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Glossary of abbreviations and terms

Achual, reasonable and
necessary aosts

dass4 gambling

CQubs

Distribute

Gaming machine profits
@vp)

Gross proceeds

Adual- the sodety and venue operator must be able to showthat the
aosts were actudlly inaurred; Reasoriable- the costs must bein
proportion to the size of the operation, and should take into acoount
normal market values or prices for the goods and sarvices provided;
Neaessary~ the aosts must be necessary to the condudt of gambling
and leqal conpliance

Where a society spends its net proceeds directly on the society’s own
authorised purpose

Means a charitable purpose, or a non-commerdal purposes that is
benefidal to the whole or a section of the community, or promoting,
controlling and condudting race meetings under the Radng Act 2003,
induding the payment of stakes

Gambling where the net proceeds are applied to or distributed for
authorised purposes; where no commissionis paid to, or received by, a
person for condudingit; where it satisfies the relevant game rules; and
it utilises a gaming machine

Voluntary assodation of persons combined for a purpose other than
personal Gain

The benefidaries of grants fromdass 4 and other modes of garmbling.
Thousands of grants to community goups, schools, sporting
organisations and other benefidaries are made each year fromdass 4
alone, as well as fromother souraes of gambling Some gantsare
mede to national bodies or gporting aodes

Where a sodety makes a grant to ancther person for that parsonto
gpend on an authorisad purpose

Tax paid to the Grown on gaming machine profits

Fees paid by gambling operators to the Department of Intermal Affairs

The tumover of dass 4 gambling minus the total prizes paid

The tumover of dass 4 gambling, less prizes, plusinterest or other
investment retum on that tumover, plus any gain above the book value
fromthe sale or disposal of gambling assets

rage 1



Minimumrate of relum

Sodety

Problem ganmbling levy

This is the minimum amount of proaeeds that a licenae holder must
distribute for authorised purposes and is aurrently equivalent to 40 per
cent of GSTexdusive gross proceeds per finandal year

The amount rermaining to be distributed to authorised purposes, which
is calculated by taking a society’s gambling turnover (less prizes) and
addinginterest or other investment return, and any gainsfromthe sale
of gambling assets above their book value, then dadt.dingaosts, levies
and taxes, asset depredation and any loss fromsalling or disposing of
ganmbling assets below their book value

A sodety that is incorporated under the Incorporated Sodeties At
1908, or incorporated as a board under the Charitable Trusts Adt 1957,
or a company incorporated under the Gormpanies Act 1993 that does
not have the power to make a profit and is incorporated solely for
authorised purposes, or a working men’s club registered under the

Friendly Sodeties and Gredit Unions Adt 1982
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What is this consultation document

about?

This disaussion doaument seeks your views on how community fundingfromdass 4
ganmbling (pokies in dubs, pubs and bars) can be sustained into the future. dass 4 ganbling
expenditure has dedined since the passing of the Ganbling Adt 2003, leadingtoa
consequent deaease in funding to communities.

We want your opinion on what the issues and challenges are for the dass4 sector and
community funding, and ideas on how things might be improved. We are also seekingideas
for a aost effedtive regulatory model for the sector that maximises community fundinginto
the future, without inaeasing harm or drivinga growth in ganmbling.

We are also taking this opportunity to seek views on the future of online gamblingin New
Zedand.

The Department has had initial conversations with a number of stakeholders about the
challenges and opportunities in the sector. Some of their comments have been refleded in
this document.

Sending us your submission
Please send your submission to the Department of Intemal Affairs by Friday 12 August 2016.

Please note that all submissions may be made publidy available. Bvenif you request
confidentiality, we may have to release your submission at alater date if a request is made
under the Offidal Information Act 1982. In your submission please highlight the information
you would prefer was withheld should a request be mede.

Your submission can be sent in the folloning ways:
Bail: agamblingreview@dia.govt.nz
Post: Safer Conmmunities Team

Policy Group

Department of Intermal Affairs

PO Box 805
Wellington 6140

Althoudh all reasonable steps have been taken to ensure the acauracy of the information contained in this
document, the Department of Intermal Affairs disdains regponsibility for any inacauracy in relation to the
information; and fully exdudes liability of any kind to any person or entity that chooses to rely upon the
information.

! While you may indicate the information you would like withheld, it can only be withheld if it meets the relevant aiteria under the Offidal
Information Act 1982.
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Why are we doing this review?

The Government is reviewing the framework for managingdass 4 gambling to see whether
it remains fit-for-purpose. dass 4 gambling provides valuable grant funding to communities
(@pproximately $260 million last year). Snce the enadment of the Ganbling At in 2003, a
combination of fadtors have led to a deaease in dass 4 ganmbling expenditure, and adedine
in funds being available for distribution to communities.

Gaming machines were introduced to New Zealand in the late 1980s. Asshownin Figure 1
below, there was huge growth in expenditure on ganring mechines’ in the late 1990s and
early 2000s, compared with other forms of gambling. This rapid growth aeated many issues
and prompted a review of gaming machines, resultingin the Ganmbling Act 2003. A deaease
in expenditure on dass 4 gambling can be seen from 2004 onwards.

Gambling Bgenditure in New Zealand 1980 -

2015 (lnflation Adjusted)
-
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] GAMING MACHINES (outside Casings) e CASINOS

Figure 1: Gambling Expenditure 1980 to 2015 (inflation adjusted®)
Between 2004 and 2015, expenditure deaeased from $1,328 million to $818 million in real

(i.e. inflation-adjusted) terms. The dearease in dass 4 expenditure is the reason why total
expenditure aaoss all main forms of gambling deareased over this period.

Funding to community organisations from non-dub sodeties reduced from $389 million in
2004, to $262 million in 2015 in real terms, a dedine of 33 per aent. Community funding
fromdass 4 gambling has been relatively stable in recent years.

2 Represented here as gaming machines located outside asinos.

3 hflation adjusted expenditure is based on CPL adjustments using June 2015 as index point and working
badwards using adjustments from Satistics NZ Fgures are GSTHndusive.
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dass 4 expenditure has inaeased since 2014 and there are signs that the sector is
stabilising, and is more mature. Improving economic conditions and population gowth are
likely to have driven some of thisgrowth. However, the future of the sector and the
sustainability of community funding remains unaartain, due to fadtors explored later in this
disaussion.

The objedtives of this review are to look at:

« thelongtermsustainability and effective allocation of fundingto communities
without drivinga growth in ganbling;
« whether thelegdation is till fit-for-purpose;
« whether the sector can be regulated more cost-effedtively; and
« preventingand minimising harmfromganmbling.
This disaussion paper seeks your views on how to achieve the above objedtives.

* Al funding figures are GST-exdusive
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PART I: Overview of class 4 gambling

The purpose of the Gambling Adt 2003 (the Ganbling At) isto:

control the gowth of gambling;

prevent and minimise harm from ganmbling, induding problem ganmbling;
authorise some gambling and prohibit the rest;

fadlitate responsible ganmbling;

enaurethe integity and faimess of games;

limit opportunities for aime or dishonesty assodated with gamblingand the
condudt of garmrbling;

enaure that money from gambling benefits the community; and

fadlitate community involvement in dedisions about the provision of garbling’.

Thereis potential for conflict between some of these purposes. This approach was
ddliberate, to encourage dedsion-meking that balances the need to minimise the harmfrom
ganmbling with the desire to generate benefits to the community fromganbling money. In
order to achieve these purposes, the Department undertakes gambling licensing, conpliance
and enforcement fundtions.

The Gambling Adt dassifies gambling based on the amount of money spent and the risk of
problens assodated with that type of ganbling. The four dasses are:

dass 1: Srall scale gambling where the prizes annot exased $500, and no licence
is required. Banmples of dass 1 gamblingindude office sweepstakes.

dass 2: Gambling where the person condudiing the gambling is not paid, the
gambling must be run by a sodety, and all the proceeds fromganmbling must be
applied to an authorised purpose (a definition of authorised purposes can be found
inthe Gossary). Prizes may not exaeed $5000, no more than $25,000 can be
ganmbled in one session, and no licence is required.

dass 3: Gambling where prizes awarded for the ganmbling adtivity can exceed
$5000, may only be run by a sodety, the money must be raised for an authorised
purpose, and a licence to operate is required. Banples are the national lotteries
run by the Heart Foundation and Coastguard NZ

dass 4: Gambling adtivity involving the use of gaming machines outside of acasino,
and may only be run by a non-dub sodety or dub to raise money for an authorised
purpose. The gaming nmachines are found in dubs, like RSAs and bowling dubs,
commeardal venues, such as pubs and bars, and New Zealand Racing Board (TAB)
venues.

Other major forms of ganblingin New Zealand indude Lotto New Zealand, bettingon rading
and sports, and casinos. The foaus of this review is on dass 4 ganbling.

> Sadtion 3 of the Gambling Act 2003
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(ass 4 gambling

dass 4 gamblingis gambling using non-G@sino gaming machines, also known as “pokies’.
There are three types of dass 4 sodeties. Non-dub sodeties operate machines in separately
owned pubs and bars. Qub sodeties operate gaming machines fromtheir own dubrooms.
The New Zealand Rading Board also operates gaming machines in venues it owns or leasess.
All operators require licenaes from the Department.

Table 1 shows a sunmmary of the sector as at 31 March 2016.

Table 1: Aass 4 gambling sector by sodeties, venues and gaming machines, as at 31 March 2016

dub 24 263 3,259
Tota 292 124 16,274
Non-dub sodeties own almost 80 per cent of the gaming machines operatingin licensed

venues. These sodeties also generate most of the gaming mechine profitsand gants
retumed to the community.

All dass 4 sodeties must apply or distribute their proceeds fromgaming nmachinesto
authorisad purposes. When applying for a licenas, a non-dub sodety (Which distributes its
funds) has to gpedfy what authorised purposes it intends to raise noney for. Non-dub
sodeties must then grant funds only to those purposes that are spedfied in their licence,
which must be consistent with the purposes set out in their trust deeds or constitutions.

Authorised purposes for dass 4 gambling are defined in the Gambling At as”:

» acharitable purposs;

« anoncommeardal purpose that benefits the whole or a sedtion of the community;
and

» promoting, controlling, and condudting radng meetings under the Raang Act 2003.

dass4 strudhure

dubs

dubs own and host their gaming machines and mainly apply the money raised fromtheir
gaming machines to the dub. Most dubs are nonprofit organisations which are
predominantly owned by their members.

Banmples of dubs are RSAs, sports dubs and cosmopolitan dubs. Each dub hasan adive
membership that has the opportunity to be involved with sports and other sodal adtivities
the dubsrun. Members who gamble in the dubs are nore than likely benefitingfromthe
proceeds of their gambling.

8 Indudes the New Zealand Rading Board.
7 Sadtion 4(1) of the Gambling Act 2003.
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(ubs are subject to gaming machine dutty and the problem ganrbling levy. However, the
appliction to authorised purposes and operating aosts are different. Figure 2 shows the
allocation of funds. Aubs also apply approximately $55 million per year to their own
purposes and the wider community.

Allocation of Qub gaming machine proceeds

Problem Gambling
Levy (from 1 July)

‘ 150°%

Feesto DIA
3.07%%

Figure 2 Allocation of Qub gaming machine profits (GST exusive)

Norr-dub sodeties

Non-dub sodeties own gaming nmachines and reimburse pubs and bars for hostingthe
machines. Non-dub sodeties must be non-commeardal, and can be established in various
corporate forms, induding companies, trusts, dharities, or incorporated sodeties. Non-dub
sodeties make their own dedsions on how to run their operations and how they distribute
their grants, within the constraints of the Garmmbling Adt and its related regulations.

There are no limits on how many non-dub sodeties can be licensed, as long as they meet the
licensing requirerments of the Ganbling Act. This allows persons to establish sodetiesto

raise money through gaming machines for their chosen community cause. Non-dub sodeties
mainly distribute net proceeds from their gaming machines to community organisations that
align with the societies’ authorised purposes. There are a small number of non-dub sodeties
that mainly apply their proceeds to their own authorised purposes (Youthtown for eanple).

rage8



Non-dub sodety aosts are mostly fixed and indude ganmbling fees, gaming machine duty and
a problemgamblinglevy. These make up around a quarter of all costs. Other aosts indude
operating aosts and a capped reimbursement payment of 16 per cant of gaming machine
profits fromganmbling to venues that host the societies’ gaming machines. Societies are also
required to distribute a minimumof 40 per cent of ganmbling proceeds by way of grants
fundingto communities. Figure 3 shows a breakdown of non-dub societies’ costs.

Allocation of Non-dub sodeties gaming
machine proceeds

Problem Gambling
Levy (from 1 July)
1.50%

Feesto DIA
3.07%

&

Figure 3: Allocation of Non-dub sodety gaming machine profits (GST edusive)

Venue Payments
16%

New Zealand Raaing Board

Under the Radng and Gambling Adts the New Zealand Racing Board (NZRB) has a statutory
monopoly on terrestrial gports and rading betting serviaes in New Zealand through the TAB.
The Gambling Act also permits the NZRB to operate gaming machines at its TAB venues. Its
venues are mainly used for radng and sports betting. The majority of funds generated by the
NZRB'’s gaming machines are applied under its radng authorised purposes and up to 20 per
cent distributed to amateur sports.

The Minister for Radngis developing proposals to deal with online radng and sports betting
adivities. The proposals are relevant to the dass 4 review as they will potentially inaease
overdl gambling options for New Zealanders. This work is proceeding separately, though
dedsions on radng reformwill be taken into consideration for this wider review.
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Minimising harmfromgambling
One of the purposes of the Gambling Act is to prevent and minimise harmfrom ganmbling,
induding problem ganmbling. Gambling can be a harmless form of adult entertainment that

Gan provide positive sodal effeds. However, ganmbling can also have adverse effeds on
many individuals, their families and their communities.

The main gambling providers in New Zealand must pay a problem ganmbling levy under the
Gambling (Problem Ganrbling Levy) Regulations 2013%. Gasinos, non-casino gaming mechine
(dass4) operators, Lotto New Zealand, and the NZRB currently pay a problemgambling levy
as gpedfied in the Regulations.

The levy payments reimburse the Grown for the costs of the Ministry of Health to implement
the Act’s purpose of preventing and minimising harm from gambling. Thisis part of the
Ministry’s wider responsibility for the integrated problem gambling strategy described in the
Act. This strategy must indude’:

« measuresto promote public health by aimingto prevent and minimise harmfrom
ganbling;

o sarvicesto treat and assist problem gambling and their families and whanau;

 independent sdentific research on ganmbling, induding longtudinal studiesonthe
sodal and economic impads of ganbling; and

o evaluation.

This strategy is updated every three years, and a new strategy has recently been published
and is available on the Ministry of Health’s website.

dass 4 sodeties and venues which host gaming machines also have partiaular obligations
under the Gambling At to prevent and minimise harmfromganmbling. Most of these
obligations can be found in the Gambling (Harm Prevention and Minimisation) Regulations
2004. For eanple:

» dass4 gamblingoperators must develop a policy to identify problemganblers;

» staff managnga dass 4 venue must take all reasonable steps to ensure that the
policy is used to identify adtual or potential problemganmblers;

« austomerswho are identified as problem gamblers may be issued an exdusion
order. Qustomers can also request to be exduded froma venue.

Gambling ingpedtors fromthe Department will visit venues to chedk whether they meet the
harm minimisation obligations in the Ganbling Act. The Department can apply a range of
sandions, induding revoking operating licenass, if it believes gambling harm polides are not
beingimplemented.

8 New problemgambling levy regulations are due to come into effect on 1 July 2016.
9 Sedtion 317(2) of the Act.
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Problemgarmbling

Research tdlls us that harm related to problem gamblingis nore likely to affect people living
in high deprivation neighbourhoods. M3ori and Pacific peoples are more likely than the
general population to develop problem ganmbling, and nore likely to suffer gambling-related
harm

Estimates of problem ganmbling in New Zealand vary between surveys. Results fromthe
comprehenaive 2012 National Ganmbling Sudy indicate that gpproxinately 0.7 per cent of
the adult population of New Zealand are problem gamblers. This represents about 23,504
people with significant gambling problens. The National Ganbling Sudy also found that 1.8
per aant of New Zealand adults, or 64,440 people, are noderaterisk gamblers. Afurther 5
per aant or 167,888 people are lower risk ganblers. More recent results for 2013 indicate a
dight redi.(l)ctim in the prevalence of problem gambling (0.5 per aant), but no major change
for 2014.

In terms of ethnidty, the 2012 National Ganmbling Study reported a prevalence of problem
gambling for Maori of 2.3%, with 3.9%0f Maori considered moderate-risk ganblers. For
Padfic peoples, the prevalence of problem gambling was 1.6% with 6.4%«onsidered to be
moderaterisk gamblers. For Asian peoples, the prevalence for problem ganmbling was 0.7%
and 2.3%dor moderatetisk gamblers. More recent results from 2013 and 2014, indicate that
these ethnic g-oups continue to have similarly high rates of problem and moderate-risk
gambling.

Thereis a significant assodation between the prevalence of problem gamblingand average
monthly expenditure. The prevalence of problem gamblingiis 13.1%or those who spend
nmore than $500 on average per month on gambling. Thisis in comparison to a prevalence of
1.1%w0f problem ganbling for those who spend $51 to $100 on average per nonth on
gambling.

From 1985 to 1990, total gambling partidpation by adult New Zealanders inareased from
85%d:0 90%and remained at this level up to the mid-1990s. Fromthis point on partidpation
dedined to 80%sat 2005, and has remained around this level. However, while total ganbling
partidpation has deaeased, and risk factors for gambling harm have deaeased (such as
partidpation in multiple gambling adiivities), there has not been a significant deaeaseinthe
prevalence of problemor moderate-risk gambling sinae 2005.

Wider effeds

In 2012, approximately 380,000 New Zealanders reported having ganbling-related
arguments, and about 260,000 reported having to go without something they needed or not
paying bills because of another person’s gambling.

Harm from ganbling can also indude poor parenting, family violence, other aime, and
suidde. These harms affedt people other than the gambler.

10urhe severity of gambling problems is classified using the Problem Gambling Severity Index (PGSI). Low risk
gamblers score 1-2 problems on the PG, moderate risk gamblers saore 3-7, and problem gamblers score 8 or
more”. Ferris, J. & Wynne, H. (2001).
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New Zealanders’ attitudes towards gambling

Research'! has shown that New Zealanders have a high awareness that garmblingiis
assodated with harmand that some forms of gambling are nore harmful than others. Most
partidpants in the research agreed sirongy that more should be done to reduce harmfrom

gambling.
Problem ganmblers were much nore likely to agree that there were too many non-casino
gaming machine venues. There was also found to be some public support to further reduce

gambling harmand the number of gaming machines available. Over 50 per cant of the
partidpants considered non-cGasino gaming machines were sodally undesirable.

Ghanges over-time arnd risk fadtors

For the total adult population the prevalence for problem ganblingand moderate risk
gambling reduced signifiantly during the 1990s and has not changed significantly in the last
decade. Some key risk fadtors for problem ganbling improved in the years since 2011,
induding the proportion of people frequently engagingin more harmmful continuous forms of
ganmbling (e.g. gaming machines), those gamblingweekly or more, and those engagngin
multiple gambling adtivities.

The role of local govermment

The Garmbling Adt spedfies that a aty coundl or distridt coundl (as listed in Schedule 2 of the
Local Government Act 2002), must have a class 4 venue policy. A council’s venue policy sets
out the rules around dass 4 ganbling in their distrids. The aimof venue polidesisto gve
local coundls and the conmunities they represent a say in how dass 4 gamblingoperatesin
their digrids, in line with the Gambling Act’s purposes.

When establishing or reviewing their polides, coundls have to go through a consultation
proaess as per the Local Government Act 2002. This proaess allows for dass 4 venue polides
to reflect local fadtors and the differences between communities.

dass 4 venue polides must be updated every three years, and must indude:

« whether dass4 gambling venues may be established in their district;

 if pamitted, where venues may be located; and

» onsideration of the soda impadt of ganbling .
{ass4 venue polides may spedfy a restridtion on the mexdimum nunmber of gaming
machines per venue, and may also indude a relocation policy. dass 4 sodeties need consent

from the territorial authority if they wish to establish a venue within that councils’ district.
Uass 4 sodeties have to apply for aconsent fromterritorial authorities when:

« inaeasingthe nunmber of gaming machines that may be operated at adass 4
venue;

» asodetyisapplyingfor adass4 venue licence and a licenae has not been held by
any sodety for the venue within the last 6 months; and

11 5015 - Attitudes towards Gambling. New Zealand 2012 National Garrbling Study: Report Nurrber 3.
Gambling and Addidions Research Gentre and Auddand University of Technology.
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» asodety proposes, in acoordance with a reloction policy of the territorial
authority, to change the venue to which a dass 4 venue licence aurrently applies.

Once a coundl grants consent for the establishment of a new venue, the venue can apply for
a licence fromthe Department. The Department then nonitors the new venue for
conmpliance with the Gambling Act 2003. Tarritorial authorities do not have the power to
dose a venue, and annot revoke its consent. Only the Department can sugpend or ancal a
venue's licence for non-compliance.

Some coundls have a “sinking lid” policy. This usually means that the coundl concamed is
tryingto dearease the number of gaming machines and dass 4 venues inits district. A sinking
lid policy indudes a ban on any new gaming machines or venues in adistrict. Coundls can
also have cgps of the number of venues and/or gaming mechines intheir distridss. Other
coundls, however, allow for growth in gaming machine nunmbers and/or venues within their
distrids.

Under sedtion 101(2) of the Gambling Adt, coundils must consider the sodal impadt of
ganblingin their distridss when developinga dass 4 venue policy. This @nindude the
impact of harmfrom ganmbling, as well as the impad: of funds going badk to community
groupsin the formof grants. Coundls do their own research on the sodal impadts of
gamblingin their distridts. Information can also be provided by the comunity, problem
gambling treatment providers, and dass 4 ganbling sodeties, through the conaultation
progess.

Conmunity funding

The community funding aspect of the “pokie” systemis unique to New Zealand. In most
other jurisdidions gamblingis a “for profit” adivity. The dass 4 sector returns about $260
million per year to communities in the formof grants funding (in addition to taxand duty
payments to govermment).

Depending on its strudture, a dass 4 sodety can apply or distribute funds to the community.
The funds must be applied or distributed within a set timeframe, which isaurrently set at 12
nmonths. Non-dub sodeties are required, through regulations, to distribute a minimumof 40
per cent of their GST- exdusive gross proaeeds' to authorised purposes. Aubs, through
licence conditions, are required to apply up to a minimumof 37 per cant to authorised
PUrposes.

The funding for community organisations from the other main forms of gambling (exduding
Gsinos) has inareased since 2004, which has resulted in community funding remaining
relatively stable overdll. The total community returms fromthe ganmbling sector deareased by
only three per cent over 2004 to 2015 in real terms (from $619 million to $603 million™). In
the 2013/14 year, dass 4 sodeties provided approximately 40 per aant of the total amount
distributed for community purposes (using the description of ‘community’ broadly in this
context).

2 Goss Gross proceeds are Gaming Machine Profits plus all other income of a sodety (for eample interest on bank
deposts, or fromsale of unwanted gaming machines).

3 Jotal exdudes distributions by dubs to their own purposes.
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While there are exaeptions, in general dass 4 funding to the community distributes saller
fundingamounts within local communities (e.g. loa sports dubs, kindergartens, community
organisations), whereas community funding from other dasses of gambling (e.g. the Lottery
Grants Board) is distributed in larger amounts on more of a national or regonal basis.
Therefore, while other forms of ganmbling kept the overall pool of fundingto the community
stable, the overall distribution of funds has probably shifted anay fromlocl communities.
While dass 4 ganbling provides nore local community funding, it also comes with the
highest risk of harmwith respect to problem ganrbling, cormmpared with other forms of
gabling

Regulatory changes already ocaurring in the sedtor
A number of recent amendments to the Gambling Adt and changes to regulations will have
impads on the sedtor in the near future. Recent changes indude:

« inaeasing the fees ganbling operators pay to fund the regulatory adtivity of the
Department;
« theintrodudion of a simpler non-dub venue payment regme (Which should
reduce compliance aosts for the regulator, non-dub sodeties and venues); and
« thea@anadling of scheduled inaeases to the minimum rate of retumn to authorised
purposes for non-dub sodeties. The rate of retum is now fixed at 40 per cent of
GST-exdusive gross proceeds.
Other non-regulatory initiatives are also underway, induding: work to strengthenthe
licensing requirements for new dass 4 sodeties; the capadty to audit management
companies; and potential for lower regulatory oversight around highly trusted operators
(such as through the use of three-year sodety licences).
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PART Il: Factors influencing the class 4

sector

This paper seeks your feedbadk on a range of fadtors within the dass 4 sector that may affect
the sustainability of conmunity funding. These are listed below, along with some questions
for your consideration.

Legisiative restridions on the dass 4 sector
A purpose of the Gambling Act is to control the growth of gambling, and it sets up a highly

presaiptive regime under which dass 4 sodeties can operate. The Adt also states that dass 4
sodeties must maximise retums to communities, while minimising operating costs.

The Gambling Ad was a ddliberate response to a sector that had g-own rapidly through the
1990s. By early 2003, there was a widespread peraeption of an oversupply of gaming
machines, with an exaess of 25,000 machines in operation, owned by nmore than 100
sodeties. This was a very high rate of machines per person compared to other jurisdidtions.
The ledd framework was considered fragmented and nat fit-for-purpose, and ladked
measures to address harm from gambling. There was widespread community dissatisfadtion
with this rapid growth, and the inability of communities to have a say on how many dass 4
venues there should be, and where they should be located.

This rapid growth and peraeived oversupply in the sedtor pronmpted the development of the
Gambling Adt. The new legdation established palides to prevent and minimise harmfrom
gambling, and enabled local communities to be more involved in dedsions on the availability
of ganrblingin their distrids. Snce its implementation, the sector has shrunk interms of the
number of dass 4 sodeties, gaming machines, venues, gaming expenditure and the amount
of funds being retumed to communities.

The Gambling Adt and assodated regulations place many restridtions on the dass4 sector in
light of the potentia for harm fromdass 4 gambling. These restridtions limit dass 4 societies’
ability to adapt their operations over time. For exanple, non-dub sodeties who establish
new gambling venues are only dlowed a maxinum of nine gaming machines, but non-dub
venues that existed before the Gambling Act were allowed 18 machines as part of ‘gand
parenting arrangements. Machine nunbers are also Gapped per venue, rather than, for
exanple, nationaly.

As noted on page eight, the class 4 sector’s costs are highly regulated, partiaularly for non-
dub sodeties. After al mandatory costs are subtradted, about 17 per cent of gaming
rmachine profits remains for non-dub sodeties to run their operations, for eample,
administering the grant-making proaess, depredation costs, salaries, and office rent. This
leaves non-dub sodeties with little roomto invest in other parts of their business that might
lead to better overal outcomes, for exanple, improved grant nmeking processes.
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The Gambling (Harm Prevention and Minimisation) Regulations 2004 also impose various
controls on the dass 4 sedtor. Requirements in these regulations indude:

« limitson stakes and prizes, induding a limit on jadgots of $1000 for asinge play
onagaming machine;
« gaming machines must digplay certain messages, induding information about the
odds of winning a game, the duration of a player’s session, and the amount a
player has spentina session;
« daming machines must have features that interrupt play;
« Venues annot advertise jadqots; and
e Venuesare required to provide information about problem ganblingand howto
seek help or advice.
Another restridiion on dass 4 gamblingis the inability to offer online gambling options. In
New Zealand, only Lotto NZ and the NZRB are aurrently allowed to offer forms of online
ganbling.
Questions:
« Given the changes in the sector since 2003, are the purposes of the Ganbling Act
still fit-for-purpose?
Do you think the recent stabilisation of dass 4 gambling ependiture isdue to
economic/population changes or changes within the dass 4 sedtor (or both)?
Do you think any changes should be nade to the requirements onthedass 4
sector? ¥ so, what changes?
« What would the impact of any changes be on the responsibility to prevent and
minimise harmfromgambling?
« Do the provisions in the Adt go far enough in ensuring funds to conmunities are

The role of local govermment through local venue polides

One of the purposes of the Ganbling At is to fadlitate community involvement in dedsions
about the provision of gambling. Local dass 4 venue palides allow coundls and their
communities the opportunity to have a say in where dass 4 venues are located in their
distridts, and whether more gaming machines and/or venues Gan be established.

dass 4 venue polides vary aarass the 67 different coundls (regonal coundls are not
required to have venue polides), and can reflect differences between communities. For
example, some coundls do not allow any new venues to be established in their distridts,
whereas other allow new venues, but only in certain areas.

Coundls must review their dass 4 venue polides every three years. The review process
provides the opportunity for the community to provide information to the coundl on how
gambling and the councils’ venue policy are affedting the district. This could be information
about the benefits fromgrants to community groups, or about ganbling+elated harm.
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Under dass 4 venue polides as at 2013, 64 per aant of coundls allowed new dass 4 venues
and gaming machines, with 36 per cent allowing no new venues or gaming machines.
Coundls have to update their venue polides every three years. Coundls last reviewed their
polidesin 2013, and many are aurrently going through the process of reviewing their polides
for 2016.

Acoundl must also consider whether to indude a relocation policy, but it is not mandatory.
About half of all coundls have a relocation policy, which sets out if and when a coundl will
grant consant to a venue to move to a new location, where the venue already holdsadass 4
licence. For eanple, if adass 4 venue operator rents a building, and the landlord does not
renew the lease, the venue operator will need to move to a new venue. Fa coundl hasa
relocation policy, the venue operator can move to a new venue in accordance with the
policy. I the coundl does not have a relocation policy, the venue operator may not be able
to move to a new venue and would have to cease operatingas adass 4 venue.

Questions:

« What should the role of local authorities be in balandng the benefits of dass 4
funding to their conmunities with the potential negative impacas?

« Arethere any requirements in the Gambling Act related to venue polides that
should be changed? ¥ so, which requirements?

« B requiring coundls to review their venue polides every three years a good
policy? Should there be more or less time between reviews?

« Howhave local venue polides impacted on both problem gamblingand the
sustainability of community grants fromdass 4 ganbling?

The Department’s regulatory functions and the cost of
regulating gambling

The Department has responsibility for regulating the dass 4 environment under the
Gambling Adt and its assodated regulations. This indudes regulating the non-dub sector,

comprising 38 non-dub sodeties, about 960 non-dub venues and $261.9 millioningrant
funding (in 2014/15). Regulatory adtivities indude:

« Nondub sodeties have to apply to the Department for a gamblinglicence.
Currently a sodety must re-apply for a licence every year.

»  The Degpartment monitors the amount of funds non-dub sodeties retum to
communities to chedk that it reaches the minimum required under regulations.

« Gamblingingpedtors ingpedt venues to chedk they are operatingaaordingto the

GamblingAct, including the venue’s responsibilities around harm minimisation.

Other regulatory adiivities indude efforts to reduce theft and fraud, minimise harmfrom
gambling and maximise retums to the community.
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The cost of regulating the non-dub sedtor is approximately $14 million per annum (GST
edusive). These aosts are met by charging fees to gambling operators, which anmount to
approximately 3 per aant of gaming machine profits from non-dub sodeties. Two-thirds of
the Department’s fees revenue comes from fees tied to the number of gaming machinesin
the dass4 sedor.

Non-casino gambling fees inareasad on 1 February 2016. Prior to this, fees had not been
reviewed since 2007. When the fees were set on 1 February 2008, it was assumed the
nurmber of gaming machines would not reduce below approximately 20,000. At 30 March
2016, there were 16,274 gaming machines operating in the dass 4 sector. This has resulted
in the revenue from gaming machines deareasing by 20 per cant since 2008. This has meant
that the Department had been under-recoveringits costs of regulating dass 4 ganbling, this
under recovery has led to a defidt in the Department’s ganbling memorandum account of
$12.9 million at 30 June 2015.

The recent inarease in fees addresses the Department’s operating deficit and reduce the
defigt in the mamorandum account. However, machine numbers are ill deaeasing, and
the longterm sustainability of a funding model based on gaming machine numbers remains
questionable. There are also other cost pressures fading the Department, induding:

» the operation and maintenance of the Hedronic Monitoring System for dass 4
gaming maechines;

» development and depredation aosts for the Integated Gambling Platformto assist
with regulating the industry; and

o general aost pressures, Departmental overheads and capital charges.

Questions:

e What influence do the Department’s regulatory functions and operational
polides have on the sustainability of funding to communities?

« Do you think the cost of regulating the dass 4 sedtor is reasonable?

« Arethere ways of effectively regulating the sector at less cost?

« What areas should the regulator foaus on to reduce unwanted/illegal behaviour
and problemgambling rates?

 Are there more effident methods of recovering costs fromthe dass 4 sector than
the asrent gaming machine-number based model?

Problem gambling

Non-casino gaming machine partidpation deaeased from 28 per cent in 1990, to 18 per cent
in 2000, and 14 per cant in 2012. Risk fadtors (weekly or nore partidpation) for total
continuous gambling adivities (which indude gaming machines) also deareased during this
period from 18per cant in 1991, to 10 per cent in 1999, and 6 per cent in 2012.

There was a redudion in annual partidpation on gaming machines for pubs from 2012 to
2013 (8.9 per aant varsus 11.5 per cant), but no change for dubs. There were no other
changes up to 2014 for either pubs or dubs on monthly or annual partidpation.
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The harmassodated with dedtronic gaming machines is higher than for most other forms of
ganmbling. For eanple, the 2012 National Gambling Study found an odds ratio of 56.36 for
the assodation of non-casino gaming machines and problem gambling compared to 4.39 for
Lotto. This means the risk of problem gamblingis signifiantly higher for non-@sino gaming
rmachines than for Lotto. Approxinately 14 per cent of adults (462,140 people) report having
ganmbled on non-casino gaming machines. & is estimated that 12.2 per cant of adults
gambled on pub machines (402,722 people) and 5.7 per cent (188,157) on dub machines.

In 2012, the prevalence of problem and moderate-risk gamblers amongst non-@sino
machine gamblers was 2.7 per cent (or 12,477 people) and 8.7 per cant (40,206 people)
respectively. More recent reaults for 2014 indicate that eledronic gaming mechine ganmbling
(csino, pub, dub) inaeasead the risk of developing ganbling problernns by 5 times. This
sugaests that the prevalence of moderate-risk and problem gambling assodated with
eledtronic machine gambling has not changed significantly since 2012. The spedific
prevalence results will be available later this year.

Fguresfor 2012/13, 2013/14, and 2014/ 15 indicate that approxinately half of the number
of people presenting to Ministry of Health-funded problem ganmbling intervention services
for help identify non-casino gaming machines as ausingthem problems. Thisis by far the
largest group of dients assodated with a partiaular gambling mode, and has not changed
signifiantly over this time period.

In 2015, gambling expenditure for non-casino gaming machines was $818 million. Basedon
annual salfreported expenditure, estimates fromthe 2012 and 2013 National Ganrbling
Sudy suggest that approxinmately 50 per aant of total expenditure for this sedtor comes from
the cormbined low risk/moderate/ problem ganblers, and approximately 30%of total
expenditure comes fromthe combined moderate/ problem gambling group. The figures for
2014 suggest these proportions have deareased dightly, however another year of data
oollection is required before this downward trend can be confirmed.

Questions:
« What is your experience of any changes in harmful gambling behaviour over
time?
o What is your view on the class 4 sector’s approach to problemgambling?

Do you have suggestions for how problem gambling could be reduced or better
managed, i.e. how can both the legidation and pradice (e.g. compliance
procedures, good host responsibility measures) be inproved?

W ithe severity of gambling problems is dassified using the Problem Gambling Severity Index (PGS). Low risk
gamblers score 1-2 problems on the PGS, moderate risk gamblers saore 3-7, and problem gamblers score 8 or
more”. Ferris, J. & Wynne, H. (2001).
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Non-dub dass 4 gambling sedtor

The sedtor has dedined sinae 2003 in terms of numbers of dass 4 sodeties, venues and
gaming machines. Some say this has led to a mature and effident sector, with the passingof
the Gambling Adt 2003 driving significant effidendes into the sector. For eanple, thereis
now more money being spent on fewer machines. The introdudtion of a minimumrate of
retum of funds badk to communities also led to further effidendes. Partidpation rates for
ganmbling on gaming machines have also deaeased.

There are some advantages to the aurrent nunrber and diversity of non-dub sodeties. k
provides a “grass roots” funding model that is responsive and well connected to community
needs. Grant redpients have noted they appredate the fast tumaround of gant
applications, and the ability to seek funding from multiple sodeties. However, having 38
sodeties also means that the systerm needs to support the operational costs of multiple
organisations, and thereis potentia for a number of sodeties to conmpete for high tumover
venues.

Questions:

Do you think there are an optimum number of non-dub sodeties, venues and
machines that would mendmise sustainable funds to the conmumnity, while
minimising harmfromgambling? What would this be?

« What aiteria do you think should be considered to determine the optinum
number of non-dub sodeties?

« What are the advantages and disadvantages of a larger non-dub sector versus a
smaller non-dub sedtor?

« What are the advantages/disadvantages of large vs small non-dub sodeties?

Non-dub venues and their relationships with non-dub
sodeties

Along with machine nunmbers, non-dub venue numbers have deaeasad significantly since
the introdudtion of the Gambling Adt in late 2003. For instance, in June 2005, there were
1,801 non-dub venues in the sedtor. There are now 961. Other factors have aso impacted
on the decrease in venue nunbers. For exanple, the banning of soking in pubs and bars,
the SAle and Supply of Alcohol Act 2012, and amended drink driving limits have had an
impadt on the wider hospitality sector.

Non-dub sodeties need venues to host their gaming machines in order to generate net
proaeeds for distribution to communities. Non-dub venues that host gaming machines are
reimbursed for the cost of hosting them. This system can areate conmpetition between non-
dub sodeties for venues, espedally high tumover venues, as they generate more funds for
non-dub sodeties to digtribute. This can, in some Gases, result in risks of venues using venue
market power to effect ‘grant capture’, or improper inducaments to attract a venue. For
exanple, a venue hosting the gaming machines of a partiaular non-dub sodety may have
expedations that the sodety will gve gants to g-oups assodated with the venue owner.
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The Government recently agreed to a new non-dub venue payment regme, which will be in
operation from October 2016 and be based on cormmission. The commission will be
Gaulated as no nore than 1.28 per cant of venue tumover on a weelly basis, and not
exaeed an annual limit of 16 per cent of gross gambling machine proceeds, exduding GST,
per non-dub venue. This model aims to be more fair and trangparent, to remove some of
the issues around competition for venues, and is likely to reduce conpliance costs.

Some people have expressed conaamn that the new regime may incentivise some non-dub
venue operators to reduce or ignore their regponaibilities with resped: to prevention and
minimisation of garmbling harm. This is because the greater tumover a venue has, the nore
they get paid. Conversaly, other people consider that under the new system, non-dub
venues will be adequately funded to provide suffident resources to inarease supervision and
nmanage their gaming environments better.

Questions:
Do you think the relationship between venues and sodeties can aeate
problems? ¥ so, what problems and why?
« Arethere altemative approaches to the venue/sodety relationship that may
reduce these problems?
« s oonpetition for venues between sodeties desirable? Why?

« What dhanges in the conmerdal environment for venues may have implications
for their ability to host dass 4 gaming machines?

Aubs

Jub sodeties are different to non-dub sodeties because they host their own machines.
{ubs also apply most of the funds from gaming machines to their club’s approved purposes.
They are subjedt to the minimumrate of return regulations, but at a lower rate than non-
dub sodeties. Although not requiired to, some dubs do distribute some of their ganbling
proceeds badk to the wider community.

(hangng demographics and dedining dub memberships have led to many dubs strugding
to sunvive. Therefore, unlike non-dub venues, two or more dubs can merge into one entity.
I two or more dubs want to merge, they have to become a single dub that operates at a
sinde dass 4 venue. So two dubs cannot merge and then operate in multiple venues. The
mergng dubs can keep their gaming madhines and move themto the new venue. However,
the new number of macdhines cannot exaeed 30.

{ubs have to apply for consent fromtheir coundl if they want to merge. Aubs nmust then
gain permission fromthe Minister of Intemal Affairs to merge, and for any inadease inthe
number of gaming machines to be hosted in one venue.

Thereis aneadotal evidence that the dub sector is dedining, with dubs dosingand
membership rates down because of changing demographics and consumer preferences.
However, many dubs are adapting and mergnginto larger entities to remain finandally
viable, some very sucaesstully.

Fage2l



Questions:
« Howdo you see the future of dubs and their operation of gaming nrachines? For
eample, howwill demographic changes affect clubs’ membership?
» Should dubs be supported to remain sustainable? ¥ so, how?

dass 4 funding to conmmunities

Mininum rate of relum

In order to gain alicenae, the primary purpose of a dass 4 sodety must be to raise funds for
an authorised purpose. Non-dub sodeties are required to return a minimumof 40 per cent
of GST-exdusive goss proaeeds to communities fromdass 4 gambling. In 2015, the average
rate of return to communities by sodeties was 40.4™ per cent. A nurmber of non-dub
sodeties are aurrently retuming funds to the community above the minimumrate of retum.

The minimum rate of retum was set to rise in Septenber 2016, but a recent Government
dedsion has kept it steady at 40 per cent. This dedsion was made because non-dub sodeties
have recently faced inaeased cost pressures such as downloadable jadpots, changesto
bank notes and inareased gambling fees. Inaeasing the proportion of proceeds given badk
to communities on top of the inareased aost pressures may have foraad non-dub sodetiesto
shed venues or exit the sector, which could have had a corregpondingimpad: on the level of
community funding available.

Questions:
o Baminimumrate of retum the best way to mendmise funds to the conmumnity?
« Fnot, can you suggest altemative tools to a minimum rate of retum to mexdmise
conmunity rebums?

Do you have any suggestions on how sodety aosts could be lessened to improve
the retumn to conmunities?

Grants Progess

Apart from minimum requirements for grant application forms set out inthe Garrbling
(Uass 4 et Proceads) Regulations 2004, non-dub sodeties are able to develop their own
grant gpplication processes. Some grant redipients have advised that some non-dub
sodeties have good application processes that are easy to follow. However, we arealso
advised that some non-dub sodeties have lengthy and difficult application processes that
oould adt as a detarrent to potentia applicants that may not have the anareness, resouraes

or knowledge to conplete the application process.

There is aso concern from some in the dass 4 sedtor that not everyone in the conmunity is
aware that fundingfromdass 4 proceeds is available, or they may not know howy/be able to

apply for it.

Bhisisa provisional figure as the 2015 data is yet to be confirmed following audit and/or processingdue to
retrospedive adjustments that sodeties can apply.

ragez2



In order to try and make the proaess transparent non-dub sodeties are required to publish
information about all applications received, and whether or not the applications were
acepted or dedined.

Questions:
o What is your experience of the grants process (e.g application, notification, etc)?
« Do you think the process is acoessible for everyone?
« Howeffident do you think the processis?
» Howfair and transparent do you think the processis?

o Do you have any suggestions for change that would benefit the community’s

ability to gain grants funding?

Distribution of grants funding
As mentioned above, non-dub sodeties must distribute a minimum of 40 per cent of their

GST-exdusive gross proceeds fromtheir ganbling operations to the community. For non-
dub sodeties, authorised purposeis:

« adharitable purpose; or

« anon-commerdal purpose that is benefidal to the whole or a setion of the
community.

The definition of authorised purposes is broad, and allows non-dub sodeties to dedde how
the community will benefit fromthe funding. Non-dub sodeties can choose to have broad
authorisad purposes that benefit a wide range of community groups, or they can choose to
have a narrower or sinde authorised purpose, where the funding benefits a partiaular g-oup
or area of the community.

Fgure 4 illustrates the amount of community funding being allocated to different categories
of organisations and groups within the community for the period 2006 to 2015. Amateur
gports recaives a high proportion of the funding— many people see this as good use of the
funding as it is likely to reach grass roots organisations and children’s sport, and may
encourage higher rates of partidpation in a wide range of sporting and reareational
adivities. Some organisations have suggested, however, that there are many other
community needs that could benefit froma higher proportion of community funding.
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Grants - Top Redpient Groups 2006 - 2015
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Fgure 4: Grants - Top Redpient Groups 2006-2015

As shownin Fgure 5 below, over the last 10 years each gant redpient category listed has
received a reasonably consistent percentage of the available community funding. Some
areas have seen a dight fludtuation or an inarease in funding over thistime. However, radng
has seen a dedine in funding over the last five years.
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dass4 Grants - Time Saries - Percentage of fundingfor Main

Redpient Groups by Year
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Fgure 5: ass 4 grants time series — Percentage of funding for main redpient groups by year

Research on New Zealand attitudes to ganbling in 2012 found that 64.5 per cant of
partidpants were happy or largaly happy (but with some doubts) about the distribution of
funding. This was a similar figure to that expressad in a survey in 2005. Most people (85 per
cent) were in favour of gambling proaeeds going to the community, however they did not
like the idea of gambling proaeeds being used for business profits (74 per cent) or
government revenue (73 per aant).

Questions:
« What are your views on the arxrent legislative settingsaround societies’
authorised purposes?
Do you think the funding from dass 4 gambling is achieving the neddnumimpact
for the conmunity?
« Fnot, why and what could change?

Diverse comnmunity needs

In our disaussions with the dass 4 sector, some people voiced concam that dass 4 fundingis
inaeasing inequalities in communities because signifiant expenditure on gaming machines
is orignating fromlow-deprivation areas, but is not necessarily going badk to community
organisations that support people living in those areas. There is a peragption that the
fundingis ddlivering more benefits to middle-to-high income communities instead.

rage2s



Some of the redpients of funding we talked to had concerms that community organisations
in low-deprivation areas may not have the knowledge of the funding or the resouraes to
apply for grants funding and therefore may be missing out. They noted that it took
applicants a lot of time and energy to build up knowledge of the different non-dub sodeties,
the different purposes those non-dub sodeties applied the funding to, and the different

application processes.

In the past few years some non-dub sodeties have been meking an effort to enaure the
fundingis going badk to the community it orignated from; however thisis not aurrently a
requirement. We also understand that some non-dub sodeties are providing support and
quidance on the application process to people seeking funding.

Nationa organisations have raised issues with non-dub sodeties providing funding solely to
local organisations, as they think that there are other ways to distribute fundingto make
aure it reaches communities. Currently many national and regional organisations apply for
the funding and distribute it aaross the country to local offices or goups/dubs, or useit to
develop coordinated national or regional approaches. Preventing national or regona bodies
from applying for the funding could lead to unintended consequences such as locl offices or
groups missing out on funding because they are not set up to apply for it, or inhibiting
ocoordinated national or regonal approaches.

There are also some organisations that provide programmes on anationa basis, but where
people fromall aaoss the country can attend, benefitinga wide range of communities. T
these national organisations missed out on being able to aatess the community funding then
people who strugded to pay to go to these national programmes nay miss out onthe
benefits.

Questions:
« Should sodeties retum funds to the conmunities where they were generated?
Why?
« Overdll, do you think the distribution of funding is equitable?
« Fnot, why and what could change?
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PART Illl: Online gambling

This sedtion covers (ssues wider than the review of dass 4 garmbling. We are taking the
aportunty to find out how pegole feal about onine garmbling aaass all dasses of garmbling
ardits future in New Zealard, Please rote that the Departrmentt is aurerttly undertaking a
proged raating to afshore raaing and sports betting.  The Departrmert will make sure that
the two peces of work conmplerat eadh other as muach as possible

Currently there are two providers of online gamblingin New Zealand, the NZRB offers online
radng and gports betting induding live sports betting (through the TAB), and the New
Zedand Lotteries Commission (Lotto NZ) sdlls some of its produds online. R isillegal under
the Gambling Adt 2003 to organise, manage, or promote any other source of online gambling
(referred toin the Act as ‘remote interactive gambling’) in New Zealand.

Both Lotto NZ and the TAB provide a range of online garmmbling produds, and the
minimisation and prevention of gambling harmis a key consideration in the development
and provision of these produdts. The regulatory burdens for these providers are relatively
low because their gambling produdts have a lower risk profile and both are statutory bodies
with government appointees.

New Zealanders ganmbling online with Lotto and the TAB has inareased in recent years,
though online partidpation till remains at a lower rate than partidpating in-person at Lotto
outletsor TABs. In 2012, 4.3 per cent of the adult population ganmbled online using New
Zealand produds.®®

Compared with other countries, New Zealand has a narrow range of online gambling
options. For example, the United Kingdom’s online gambling options include casino games,
sodety lotteries, betting adtivities and Bingo games. However, Austrdia hasa smilar range
of online options as New Zealand, with online casino-style games illegal. The Australian
government also recently dedded not to allow the online equivalent of “saratchies’.

New Zealanders are not, however, prohibited from ganmbling with offshore online providers.
For exanmple, a growing number of New Zeadlanders are using offshore online bettingserviaes
(e.g. Bet 365), which offer awider range of betting produdts, such as sports betting, @sino
games, poker, dots, saratchaards and bingo.

Offshore providers are likely to have a conpetitive advantage over New-Zealand based
produds because they operate purely commerdal businesses, without the requirement (for
Lotto and the New Zealand Radng Board) to make returns to their communities, and they
have different tax and duty obligations. In addition, some of the off-shore providershave an
advantage fromthe sce of their operations and often can provide better odds.

16 The Health Promotion Agency’s 2012 Health and Lifestyles Survey.
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The number of online gambling produdts overseas is gowing rapidly, asisthe use of those
produdts in overseas markets. In 2013, online gambling had an intemationally estimated
gross profit of US$35.3 billion and the future predidtion is that online gamblingwill gowat a
rate of 10.6%between 2014 and 2018Y.

The number of New Zealanders gambling online on overseas websites is relatively svall
compared to other forms of ganrblingi.e. from 1.4 to 1.7 per cant of the adult population in
2012. Thisis about 55,000 people. More recent reaults, for 2014 and 2015 suggest no
signifiant changes or possibly a dight inarease. Bgenditure estimates for New Zealanders
using off shore online gambling are limited. Based on salfreported expenditure, the total
annual amounts for offshore online gambling for 2012 to 2014 range between $14.6 million
to $47.6 million'.

As a nation we are inaeasingy using online tools for personal use such as shopping, banking
and sodalising. Having an online presence is becoming more important to businesses to
remain competitive.

Thereisarisk that if we retain the aurrently limited range of online ganbling produdss,
consumers may choose to inareasingy gamble on offshore sites, with a corresponding loss of
benefit to New Zealand communities, and potential concams around problem gamblingand
consumer protedion.

T providing online gambling services was permitted in New Zealand, sarious consideration
would be needed about how an online garmbling environment is designed and regulated. For
example, it would need to be dedded whether another dass of ganmbling should be
introducead, and how and at what cost it would be regulated. There would also be dhoiceson
whether to restrict the number of operators, or whether it would be an open market.

Potential harmfromonline gambling also needs to be carefully considered, alongwith issues
such as identity verification and age limits. There would also need to be consideration of
whether online gambling would be for-profit (with a high tax) or a continuation of the
community benefit model.

Inareasingonline ganmblingin New Zealand may have inplications for ganrblingharm. Access
to gambling would become a lot more convenient, and while having aczess to gambling
anywhere at any time may present limited risk to some people, for those that have a
ganmbling problemthis kind of aacess could inaease harm. Ministry of Health data indicates
that from 2012 to 2014 about 2 per cant to 3 per cent of dients (or 100 to 140 people)
aacessing problem gambling services identified offshore gambling as causing them problens.
The figures are smilarly low (1.5%d0 2.4%) for Ministry of Health dients identifying New
Zeadland online ganmbling (Lotteries, TAB) as causing them problens.

17 offshore Gambling by New Zealanders Sudy, Gambling & Addictions Research Centre, AUT University
(2015).

18 offshore Ganmbling by New Zealanders Sudy, Gambling & Addictions Research CGentre, AUT University
(2015).
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Ancther disadvantage of online gambling may be the removal of sodalisation. Safe gambling
is a source of adult entertainment, and aurrently part of that entertainment indudes the
benefit of soaalising with other people, which could be renmoved if people were to ganmble
online. Online ganrbling also takes away the personal interadtion between the provider and
the person gambling (providers can use the relationships with gamblers to minimise harm).

However, there are also advantages to shiftingto an online platform for gambling produdts.
For instanae, there would be a different set of tools available to reduce harm from ganrbling
(for eanple, pre-commitment to a maximumgambling spend per week). ¥ peoples’ online
identity can easily be verified, it may be easier to set arange of limits to reduce harmand to
enable salf-exdusion aaoss providers.

Allowing lower risk forms of ganbling online could inarease benefit to the community. For
instance, dass 3 ganbling (e.g. non-government national dharity lotteries through the Heart
Foundation and Coastguard NZ) is aurrently unable to use any form of interactive device,
induding telephones. The Heart Foundation and Coastguard NZ have raised the possibility of
supporting dass 3 sodeties by alloning online sales. This could inarease the community
benefit (through geater sales) so long as an online platform can provide appropriate
consumer protedtion and identify verifiction services. However, if an online platformis
provided for dass 3 gambling, consideration would have to be gven to other dasses of
gambling that might want to enter the online market.

Questions:

Do you think the arrent policy settings for online gambling are fit-for-purpose?

« Fnot, howdo we need to change the policy settings?

« Do you think other forms of gambling should be available online in New Zealand?
Why/why not?

« Fyes, what gambling produds should this indude and how could we ensure
gambling harmis minimised?

Do you think dass 3 gambling operators such as the Heart Foundation and
Coastguard NZ should be able to offer online lotteries?
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Part IV: Further issues/ideas

This disaussion paper has set out a number of issues and questionsin relation to the dass 4
gambling sector. We are aware that thisis a conplex topic, and you may have adifferent
view on how the issues and options should be explored. This sedtion is an opportunity to
gve your feedbadk on any further matters you think should be covered in this review.

Questions:
« Arethereissuesor questions not set out in this discussion paper that you think
need to be considered in this review?
« Canyou suggest any further options for improving the status quo that do not fit
elsawhere in this disaussion paper and do not inarease gambling harmor drive
growth in gambling?
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