT
and TAS (now in the NAB league) have a futures U17
program that play against each other and against
VIC metro and country, that all serve to promote
talent and provide recruiters with far more ease of
access to these players than those of the NT.

Therefore, AFLNT needs to work to identify the most
opportune ways to showcase its talent in front of
AFL recruiters, while also creating efficiencies in the
current programs and addressing the key challenges
highlighted in this section.

With the above in mind, Bastion recommends that
the AFLNT work closely with the AFL Talent Pathways
department in reviewing all related activity. The

data relating to the number of players drafted onto
primary or rookie lists, number of players on AFL

lists, competitiveness of junior development teams,
amongst a number of others indicate a talent
pathway that is not working as well as it potentially
could.

Such a review should include:

= Review how to ensure talent is best nurtured
at all levels with a particular focus on the issues
identified in the under 12-15 programs

= Review how to ensure talent is best exposed at all
levels and identify ways in which to overcome the
disadvantage the NT junior players face regarding
exposure to recruiters compared to their peers

= The optimal application of the senior mens and
womens Thunder program

= The productivity and suitability of the NEAFL
/ VFLW competition as a platform for the NT
pathway

= Review the U16 and U18 Thunder programs

= The role of secondary education in some of
Melbourne’s private schools

= Review of the best approach to identifying remote
talent

= Review of the role of the AFLNT ecosystem of clubs
and competitions

= Understand the most and least effective pathways

= Understand how to best work with the AFL's NCAs
to ensure maximum exposure to programs

= Understand the best way to communicate
the talent pathway to players, parents and
stakeholders

= Understand the role and resources for AFL
recruiting staff

= Understand the most efficient and relevant
financial model

LIST & CONCESSIONS

= The team would need to draft talent from across
the country to be competitive. GWS has 9 and
Gold Coast 8 local players on their 2019 lists,
demonstrating the need for an NT team to select
players from outside of the Territory.

= Gold Coast received 33 and GWS 25 picks from 2010-
18, a NT team could expect similar amounts.

SPONSORSHIP STRATEGY / SEPTEMBER 2019

TRAVEL

Travel has a significant impact on AFL team finances,
team preparation, recovery, success and player and
staff retention.

The challenge the NT Thunder has faced in the
second half of its seasons showcase the detrimental
impact travel can have, with the team losing 10 of its
last 12 games in 2018.

There is no easy solution to this issue given the
remoteness of the NT, but genuine thought needs
to be given to the mitigation strategies that will be
required, including the creation of more satellite
facilities and cash and contra sponsorship revenue to
support travel costs.

HIGH PERFORMANCE

Bastion identified insight into the potential impact
of training and competing in the heat of the NT
through the preseason and regular season. In these
hot and humid conditions, players find it challenging
to maintain their weight due to the loss of fluids and
expenditure of additional energy.

The significance of this issue was acknowledged by a
range of relevant key stakeholders consulted during
this project and re-affirmed by a former Head of
High Performance at an AFL Premiership winning
club. Further research and understanding needs

to be completed into this theory but it certainly
presents a significant challenge for a team based in
the NT.

INDIGENOUS REPRESENTATION

A number of Indigenous stakeholders engaged
asserted the view that for the club to be widely
supported by Indigenous communities, the team
would need a high percentage of Indigenous
representation. The new team could face challenges
between connecting with the Indigenous
community through the players on the field and the
actual talent pool available.

The stakeholder interviews identified unique
potential challenges that Indigenous players

may face if they played in the NT as opposed to
somewhere else in the country. Equally, while some
Indigenous players may prefer to move away from
home to play their football, there will be just as many
players who would relish the opportunity to stay at
home, whilst being able to play at the highest level.
It is important to note that all players, regardless of
background, can face family challenges and this is
not exclusively an issue for Indigenous players.
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FANS

= Assumed Fanbase: One of the main assumptions
behind the argument to grant the NT an AFL licence
is that it would be heavily supported by Territorians,
due to high participation, engagement and passion
for the game. AFL research indicates that people who
participate in the game across the country are six
times more likely to consume the AFL product.

= Young Population: The NT has a young population
that could support an AFL team in relation to the
rest of the country, with 76.2% of the population
under the age of 50 (66% in Australia) and 25.4%
under the age of 18 (22.3% in Australia). ' However,
the younger population is also highly transient at
the moment, with the 20-39 age bracket accounting
for more than 45% of all migration outflows. *?

= Disposable Income: In Darwin, income levels are
relatively high, with 40.1% of people earning more
than $1,000 per week, compared to 27.3% across
Australia. ** These higher levels of income are not
translated to Indigenous communities.

= Switching Allegiance: Support for a football club
is a lifelong commitment for many people and
the strength of support among Territorians for the
existing AFL teams is largely unknown, making it
difficult
to predict the level of support for a NT team.

= Maintaining Fan Engagement: The last 10 AFL
games hosted at TIO Stadium in Darwin since 2012
have recorded an average attendance of 9,166, which
will be challenging to maintain as the novelty of the
team wears off and the bi-weekly games become
too great a commitment for the local population.
Moreover, as the graph indicates, no AFL club is
immune to the impacts of poor performance.

WEST COAST FINISHING POSITION & AVERAGE ATTENDANCE

60,000 20
15
40,000
10
20,000
5
0 0
A e® O O NN P FPPON RO PO RO ORQ DD OOl @
CANCSS D I 3 > S 3 S &P F PP PP & O g 0 0 &
ROENE I S IR SR RO LI RN LI R M \@qq/oo A AR RO RN O R N S SN I S SN SIS

| WEST COAST
FINISHING POSITION

I AVERAGE ATTENDANCE

As can be seen in the case of the West Coast Eagles above, there is a high correlation between on field success and attendance,
even in markets with traditionally strong football supporter bases. Note that crowd figures have increased in recent years since

the move to the 60,000-seat Optus Stadium.
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TEAM CULTURE & GOVERNANCE

= Ateam in the NT must leverage the special
importance of AFL in the NT and build a team culture
that emphasises the pride and honour of pulling on
a guernsey of a Territory AFL team. Celebrating and
including past players into the fabric of the team to
provide inspiration to the local community and active
players will be key to demonstrating the unique
benefit of an AFL team in the NT.

= A governance and management structure that

delivers strong leadership; attracts, develops and
retains key talent; builds continuity; and provides
a clear strategic vision, is critical. Good governance
will enable the AFL team to act as a central player
in the AFLNT ecosystem, working with other clubs
to align community programs, talent pathways
and outcomes and governance

OWNERSHIP MODEL

= Fan Ownership: Bastion considered alternative "
ownership models including the Green Bay Packers’
fan ownership model but there are numerous
challenges associated. Most importantly, any new
team in the NT would be coming into the league
on the AFL's terms given the support the new
team would need from the AFL; and therefore,
it is assumed the AFL would want to retain
ownership of the team.

= Multi-Sport Model: In recent years, Australian
sporting clubs have been crafting relationships
with other codes to grow revenue streams. These
models allow organisations to collaborate, share
data, CRM systems and fan engagement strategies,
enabling these multi-sport clubs to create additional
engagement opportunities across multiple audiences.
The current multi-sport teams (Magpies and Giants)
are in the nascent stages of their development and
their ability to drive revenue is uncertain. For example,
the Magpies' female teams (Suncorp Super Netball
& AFLW) only broke even in 2018.

Role of AFLNT: With the new teams that came

into the league in 2009, the state bodies in AFL
QLD and AFL NSW had a role to play in bringing

the team to the region but are not involved in the
ownership structure. The precedent demonstrates
that the state body continues to work closely with
the AFL club and play its role in game development,
talent and community programs; but the new club
has a separate operating structure.
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TEAM LOCATION

Throughout the stakeholder engagement process, two team location models were suggested to Bastion: one

where AFL games are split between Darwin and Alice Springs, as well as a North Australia concept which would

encompass North Western Australia and North Queensland, as well as the NT. Bastion analysed the pros and cons

of both concepts to get a better understanding of the most feasible approach.

TEAM

Darwin Most home games
in Darwin, with 1-2
in Alice Springs.

North Homes games n
split more equally
between Darwin,
Alice Springs, Cairns,
and potentially
other cities in North
Australia including
Broome.

Australia

One spiritual home that would
engender civic pride in Darwin.

The team would have a clear focus
and the NTG, local businesses and
populations would be responsible
for supporting the team.

Best chance of being successful on
the field as it would have less travel
pressures.

A team based in Darwin would
have a primary focus on developing
talent, pathways and community
programs in the NT, benefiting the
development of Territory Australian
football.

A Darwin team narrows the
focus of the team and avoids it
being answerable to too many
stakeholders.

Alignment with the Government's
Our North, Our Future 2015 white
paper and potentially more
funding.

The team would potentially attract
investment from the corporate,
industry and resources sectors in
WA & QLD.

It would address the concern that
North Australia is neglected by
the major sporting leagues, with
no team representing 55% of the
country's land mass.

A North Australia team would be a
uniting force across the north and
dispel the myth that Darwin is the
only important city in the north.

Larger populations would be
engaged, delivering more critical
mass e.g. North Queensland
Cowboys and the surrounding
cities (Townsville, Mackay, Cairns,
Mount Isa and Rockhampton).

The development of community
programs and talent pathways
across North Australia will progress
the game in these areas, providing
more talent for an AFL team in

the NT.

Will potentially further divide
Darwin and the rest of the NT.

Doesn't enable the team to reach
a critical mass of population across
North Australia.

NT Thunder team has shown that
a team only based in Darwin has
challenges with engendering
support outside of the local area.
This might be mitigated by having
a top level AFL team, but is still a
challenge.

There would potentially be
additional CapEx investments for
an AFL team that plays in multiple
stadiums.

Football department and team
performance would suffer from
excessive travel. The team could
become a ‘touring circus’, as
opposed to an elite team.

The team wouldn't have one
central base and home, which
might cause challenges with State
Government funding and fan
engagement.

The team is unlikely to have any
representation in the west side
of North Australia, so it might be
perceived that it doesn't truly
represent the North.

There is not a significant
connection between the people in
Darwin, Cairns, Alice Springs and
other cities in North Australia, so
there will be limited synergies.

NEWCASTLE KNIGHTS CASE STUDY

= The Newcastle Knights recorded 20,329 members

in 2019 with Newcastle having a population of
approximately 320,000. 3* The NRL club had an
average home crowd of 18,974 in 2018, despite

the team finishing 11th out 16 teams that year and
performing relatively poorly in recent years. *° This is
significantly higher than the A-League’s Newcastle
Jets, which achieved an 2018 average home
attendance of 10,537. The region is highly passionate
for rugby league and the Knights fans have often
been described as the most fanatic in the entire
NRL competition.

The team prioritises fan engagement and experience
to ensure the community enjoys their relationship
with the NRL team. For example, the team partnered
with Newcastle Transport to offer a free bus service
for members and ticket holders for the 2019 season.

The Newcastle Knights demonstrate that if club
culture and governance, fan engagement and
historical geographical passion for the sport are
combined, then a committed fanbase in one city
can be crafted. Granted, Newcastle has a bigger
population and is not as isolated as Darwin and
therefore, can draw on crowds from surrounding
towns and cities. However, an AFL team in the NT
could look to achieve a similar model in Darwin.
AFLNT should undertake research and compare
potential audience engagement against Newcastle
to identify if Darwin is a similar entity.

SPONSORSHIP STRATEGY / SEPTEMBER 2019

TEAM LOCATION SUMMARY

Bastion believes that many of the challenges are
similar for both models, including increased travel,
high performance and liveability concerns. The North
Australia model provides the potential for critical
mass, an increased likelihood of funding from the
Federal Government, State and the Northern Territory
Government.

However, logistically the North Australia model is
much more challenging to implement and it has

the potential to fail in inspiring the NT population

to support the team as it doesn'’t truly represent the
Territory. Therefore, AFLNT may look to initially create
the team in Darwin and then look to expand to North
Australia. Ultimately, Bastion believes that no major
decisions should be made on the location as the
ability to drive funding will guide the model.

E.
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STADIUM

STADIUM TENANCY AGREEMENT

= AFL teams generally have similar relationships
with their partner stadiums in relation to a tenancy
agreement structure, however with differing
commercial terms. None of the clubs in the AFL own
their own stadium, rather they are generally owned
by the trusts that are given this responsibility by the
State or Territory Government, or by the State or
Territory Government themselves.

= A beneficial stadium tenancy agreement is key
to financial sustainability. In real terms, this means
the club would ideally maintain a high percentage
of match day revenue (60%-80%), owns the inventory
in the stadium including signage and corporate
hospitality, has the ability to profit from food and
beverage, and has the ability to leverage the stadium
for other events.

= The AFL is trying to make all stadium tenancy
agreements enable clubs to maintain over 70%
of match day revenues.

MATCH DAY EXPERIENCE

= There was some criticism in the stakeholder
interviews over TIO Stadium'’s match day experience
given its distance from Darwin's city centre, which
significantly hampers the consumer’s experience; and
subsequently, the ability to drive economic impact. 3

= The match day experience is essential to delivering
repetitional visitation and extended economic
impact benefits. For example, Optus Stadium
contributed $60m to the state’'s economy due to
AFL-related visitation in its first year of operation. ¥’

STADIUM OWNERSHIP

= A new stadium in the NT is likely to be owned by the
NTG or Federal Government, like the rest of the AFL
and given that Government would likely invest in it
significantly.

= There may be opportunities to look at an AFL
ownership model or one where the club fully
operates the stadium to assist with the diversification
of revenue streams e.g. Gold Coast & Metricon
Stadium. The AFL would have to view the stadium
as a long term investment that will be commercially
viable, providing opportunities similar to the
purchase of Etihad Stadium in 2016.

NEW STADIUM

= Any new stadium in the Territory needs to be multi-
purpose given the challenges of securing funding
for multiple sports, events and facilities.

= Two main new sites in Darwin have been considered
for the creation of a new stadium: the city centre
and Gardens Oval.

= The cost of operating two major stadiums in Darwin
would be significant if a new stadium is built. TIO
Stadium currently costs S500k per annum to
operate.

KEY FINDINGS & CONSIDERATIONS /
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LICENSE AVAILABILITY

= The AFL believes that GWS and Gold Coast will
need 20 years (2029) before they are fully financially
sustainable. Time is needed before the AFL considers
further expansion.

= The AFL is committed to Gold Coast despite its many
challenges. AFLNT could look to engage Gold Coast
to become the team that plays in the NT or
represents the NT more broadly.

= Moving current teams seems unlikely given the
challenges of previous attempts such as North
Melbourne moving to the Gold Coast in 2007.

Two more teams adds value to the broadcast deal, so
Tasmania could be seen as an ally in this endeavour.

Adding new teams dilutes the available talent pool
and the AFL will want to ensure there is enough
guality to maintain a high standard across the league.

International expansion may be a priority over further
domestic expansion.

AFLNT should avoid the aspiration of gaining a licence
via a ‘political’ campaign where the AFL is surprised
by developments and strategies throughout; but
rather understands the challenges and Territory
specific opportunities that are present.

THE FUTURE OF THE AFL

= International Expansion: Chinese expansion is
central to the AFL's future strategy with the recent
creation of an AFL office in Shanghai and the
commitment to play an annual game extended to
2021. Darwin is often seen as one of the most isolated
parts of Australia, but in the context of Australian
trade and exports (including AFL expansion), it is the
gateway to trade and investment with Asia and the
Pacific Islands. Flying five hours south from Darwin
enables the engagement of 24m people, whereas
flying north engages over 400m people and the
booming economies of Southeast Asia.

= New Domestic Territories: The 2009 investments into
the new clubs in Queensland and New South Wales
demonstrate the AFL's current growth target markets,
as indicated in the AFL's current strategy. Entering
new domestic territories will be a focus for the AFL
in the future, but there's no indication if this will be
through the creation of a new team.

Second Tier of AFL: There have been rumours of a
new national second-tier competition in 2022 that
would sit under the AFL and acts as a feeder for all
teams. Of the 18 AFL teams, 13 currently have their
own standalone reserves side, with the five remaining
clubs being aligned with state-league clubs. %®

AFLW: AFLW has intentions to expand the
competition for the 2023 season and beyond to

an 18 team league, mirroring the current AFL league,
with every AFL team having an AFLW team. AFLW
teams are not generally commercially sustainable
($680k average revenue) in their own right and are
currently all linked to AFL teams, that assist in the
funding of the team. Therefore, the AFLW may not
accept a licence bid from an organisation outside

of the AFL.
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FUTURE OF THE AFL o

= Broadcast Trends: The recent reports of Foxtel's
austerity measures as a result of recording losses
of $417m in 2018 may impact the future value of
the broadcast deals from a traditional television
perspective. The combination of Foxtel's austerity;
changing consumer habits; and the potential for
increased competition for Foxtel around broadcast
rights from over-the-top broadcasters (Amazon and
Facebook), makes it challenging to predict what the
next broadcast deal will look like in 2023. The AFL will
certainly be looking to increase it and will be relying
on the likes of AFLW's S500k annual deal to justify
this increase if bundled together.

AFL BROADCAST DEAL VALUE (2007-2022)

= Diversifying Revenue Streams: With increased
awareness and changing attitudes to gaming
revenues, and a larger focus on social and community
priorities, AFL teams are being forced to pursue
alternative revenue streams.
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NT GROWTH SECTORS

= Gas: The NT Gas Strategy has a vision of making
the Territory a world class hub for gas production,
manufacturing and services by 2030. A 2018 report
completed financial modelling to understand the
potential economic impact if the moratorium in the
NT was lifted (and it has since been lifted), which
is shown in the graph below. For context, the NTG
currently operates off an annual revenue of $6.65b.

= Tourism: The increased number of land developers
(Landbridge Group) and gambling companies
(Delaware North) investing in the NT's developing
tourism industry present potential partnership
opportunities with an AFL team.

NT GAS TAXATION MODELLING (2018-43)

Gambling: Online gambling companies base
themselves in the NT because of more lenient
taxation policy and royalty system that could be a
potential revenue stream for a team in the NT. Raising
royalties slightly so that the policy is still lenient

but enough royalties are collected, and providing
marketing benefits to gambling companies through
an AFL licence could be worth further consideration,
despite potential controversies with this type of
funding.

Other: The agribusiness, education and defence
sectors provide limited opportunities for an AFL team
in the NT. Integration with Charles Darwin University
and the Department of Defence are possibilities.

Il TAXATION REVENUE
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At the high end of the spectrum, the report suggested that the NTG would collect an additional $3.72b in taxation
revenue (S143.2m per annum), which includes $1.79b in additional royalties. At the low end of the spectrum, $S757m
taxation revenue ($29.1m per annum), which includes $309.2m in additional royalties*
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FUNDING

With many of the previous key findings
demonstrating the viability of an AFL

team in the NT, Bastion identified funding
considerations, which are essential to
financial sustainability of the team. It is
important to note that the ability for AFLNT
to rely on these funding sources remains
unresolved and will remain unsolved until
AFLNT engages these organisations and is
fully ready to apply for a license.

NORTHERN TERRITORY
GOVERNMENT

= Successive NTGs have supported Australian football
through sports programs and sports infrastructure
investment, symbolised through the funding of this
report.

= The NTG will give $2.1m annually to support AFL &
AFLW games over the next 4 years.

= The NTC's support of Australian football is tied to
community and infrastructure upgrades, including
S10m in the 2019-20 NT Budget. “°

= NTGC support is difficult to consistently rely on given

the challenging economic circumstances it currently

faces; but if other parties are involved in the funding
of the team, it could be feasible.

FEDERAL GOVERNMENT

The Federal Government funds 80%
of the NTC's budget. #

The Department of Prime Minister and Cabinet
(PM&QC) is responsible for Indigenous affairs (including
the funding of AFLNT's remote projects), which is

the primary avenue of its funding towards the NT.
The 2019-20 Federal Budget included more than
$370m towards Northern Territory Remote Aboriginal
Investment, which included $24.9m towards
‘Children and Schooling’ and $53.7m towards
‘Community Safety’. ¥ PM&C funding is guided by
several strategies, including the Remote Australia
Strategy, the Indigenous Advancement Strategy and
recommendations from ‘Closing the Gap' reports.

The Federal Government committed $1.2m towards
AFLNT's projects in 2016, with current funding
committed to December 2021.

The Department of Health is readily aware of the
health challenges facing the NT and Indigenous
communities in particular, committing $S10b to
Indigenous health over the next decade. #*

Through Sport Australia, the Department of Health,
funds the National Sporting Organisations (NSOs).
ST12m out of $135m of this funding is spent on
elite sport.

When investing in sport, the Federal Government
primarily funds sports infrastructure projects.

It will be important for AFLNT to align with the
Federal Government'’s broader agenda (Closing
the Gap, Sport 2030, North Australia Agenda

& Indigenous Advancement Strategy).

There is no precedent of the Federal Government
supporting an elite domestic sporting club on
an ongoing basis, only infrastructure investments.

NORTHERN TERRITORY
LAND COUNCILS

= The Northern Territory Land Councils were established
under the Land Rights Act (1976) to consult, protect
and represent the interests of traditional Aboriginal
landowners. There are four Land Councils in the NT:

= Northern Land Council
s Central Land Council
= Tiwi Land Council

= GCroote Eylandt the Anindilyakwa Land Council

= The four councils that administer the land in the
NT and make recommendations to the Minister
for Indigenous Affairs on applications for one-off
projects that will benefit Aboriginal people in the
NT ($S30 million annually). These projects are targeted
at four categories: Enterprises; Community; Culture,
Language and Leadership; and Land, Sea and Waters
Management and Use. #

= The $863m Aboriginal Benefit Account (ABA) has
been given a further commitment of $1b over the
next five years from the Federal Government.“®

= Support for an AFL team through the ABA Advisory
Committee would be unprecedented. However, if the
team was proven to tangibly benefit Aboriginals, then
it may be a possibility.

SPONSORSHIP STRATEGY / SEPTEMBER 2019

CONSUMER REVENUE

Given that the potential size of the reachable market
is likely one of the AFL's biggest considerations when
reviewing new AFL teams, the NT's limited population
and consequent challenge with consumer revenue is
one of the most important considerations. In terms of
consumer revenue, Bastion is referring to the following
revenue streams:

= Membership & Ticketing
= Corporate Hospitality
= Match day

= Merchandise

H.
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COMPARING THE AFL CITIES BY POPULATION IN 2018

Melbourne

Brisbane

Adelaide

Gold Coast

Geelong

Hobart

POPULATION

5230,330

4,963,349

2,462,637

2,059,484

1,345,777

606,774

252,217

232,606

148,564

NO. OF
AFL TEAMS

POPULATION PER AFL TEAM

2,615,165

551,483

2,462,637

1,029,742

672,889

606,774

252,217

N/A

N/A

*Please note: There are a number of teams in the AFL Cities by Population Analysis above that are able to engage

more people than just the local population of the city they reside. For example, Geelong is able to engage its

surrounding populations in the Western District of Victoria.
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2018 AFL CLUB CONSUMER REVENUE COMPARISON

Fremantle

West Coast

Adelaide

Melbourne

GCeelong

Collingwood

Essendon

North
Melbourne

Carlton

Western
Bulldogs

Gold Coast

St Kilda

Brisbane Lions

CONSUMER REVENUE 2018

27,808,881

38,640,044

21,757,509

16,271,499

20,423,941

23,871,536

17,943,132

19,649,203

8,800,712

12,668,473

10,402,127

7,554,803

9,729,834

6,771,591

4,852,952

= The primary drivers of consumer revenue are

population and the stadium tenancy agreement.

CONSUMER REVENUE
(% OF TOTAL REVENUE) 2018

47.63%

46.97%

38.81%

3320%

30.06%

29.09%

27.57%

26.43%

22.21%

20.56%

20.17%

18.87%

18.06%

12.18%

1.17%

= The average 2018 AFL club consumer revenue was

$16.5m or 28% of total revenue. GWS had the lowest
with $4.9m and West Coast the highest with $38.6m.
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2018 AFL CLUB CONSUMER REVENUE PER MEMBER COMPARISON

12,042 7,554,803 627
52,353 27,808,881 53]
80,000 38,640,044 483
44,191 16,271,499 368
60,270 20,423,941 339
76,643 23,871,536 311
24,730 6,771,591 274
82,669 21,757,509 263
80,000 19,649,203 246
43,400 10,402,127 240
55,825 12,668,473 227
79,294 17,943,132 226
43,302 9,729,834 225
Melbourne 40,875 8,800,712 215
25,101 4,852,952 193

*Gold Coast is the only outlier on this table and Bastion believes it is because corporate hospitality is accounted for in ticketing
for Gold Coast, but has been either accounted for individually or accounted for within commercial for all of the other clubs.

= Consumer revenue per member significantly = Event ticketing in the NT is subsidised up to 50%
differs across the AFL (Fremantle $531vs GWS $193). in some cases, which is important in the context
of driving ticketing revenue for an NT AFL team.
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COMMERCIAL REVENUE

= The AFL club average for commmercial revenue was
$15.7m compared to $6.5m for Gold Coast. Gold Coast
is the most relevant barometer of all AFL clubs given
its likeness to the NT in population, geographical
isolation and relative corporate sector size.

= The smaller corporate sector in the NT means that
there are less brands to sponsor and engage with
the club, evidenced in that fact the Gross Regional
Product of Darwin was $8.73b and Gold Coast's was
$35.24b in 2018.

= A NT AFL team'’s in-broadcast exposure assets
(branding and signage) for partners will remain
valuable due to the significant reach they provide; but
all other assets will be significantly less valuable due
to the nascent nature of any new team. For example,
the team’s digital channels will be non-existent if and
when it is created.

= The lack of critical mass means there is less value
for consumer facing brands that are generally the
sponsors of AFL clubs across the country.

= The natural resources brands in NT are not overly
interested in being consumer facing as most are
upstream businesses.

= Having multiple partners that want social outcomes is
challenging due to category exclusivity, the lack of cut
through, additional cost of running social programs &
unigue pressures on commercial team.

SPONSORSHIP STRATEGY / SEPTEMBER 2019

CORPORATE SOCIAL
RESPONSIBILITY

= 28% of the Northern Territory's Gross State Product is
related to Mining, Manufacturing and Construction. 4

= These companies invest in social and community
programs to attain a social license to operate but
must also demonstrate their impact tangibly.

= Most of these investments into CSR programs are
related to the specific community or geographical
area the company is active in, not the entire NT. For
example, Inpex signed a 40-year $24m agreement
with the Larrakia people due to the impact of the
Ichthys project.

= Woodside is a good case study of how CSR can be
leveraged effectively with their Fremantle partnership
(extended to 2022) and the $12.7m they spend on
community programs in 2018.

= There are opportunities to engage these companies
that are heavily invested in the NT to support an
AFL team, but there will be some challenges with
decision makers being based outside of the NT.

K.
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ORGANISATION BACKGROUND PARTNERSHIP / CSR ACTIVITY

Santos = Australia’s second largest independent = CSRin climate change, environment,

NATURAL RESOURCES COMPANIES ACTIVE IN THE NT & THEIR CSR ACTIVITY

ORGANISATION BACKGROUND PARTNERSHIP / CSR ACTIVITY

oil and gas producer, operating since 1954. community and Aboriginal engagement.

Inpex = Inpex is a Japanese oil production = |npex’s Reconciliation Action Plan (RAP) involves the = Main business in the Cooper Basin, GLNG, = Aboriginal engagement: 75 agreements

company that has had a major engagement and involvement of Aboriginal and Papua New Guinea, Northern Australia relating to native title, cultural heritage,

foothold in the NT since 2008. Torres Strait islander peoples. and Western Australia Gas. consent and access. %

= ts biggesp project is the Ichthys = Inpex signed .a40fyear, $2£f million b_enefit; = Upstream company supplying oil

(2012), which cost $55b and is the agreement with the Larrakia people including and natural gas

largest discovery of hydrocarbon education initiatives and support for the elderly. ¢ This '

liquids in Australia in 50 years. 4 The investment is geographically targeted to the owners

production phase began in late 2018 of the land, where they operate. Woodside = Australia’s largest natural gas producer = Inits tenth year as a co-major sponsor

and is set to last for 40 years. = Inpex has supported AFLNT community programs founded in 'I954., with 30 years of operation in with Fremantle Dockers desp|te being an

since 2009, totalling $760,000., % Western Australia. upstream, non-consumer facing company.
. . Extended to 2022. 5°
= Large investment into Greater Western Flank

($630m), which is off the north west coast. = Woodside continues as the club’s Indigenous

Founded in 2000, Origin is an upstream = Over the past three years, Origin has ended the Program Partner, 5

and downstream energy company. majority of its sponsorship agreements and has
recently completed a renewed sponsorship strategy

= Partnerships across education (40%),
that will inform its direction from 2019 onwards.

environment (12%), technology and
innovation (219%) and community programs
(27%). In 2018, $12.7m was spent in
partnerships to support initiatives that
benefit host communities. ¥

= Since 2010, the Origin Foundation has distributed
$15.9m to the community.
The grants focus on three things:
o Gender imbalance in STEM education.

o Equality of educational opportunity for Indigenous
children and students living

in regional and rural Australia. AFL NON—FOOTBALL

o Helping to build a stronger community sector
by supporting the training and professional

development of employees )
in non-profit sector. through the Enhanced Club Funding model, of total revenue on average across all AFL teams.

which sees the re-distribution of $251m of the
$418m broadcast deal. Funds are re-distributed based

= The AFL already significantly supports the clubs = |n 2018, non-football revenue made up 15%

Origin Energy
Rio Tinto
48

= Newer teams generally have limited non-football

Pangaea “EsFainshed in 1997, Pangaea is No current activity. i ) revenue streams. For example, Gold Coast had STm
R — an independent exploration and on structural differences, different supporter bases and GWS had no non-football revenues in 2018
prOdu§t'on company SN & et and historical performance, differing commercial ’
portfolio of oil and natural gas ) ) 7 ) ) )
operations across onshore Australia.” 5° arrangements at stadia, the financial impact of the = For an AFL team in the NT, it would be challenging
fixture, among other things. to justify gambling revenue streams given the
= One of the world’s largest upstream = Rio Tinto's Amrun Project is located on Wik-Waya associated negative social implications.
metals and mining companies traditional land. In return, it provides them with = The AFL and Other Grants revenue stream makes up
founded in 1873, originating in Spain. financial benefits, education, cultural heritage 27.2% of total average AFL club revenue in 2018. Gold = Non-football revenue streams could include
i 51 . . .
= Has been operating in Australia for R L B e Coast & GWS receive $22.8m from the AFL, over 50% venues, education, coterie groups, community,
over = Partnership with The Graham (Polly) Farmer of their total revenue. events & fundraising, donations, accommodation,
100 years. Foundation for Indigenous students provides o ]
education opportunities. capital investment, esports, content production,

= A key milestone for this project is 2023, when

) o internationalisation, multi-sport model, AFLW,
the new broadcast deal is up for renewal. It is difficult

= CSP (communities and social performance) programs

to increase participation in the local economy and foundations and other business streams.

to reduce any negative impacts from Rio Tinto's to predict the change but it presents an opportunity
operations. for AFLNT to engage the AFL around a new team
= In 2017, $162m worth of Indigenous business contracts as GWS and Gold Coast should be more financially AWAY FIXTURING
were signed with over 1,430 Indigenous full-time Rio inable. H o listic th h
Tinto employees. 52 sustainable. However, it is more realistic that the = Playing AFL games in other regions will drive
= |n 2016 Rio Tinto signed on as the principal partner to foIIOWIhg bro?dcast deal, ||ke|¥ in 2028, \(V'III be a revenue for the club. This can be done through
all of tsr;e AFL's Indigenous Programs for the next four more viable time for the creation of additional teams. the Darwin or North Australia model. For example,
years. . .
o - = The potential social impact of an AFL team in the Gold Coast receives $500k to play one game in
= Naming rights partner of the Rio Tinto Footy Means T il
Business AFL program, which sees 50 Aboriginal & NT would be unprecedented in the professional ownsville per annum.
Torres Strait Islanders come together for a 5 days Australian sport ecosystem.
camp of Australian football and education. m
|
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THE REVENUE GAP

Once the revenue streams and operating
costs of a Traditional Model team in the
AFL had been identified and unique
considerations for the NT analysed,

Bastion estimated what could be realistically
financially achievable for an AFL team in
the NT. It is important to note that Bastion
has completed this modelling based on the
Territory AFL team being primarily based in
Darwin. Implementing the North Australia
model would likely lead to additional costs
associated with travel, accommodation

and operations.
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Bastion's analysis identified that additional OpEx
considerations could inflate the costs beyond the
$40m minimum standard including:

= Social Programs: Civen their importance to the
funding, culture and success of a potential club
in the NT, these may have multi-million dollar
costs (AFLNT spend $4m on community and social
programs), although can draw significant funding.

= Game Travel Costs: Potentially costing up to $1m
for a full season of travel to and from Darwin.
For its annual AFL game in Darwin, Melbourne
spent approximately $70k in 2018 on travel,
accommodation and food expenses.

= Inflated Staff Costs: The average annual wages
in the NT are approximately 14% higher than in
VIC and 13% higher than in NSW. %8 From Bastion's
research, it was identified that the average AFL team
spends approximately $6m on employees, not within
the football department. Given that the wages in the
NT are approximately 13.5% higher than the other
major AFL states, Bastion estimates that an additional
$810,000 would have to be spent on wages.

Bastion estimates that these costs would
total approximately S5m. This means the total
OpEx for a team in the NT could be in the
region of $45m during its foundation years.

KEY FINDINGS & CONSIDERATIONS /
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THE REVENUE GAP

NT AFL TEAM PROJECTED REVENUE

REVENUE TYPE

AFL Revenue

Consumer Revenue

Commercial Revenue

Other Revenue

REVENUE (AUD)

$22,500,000
$1,930,000
$3,500,000 - $4,500,000

$1,650,000

Total

The Gap
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]
-+
0
(]
<
o
3
c
(]

NT AFL TEAM PROJECTED EXPENDITURE

EXPENSE TYPE

Sponsorship, Membership
& Merchandise

Marketing &
Match Day Expenses

Club & Facilities Expenses

Football Expenses

Administration Expenses

Depreciation & Amortisation
Expenses

Non-Football Expenses

Other Expenses

Travel Expenses

Staff Expenses

Social Programs

$29,580,000 - $30,580,000 (approx. $30,000,000)
$45,000,000

$15,000,000

PROJECTED EXPENDITURE (AUD)

3,226,100

2,952,038

10,085,636

19,448,784

2,184,751

537,297

665,394

1,000,000

800,000

4,000,000

Total

45,800,000 H
n
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KEY FINDINGS & CONSIDERATIONS /

CAPEX GAP

Bastion has outlined the revenue required To provide the most achievable and relevant estimates
to cover the minimum standard OpEx of for a team in the NT, Bastion identified the minimum

ol ¢ . ) standard across the AFL: CGWS. GWS upgraded Sydney
an AFL team, but additional funding required Showground Stadium for $65m from 13,000 to 25,000

to cover the CapEx costs associated with seats to make it AFL ready from an operational and
building or developing a stadium and facility =~ commercial perspective. GWS also built a $11.5m facility
to AFL standards. that was fit for the AFL. This cost a total of $76.5m.

ESTIMATES FOR AN AFL TEAM IN THE NT

$45M $30M $15M

ANNUAL OPEX ANNUAL REVENUE ANNUAL REVENUE GAP

$76.5M

INITIAL CAPEX

ECONOMIC & SOCIAL IMPACT ANALYSIS

ECONOMIC IMPACT

Bastion identified the social and economic impact Bastion believes an AFL team in the NT will deliver
and risks of creating an AFL team in the NT through a high level of economic impact for a number of reasons:

the Unconventional Model. Bastion believes that
= The NT population strongly supports

Australian football and the AFL.

stadia is the key variable in the economic potential
of a new AFL team in the NT. As such, Bastion has
framed its economic impact analysis around three
stadia investment scenarios which centre around

a team based in Darwin: and estimate the potential

operating impact of one full year, which have been = An AFL team will significantly improve
highlighted on the next page.

= The NT does not currently have
a professional sporting team.

the liveability of the NT, thus it can become
a catalyst for population growth.
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BASTION’S PROJECTED ECONOMIC IMPACT FOR AN AFL TEAM IN THE NT

FORECAST TOTAL
INVESTMENT ECONOMIC IMPACT

OPTION DETAIE (DIRECT, INDIRECT,

INDUCED)

Base Case: No major infrastructure changes but incorporates $148.49m
investment required to meet the AFL's minimum

requirements.

No Investment

at TIO Stadium ) .
= Capacity remains at 12,500.

= For all models, all 11 home games are played at TIO
Stadium and stadium meets AFL requirements.

= Economic impact based on flow on effect
of $45m OpEx

Refurbishment: $76.5m = Increased capacity to 25,000 and improved $24718m
Upgrade to TIO EISAIIES
SEaium = Co-located with elite training facilities.

= Economic impact limited because it's an existing
facility and won't drive mass intra and inter-state
visitation.

Building a $290m = New 25,000 multi-purpose sporting facility $559.15m
located within walking distance of Darwin CBD.

New Stadium

= Co-located with elite training facilities.

= Rule of diminishing returns means that the
economic impact per dollar spent is not as
high as option two, but has the scope to
grow in future years.

SOCIAL IMPACT

Bastion believes that the total social impact of an AFL team could potentially outweigh the economic impact
generated, depending on the option pursued. This is a reflection of the uniqueness of the NT's social context,
which has been recognised consistently throughout this report.

BASTION’S PROJECTED SOCIAL IMPACT FOR AN AFL TEAM IN THE NT

SOCIAL BENEFIT KEY BENEFITS PREDICTED IMPACT

()]

Health More than 53,000 of healthy years of life are lost each year in the $124m
Northern Territory. *° Approximately 23% of these are due to illnesses

related to physical inactivity and lifestyle choices such as smoking

and alcohol consumption. €© Bastion predicts that the increase

in participation associated with the entry of an AFL team in the

Northern Territory would reduce the burden of these diseases by

approximately 17%, leading to a reduction in annual health costs

and an increase in workforce productivity amounting to $124m.

Education School enrolment on average in the North Territory at the beginning $40m
of 2019 was 81.3%, varying from 89% in Darwin and Palmerston

through to 58% in very remote regions. Based on select regional

case studies that consider school attendance during the football

season and in areas close to AFLNT programs, Bastion believe that

a 4% increase on average school attendance and a 2.7% increase

in school completion (Year 12) could be expected, leading to an

increase in lifetime earnings of $40m on annual basis.

Community In the Northern Territory, crime prevention and the reduction $298m
in costs to the criminal justice system are the two largest

material benefits of greater coommunity cohesion stemming

from participation in Australian football within healthy social
Reduction environments. Despite accounting for approximately 1% of the
population €, the Northern Territory accounts for around 3.5% of
recorded crimes and an annual economic cost of $1.36bn. 2 When
factoring in the additional benefits associated with gender equality,
social capital generation and personal wellbeing associated with
participation in Australian football, the introduction of an AFL team
would generate a community benefit of approximately $1,200 per
person, a total of $337.5m

Cohesiveness, Gender

Equality and Crime

Approx. $462m
B.
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RECOMMENDATIONS

THE UNCONVENTIONAL MODEL

Earlier in this report, Bastion analysed the
financial models of the current AFL teams
and estimated revenue projections for a
potential team in the NT. Bastion believes
that a Traditional Model that relies on AFL,
consumer, commercial and other revenue
is not currently viable in the NT. Bastion
estimates that there is a $15m annual
revenue gap.

WHY THE UNCONVENTIONAL MODEL

The Unconventional Model emphasises
social impact as the core objective

of the team to drive funding that fills
the revenue gap.

While Bastion does not believe that a financially
sustainable AFL team in the NT is immediately viable,
the Traditional Model is not the only means by which
an AFL team could be established and feasible in the
long term.

= The majority of alternative revenue streams have one
undeniable link to the value of AFL in the NT: social
impact.

= The research behind this study demonstrates that the
NT community has a unique affection for Australian
Football and that the game is instrumental in
addressing some of the Territory's greatest social
challenges.

= There is no precedent in Australia for a major sports
team being created with social impact being a key
objective.

= Beyond social impact, an AFL team in the NT would
place the Territory further into the national discourse
and consciousness driving a multitude of direct and
indirect benefits including economic, tourism, civic
pride, community inspiration and reputation impact.

RISK ANALYSIS

The creation of a new AFL license in the NT carries
inherent risk, regardless of the commmercial and social
scope for success. Bastion has identified these risks and
how they would negatively impact the viability of an AFL
team in the NT.

The Territory AFL team fails to secure a strong
supporter base as Territorians don't shift allegiances,
the transient nature of the population inhibits
passionate engagement and there is too much
Australian football played over a full calendar year
in the NT.

The Territory AFL team is not competitive

for a number of seasons leading to increased
struggles in player and staff retention, team
relevance and interest.

The Territory AFL team does not win the support
of the Aboriginal community as it doesn’t have
a high representation of Aboriginal players,

it doesn’t employ enough Aboriginals and

the social programs are not impactful.

The Territory AFL team is not seen to represent
the population as the team only plays in Darwin or
the North Australia model is too unrepresentative.

If third party funding cannot be sustained over
a significant period of time, the Territory team
will not be able to operate commercially. Thus,
leaving the AFL and the club in a challenging
position.

The corporate or Government support of an AFL
team affects other sports in the NT as investment
will likely be taken away from another place;
leading to a potentially vicious cycle that would
be detrimental to NT sport and communities
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SUSTAINABILITY

If created, as the team progresses it will have to become
more self-sustainable. Some of the broad NTG strategies

will help to make an AFL team more feasible.

2018-28 Population Growth Strategy: Return
to growth rate of 1.4%.

Boundless Possible: Marketing campaign to drive
attractiveness and liveability of NT.

NT Gas 2030: World class hub for gas production,
manufacturing and services by 2030.

NT Tourism 2030 Strategic Plan: Driving tourism
in the NT.

Despite these initiatives, population remains a major
hurdle that is challenging to overcome given its
impact on consumer and commmercial revenue.
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ESTABLISHING A SIXTH STRATEGIC
PILLAR FOR AFLNT: PATHWAY TO AFL TEAM

The recommendations have been structured to deliver against the Unconventional Model
through the creation of a new strategic pillar that is designed to sit alongside the current
five pillar AFLNT strategy. Bastion believes that targeting an AFL team in the NT is a positive
aspiration that will further inspire and enable AFLNT to progress football in the NT.

Aspiration

Priority

Strategic Actions

Leadership group
to champion,
lobby and
progress the
Territory's claim
for an AFL team.

Steering
Committee
Creation

CSR Engagement
Federal

Government
Engagement

4+ Aboriginal

Land Council
Engagement

Corporate Sector
Engagement

AFL Engagement

Further
development
of AFL license

concept in the NT.

New Facilities
Scoping

Non-Football
Revenue Sources
Scoping

Away Fixturing
Scoping

4 Measurement

Framework
Implementation

License
Availability

North Australia
Concept
Development

AFL Team
Culture,
Governance &
Management
Development

Development of
interest in AFL
license in the NT.

AFLNT
Membership
Creation

Target Audience
anbase
Research

3 Stakeholder &

Local League
Engagement

4 Next Iteration of

AFL & AFLW in
the NT
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To champion and best position the NT for an AFL licence, should one become available.

Put Territory
Football on the
National Agenda.

NT Thunder
Review

2 NT AFLW License

Development

3 Adapt to AFL

Demonstrate
Social Impact

Talent
Development
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TIMELINE
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21,2.2,2.3,2.5,2.6,2.7,3.2,3.3,4.4

— 2019 2020 2021

11,2.4,4.3

Announcement

of second tier of

AFL and NGAs

resolution
3.1,3.4
Northern Territory
Election

58

Bastion created a timeline for the proposed
recommendations to contextualise how this could develop
in the coming years. The broadcast deals are important
milestones for the creation of a new AFL team, as they
offer the AFL the opportunity to drive up the value with
the additional of new teams. Bastion believes the 2023
broadcast deal is too soon for AFLNT to fully develop this
concept and instead the 2028 broadcast deal should be
viewed as an opportune time to engage the AFL about a
license. By 2025, AFLNT should have a fully developed case
for an AFL team and the progression towards this point will
deliver positive outcomes for Territory football.

2022

Potential Federal
Election

2023

2024

Northern Territory
Election

New AFL
Broadcast Deal

AFLNT to have strong,
fully developed case
for AFL license

- 2025 2026

Potential Federal
Election

2027

2028 2029 2030 —

Northern Territory Election,
Potential Federal Election,
New AFL Broadcast Deal

Beetaloo Basin
Estimated Production
Commencement
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RECOMMENDATIONS /

EXPLAINING THE

RECOMMENDATIONS

1.1 STEERING COMMITTEE

Bastion recommends the creation of a post-project
steering committee that drives the NT's desire of
having an AFL team. The concept will take a consistent,
sustained and likely lengthy effort of advocacy, lobbying
and thorough and professional justification. The
steering committee should be made up of AFL, NTG,
AFLNT, Industry, Business, Aboriginal Land Council and
Indigenous stakeholders that meet regularly and drive
the NT's AFL license agenda.

The Steering Committee will be responsible for the

PR, media and communications that needs to tell the
powerful story and positive outcomes of this potential
team. The perception of AFLNT needs to shift in a more
positive direction so that the senior leadership at the
AFL is interested in more work being completed about
this non-traditional concept because of the potential
social impact.

1.2 CSR ENGAGEMENT

Bastion recommends the engagement of the natural
resources industry to ascertain and garner support for
an AFL license in the NT. These companies and industry
bodies including the Mineral Councils of Australia, Rio
Tinto, Santos, Origin Energy must be engaged by AFLNT
to foster support for a team.

1.3 FEDERAL GOVERNMENT ENGAGEMENT

Bastion recommmends preparing a Federal Government
engagement plan aimed at securing support for an AFL
team in the NT. This engagement plan should look to
enlist the support of:

= Northern Territory federal MPs
and Senators,

= The Prime Minister,

= The Deputy Prime Minister,

= The Treasurer,

= The Minister for Indigenous Australians,

= The Minister for Population, Cities
and Urban Infrastructure,

= The Minister for Trade, Tourism
and Investment,

= The Minister for Resources
and Northern Australia, and;

= The Minister for Health.

This will need to developed in partnership with the
Gunner Government initially. In recognising that this may
be a long term engagement project that will extend over
several electoral terms, Bastion believe that engagement
should be driven by non-political stakeholders who can
retain relationships regardless of which party is in power
in the coming years.

1.4 ABORIGINAL LAND COUNCIL ENGAGEMENT

Bastion recommmends developing an engagement plan
aimed at the Aboriginal Land Councils to discuss their
appetite to support the establishment of an AFL team
in the NT. It is highly likely that the support of all four
Land Councils will be required to secure any funding
through the Aboriginal Benefit Account, particularly

as final decisions are made at the discretion of the
Federal Government.

1.5 CORPORATE SECTOR ENGAGEMENT

Bastion recommends the engagement of the corporate
sector in the NT to foster awareness, engagement and
support from local and major businesses (e.g. Darwin
Major Business Group). These groups will be vitally
important in lobbying and direct commercial

support for a potential AFL team in the NT.

1.6 AFL ENGAGEMENT

Bastion recommends engaging the AFL throughout this
process as it will be a central partner in an AFL team
being achievable. Given the approach will be better
served based on the Unconventional Model, it is critical
that AFLNT work closely with the AFL to ensure the
governing body understands the scale and impact of
creating a license in the NT based on social objectives.
The initiative presents an unprecedented opportunity
to be an innovator in social responsibility in the sporting
world globally. Aligning the objectives of the club with
the AFL's social causes and Reconciliation Action Plan
will be key to fostering support from the governing body
of the sport.

The AFL will not invest in any new team that cannot
project significant revenue streams so AFLNT must

be able to demonstrate the revenue streams it can
realistically achieve. While revenue streams will

be essential, it will also be important for AFLNT to
continue to produce world-class talent, have best-
in-class grassroots and community programs, have
competitive competitions that all serve to demonstrate
the importance of the NT in the wider Australian football
context and conversation. Ensuring the pathway is
consistently developing talent will only increase the
NT's chances of securing an AFL team.
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2.1 FACILITIES

In this report, Bastion has identified the varying costs
for stadium and facility infrastructure development
projects. Further investigation is required into the
feasibility, location and cost of either redeveloping
TIO Stadium or building a new stadium and

a training facility.

2.2 NON-FOOTBALL REVENUE SOURCES

Bastion recommends further investigation and feasibility
into the array of non-football revenue sources that have
been identified in this report.

2.3 AWAY FIXTURING

Understanding the interest and potential value of
playing fixtures across North Australia and potentially
Asia will be key in the acquisition of funding from

State and international Governments. Completing this
engagement will also help to ascertain the value of a
North Australia team compared to a Darwin based team.

2.4 MEASUREMENT FRAMEWORK

Bastion recommends creating a framework to measure
the progress of this strategic pillar. In a similar way to
how AFLNT track progress through the other strategic
pillars, there should be clear milestones and KPIs to
ensure that AFLNT remains on the pathway to an AFL
team. The majority of Bastion's recommendations have
relatively intangible next steps including the formal
engagement of key stakeholders and success will be
primarily measured on the ability of AFLNT to secure
funding from these stakeholders.

Other KPlIs are relevant to game development

and ability for football to tangibly progress in the NT,
which is most evident in the number of AFL draftees
per annum, achieved through the wider recognition

of Territorian footballers in the under review second tier
of the AFL competition and the potential creation of an
AFLW license. Other key measurables include the ability
to define and engage an audience that will support an
AFL team through memberships and wider community
and club support.
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EXPLAINING THE

RECOMMENDATIONS o

2.5 LICENSE AVAILABILITY

It is unknown when the next AFL licence will become
available, which highlights the need and value of
working closely with the AFL in relation to this project.
Bastion recommends this not be a ‘political’ campaign
where the AFL is surprised by developments and
strategies throughout; but rather understands the
challenges and opportunities that are present. By the
time the next licence becomes available, AFLNT needs
to fully understand what it takes to create an AFL licence
and must have support from a variety of sources to
implement the Unconventional Model.

2.6 NORTH AUSTRALIA CONCEPT
DEVELOPMENT

Bastion recommends developing the North Australia
concept further despite finding significant challenges
associated with the model. Once AFLNT completes
recommendation 3.2, it will have a deep understanding
of the capacity of Darwin to support an AFL team.

Therefore, Bastion believes AFLNT should continue

to explore the North Australia concept, particularly
the financial implications and opportunities including
but not limited to mining, gas, CSR, memberships,
other football-related revenues, community and
education programs, Government, AFL, WAFC and
AFL Queensland funding. The North Australia concept
may open up significant revenue streams but these
are currently unknown.

2.7 AFL TEAM CULTURE, GOVERNANCE
& MANAGEMENT DEVELOPMENT

Bastion recommends developing the strategy behind
the culture, governance and management of a potential
team in the NT. As highlighted in this report, the

culture of a team in the NT is particularly important to
demonstrate the unique value of a Territory team in
order to drive outcomes on and off the field. AFLNT has
the opportunity to develop a best in class governance
and management model for the AFL team that would
become the benchmark for clubs across the Territory.

3.1 AFLNT MEMBERSHIPS

Bastion believes there is value in building

a membership base in the NT to gauge interest

in the AFL and demonstrate the potential audience
base. The membership would enable a consumer
to have exclusive benefits and access to the AFL
and AFLW games in the NT.

3.2 TARGET AUDIENCE & FANBASE

Bastion recommends completing further research
into the NT and North Australia potential audiences
to identify how many people would support a team,
become members and attend games. This research
will clearly identify the number of consumers that
will engage with the club, making it easier for AFLNT
to make an accurate consumer revenue estimate.

3.3 STAKEHOLDER & LOCAL LEAGUE
ENGAGEMENT

Ensuring that all stakeholders in the NT are supportive
and align with the strategy to bring an AFL license to the
region is key to its success. AFLNT must engage a range
of stakeholders from clubs, leagues, fans, members,
community groups and media organisations to bring
them on the journey to an AFL team. AFLNT must
develop support from the ground up for this team and
prove to the AFL that the people of the NT want a team.

3.4 NEXT ITERATION
OF AFL & AFLW IN THE NT

Melbourne has been playing in the NT for a decade

but there is no guarantee it will continue to play beyond
2019. AFLNT must consider what the next iteration of
the AFL and AFLW participation in the NT looks like.
There are pros and cons to continuing the relationship
with Melbourne but AFLNT could also look to consider
a broader relationship with the Gold Coast Suns, who
have had declining crowds since 2012. Bastion believes
this option becomes more viable if Gold Coast continue
to struggle.

4.1 NT THUNDER REVIEW

In recent times, the NT Thunder has had its

challenges on and off the field with poor performance,
a lack of talent development and low membership
uptake. Bastion believes that AFLNT should consider
the role that NT Thunder plays in the broader ecosystem
of the NT given the significant costs associated with the
running the team. AFLNT needs to ensure Territorians
are competing at the highest level possible, talent

is being identified and communities and fans

are being engaged.

4.2 NT AFLW LICENSE

Bastion recommends considering the viability of an
AFLW team before an AFL team. Despite the majority
of AFLW clubs being reliant on their parent AFL team,
there is an opportunity to consider this as a test case
for an AFL team.

4.3 ADAPT TO AFL

The AFL is making significant changes to the second
tier of Australian football and the NGAs. Bastion
recommends that AFLNT consider these changes
carefully and make alterations based on the key
objective of developing football in the NT and
progressing on the pathway to an AFL team in the NT.
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4.4 DEMONSTRATE SOCIAL IMPACT

Concurrent to this project, AFLNT engaged Deloitte

to evaluate the social impact of Australian football in
the NT. Demonstrating the results of this project to

all key stakeholders and potential investors (CSR and
sponsorship) is imperative if a new licence in the NT is to
be achieved. The social impact of AFL in the NT has the
potential to provide this team with a unique proposition
that no other team in the AFL can attest to.

4.5 TALENT DEVELOPMENT

AFLNT should create defined targets for the number of
AFL and AFLW draftees that it wants to achieve. Bastion
has suggested the doubling of the current AFL NT
representation in the next decade as a potential target.
AFLNT should have a strong focus on improving the
talent pathway and investing finances intelligently

to deliver outcomes.
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