[image: image1.emf]

[image: image11.jpg]Department of
Justice

Victoria




Regulatory Impact Statement
Gambling Regulations 2015
April 2015
[image: image12.png]*
x 0 x
State
Government ¥ Department of

Victoria Justice & Regulation




[image: image2.emf]
Contents
5Contents


7Executive Summary


7Gambling in Victoria


8Regulatory Impact Statement


8Proposed Measures


11Issues for stakeholders


13Introduction


13The regulatory impact process


14Structure of this report


14Consultation


161.
Gambling in Victoria


17Forms of gambling


19Regulation of Gambling


24Participation in gambling


28The gambling industry


332.
Responsible use of gaming machines


33Nature of the problem


39Options and evaluation overview


40Time dissociation


45Lighting in venues


49Responsible gambling information


53Player information on gaming machines


54Gaming machine information


56Signage and advertising


60Loyalty Schemes


623.
Fairness in the conduct of gambling


62Problem, objective and criteria


64Wagering


67Conduct of lucky envelopes


70Conduct of Bingo


71Raffles


73Trade promotion lotteries


794.
Integrity in the provision of gambling


79Problem, objective and criteria


80Public notices for licences


83Restricted gaming components


85Gaming industry employees


88Integrity issues in bingo and raffles


89Bingo annual returns


935.
Distribution of the benefits of gambling


93Prescribed connections


95Calculating payments to jackpot pools


96Race fields


97Sports or recreational clubs or associations


99Proceeds of community and charitable gaming


1026.
Fees


102Problem and objective


102Analysis of high level options


106Costing approach


108Proposed fees


111Details of specific fees


127Overall impacts


1297.
Competition and small business assessment


129Impact on small businesses


131Impact on competition


1388.
Evaluation


143References



Executive Summary

The proposed Gambling Regulations 2015 (the Proposed Regulations) are to be made under the Gambling Regulation Act 2003 (the Gambling Act).

The Proposed Regulations will replace the Gambling Regulation Regulations 2005 (the 2005 Regulations), which are due to expire on 21 June 2015. The Proposed Regulations will also replace the following regulations in order to simplify the regulatory framework for gambling in Victoria:

· Gambling Regulation (Signage) Regulations 2005 

· Gambling Regulation (Commercial Raffle Organisers) Regulations 2006 
· Gambling Regulation (Race Fields) Regulations 2008 

· Gambling Regulation (Prescribed Connection and Prescribed Profit) Regulations 2009

Gambling in Victoria

Gambling and activities relating to gambling are generally prohibited unless authorised b the Gambling Act or any other Act. The objectives of the Gambling Act are broadly:

· to foster responsible gambling in order to minimise harm caused by problem gambling and accommodate those who gamble without harming themselves or others

· to ensure that minors are neither encouraged to gamble nor allowed to do so

· to ensure that gambling is conducted honestly, fairly and free from criminal influence

· to ensure that minor gaming is conducted for the benefit of community or charitable organisations and to ensure that public confidence in such gaming is maintained

· to promote tourism, employment and economic activity generally in Victoria.

While recreational or “non-problem” gambling has both economic and social benefits, not all gambling is recreational. Some gambling can be classified as “problem gambling” and it is generally recognised that governments need to take appropriate action to help minimise the harm caused by problem gambling. Measures to minimise the harm caused by problem gambling are often targeted at gaming machines.

The regulation of gambling is also required to ensure that gambling activities are conducted honestly, fairly and free from criminal influence. This will ensure that public confidence in the gambling industry is not undermined.

Without regulations being made under the Gambling Act, there will be significant gaps in the regulation of gambling, making it difficult, if not impossible, for the objectives of the Gambling Act to be met. This would place at risk, to varying degrees:

· the State’s approach to addressing problem gambling and encouraging responsible gambling

· the State’s approach in ensuring that gambling is conducted honestly, fairly and free from criminal influence

· public confidence in gambling generally and in community and charitable gaming in particular

· the appropriate recovery of costs incurred in undertaking regulatory activities under the Gambling Act.

Regulatory Impact Statement

This Regulatory Impact Statement (RIS) has been prepared to fulfil the requirements of the Subordinate Legislation Act 1994 and to facilitate public comment on the Proposed Regulations.

The objective of the Proposed Regulations is to support the objectives of the Gambling Act. The RIS considers the costs and benefits of alternative options to achieve these objectives as well as evaluating the basis and impact of proposed fees. The preferred options from this analysis are included in the Proposed Regulations.

The RIS is organised around eight chapters that consider the problems being addressed in relation to objectives in the Gambling Act. 

· Chapter 1 reviews the current state of gambling in Victoria 

· Chapter 2 considers measures to address problem gambling on gaming machines

· Chapter 3 examines regulations relating to fairness in the provision of gambling

· Chapter 4 considers regulations relating to integrity in the gambling industry

· Chapter 5 addresses regulations dealing with the distribution of the benefits of some forms of gambling 

· Chapter 6 describes the proposed fees and their impact on the gambling industry

· Chapter 7 considers impacts on competition and small business

· Chapter 8 deals with the future evaluation of the regulations.

Proposed Measures

Responsible use of gaming machines

Around 30,000 Victorians are problem gamblers and many other Victorians who gamble may be at risk of becoming problem gamblers. Almost two-thirds of problem gamblers spend the largest proportion of their gambling on gaming machines. The Proposed Regulations include a number of measures designed to promote responsible gambling relating to the use of gaming machines.

The Proposed Regulations remake provisions from the 2005 Regulations:

· requiring gaming machines to display the time of day

· setting minimum lighting standards in gaming machine areas

· requiring gaming venues to display posters, talkers and brochures that contain responsible gambling messages

· requiring player information displays on all gaming machines

· providing for limited signage to be displayed by gaming venues and the casino operator.

Fairness on the conduct of gambling

It is important that gambling is conducted fairly. Governments regulate gambling to support fairness to help ensure gamblers are not cheated or otherwise disadvantaged. Failure to ensure fairness has the potential to undermine the reputation of gambling as a recreational activity and therefore the viability of the gambling industry, which would be to the detriment of the organisations which benefit from gambling, including community or charitable organisations.

The Proposed Regulations remake existing provisions that support fairness in the conduct of the following forms of gambling:

· wagering

· lucky envelopes

· bingo

· raffles.

The Proposed Regulations also include revised measures for trade promotion lotteries (TPLs). Changes to the Gambling Act, which were passed in 2014 but are yet to commence, will remove the requirement for an organisation to obtain a permit to conduct a TPL with a prize pool greater than $5,000. The TPL provisions retain conditions that currently apply to TPLs conducted without a permit as well as including a small number of new conditions previously imposed under the Gambling Act or permits to ensure the fair substitution of prizes, to ensure that prize winners do not have to pay ancillary costs to claim a prize and to ensure TPLs are not conducted in an offensive manner or contrary to the public interest.

Integrity in the provision of gambling

Without appropriate controls, gambling industries can be exposed to improper or criminal exploitation. Issues of integrity are addressed: 

· through measures to limit access to gambling equipment and the provision of gambling to people who are of good character

· by requiring gambling providers to comply with transparency and reporting measures.

The Proposed Regulations remake existing provisions:

· regarding public notification by applicants for licences to be venue operators, bingo centre operators and commercial raffle organisers or to be listed on the Roll of Manufacturers, Suppliers and Testers

· restricting access to sensitive components in gaming machines

· specifying duties that require a person to have a gaming industry employee’s licence issued by the Victorian Commission for Gambling and Liquor Regulation (VCGLR)

· prohibiting people connected with a commercial raffle organiser from obtaining tickets in that organisation’s raffles

· requiring community or charitable organisations that derive benefits from the conduct of bingo to submit annual returns to the VCGLR.

Distribution of the benefits of gambling

As noted above, gambling is generally prohibited unless authorised under the Gambling Act or any other Act. The Gambling Act permits gambling for a number of purposes, including for the benefit of community or charitable organisations and to encourage economic activity throughout Victoria. The regulations have a role in defining some of the forms of gambling to be permitted and ensuring that the benefits of gambling are distributed appropriately by:

· defining “prescribed connections” to support the provisions of the Gambling Act that prohibit any entity and its prescribed connections from holding more than 35 per cent of hotel gaming machine entitlements

· including procedural provisions that support the requirement that wagering service providers may only use race fields information if they have the approval of the relevant racing controlling body

· specifying the criteria for a sporting or recreational club or association to be declared a community or charitable organisation

· limiting the proportion of proceeds from the conduct of bingo for a community or charitable organisation that may be paid to a bingo centre operator.

Fees

The Gambling Act provides for a number of fees to be paid by gambling industry participants and their employees for licences and permits. 

The Proposed Regulations include a revised set of fees. The levels of these fees have been reviewed in consultation with the VCGLR. All fees are set at values that reflect the full costs of performing the necessary functions for which each fee is charged. 

The majority of existing fees are reduced or have increased by only small amounts. Fees to be paid when a venue operator makes any of the following applications that require public hearings have been increased because the existing fees do not reflect the full costs incurred by the VCGLR:

· applications for approval of premises for gaming machines

· applications to increase the number of gaming machines at a venue by more than 10 per cent.

A number of new fees are included in the Proposed Regulations, most of which have been made possible by changes to the Gambling Act in 2014. These are for:

· the approval by the VCGLR of a person as the nominee of a venue operator

· an approval to a variation by the VCGLR of an approved gaming machine type or a gaming machine game

· the approval by the VCGLR of a new associate of a gambling industry participant.

The table below lists all new fees and fees that increased by more than 10 per cent. These are shown in comparison the existing fees.

Fees have been calculated in 2014-15 values and are specified in the Proposed Regulations in fee units. The value of a fee unit is fixed annually by the Treasurer, under the Monetary Units Act 2004 and will increase by 2.7 per cent in 2015-16.

A detailed discussion of all fees in included in chapter 6.

Proposed fees compared to existing fees (2014-15 values)

	Fee type
	Existing fee
	Proposed fee
	Change (%)
	Fee Units

	Approval of premises for gaming 
	$5,600.52
	$11,604.54
	107.2
	876.48

	VOL - approval of nominee of the licensee
	
	$137.34
	new fee 
	10.37

	VOL - increase number of gaming machines in a venue (> 10%)
	$6,792.12
	$11,604.54
	70.9
	876.48

	Modification of gaming machine area
	
	$112.31
	new fee 
	8.48

	VOL - variation of the days when 24 hour gaming is permitted 
	$4,322.86
	$11,604.54
	168.4
	876.48

	VOL - specifying days or dates on which 24 hours gaming is permitted
	$4,322.86
	$11,604.54
	168.4
	876.48

	Amendment of area/venue condition of a gaming machine entitlement
	
	$45.15
	new fee
	3.41

	Variation to a gaming machine type or game
	
	$142.89
	new fee 
	10.79

	Application for approval of a new associate - Natural person
	
	$94.05
	new fee 
	7.10

	Application for approval of a new associate - Entity
	
	$489.35
	new fee 
	36.96


The overall impact of the fee changes is projected to result in a small reduction in total fees burden on the gambling industry and its employees. The net present value of the reduced burden over the 10 year life of the Proposed Regulations is estimated to be $197,970.

The total net present value of all fees over the next 10 years is estimated to be $5.54 million.
Issues for stakeholders

In preparing this RIS, the department has reviewed the literature on problem gambling and integrity and fairness in gambling, including research referred to by the Victorian Responsible Gambling Foundation. The department has also reviewed VCGLR data on current and past compliance with the existing regulations and has consulted with some stakeholders on specific issues.

The department’s research and consultation has identified limited evidence that is directly relevant in determining the cost-effectiveness of the current regulations or the likely cost-effectiveness of feasible alternative policy options.

As a result, the department has not been able to evaluate the effectiveness of the existing regulations (for example, in terms of reducing problem gambling) over the last 10 years. Nor has it been able to rigorously assess whether alternative policy options might be more effective than the current regulations in addressing the problem.

Accordingly, the department assumes in most cases that the costs imposed by the current regulations are low and that they may provide potential benefits, even though the effectiveness of these measures – either in isolation or in conjunction with other policies – is unclear and the nature and extent of the benefits is unquantified. In several cases, without being able to quantify the costs or benefits, the department also assumes that alternative options would incur substantial additional costs while yielding only modestly increased benefits. The department has in many cases therefore concluded that a change in the status quo is not warranted.

The department is committed to undertaking more rigorous evaluation of the current regulations over the next 10 years, so that the effectiveness of these regulations in addressing the policy problems associated with gambling can be understood.

The department encourages any and all interested parties to make submissions in response to this RIS, particularly in relation to the assumptions and judgements made regarding the effectiveness and costs of the current regulations or possible alternative policy options.
Introduction

The regulatory impact process

The Subordinate Legislation Act 1994 requires a Regulatory Impact Statement (RIS) to be prepared before most regulations are made. A RIS has two primary purposes. It scrutinises the need for the regulations and it assists public consultation.

Scrutiny

It is important that any proposed regulations are subject to proper scrutiny to ascertain whether there is a justified need for the regulations and to consider the impacts of any proposed regulations on the public. Steps to consider in scrutinising a proposed regulation include:

· identifying the nature of the problem to be addressed by the regulation

· clarifying the precise objective of the regulation 

· identifying the options available to address the problem

· analysing the options against specified criteria.

Where possible, the analysis assesses the costs and benefits of the options. While a quantitative analysis is generally preferred, many of the regulations considered in this RIS do not lend themselves to precise measurement and will be subject to more qualitative scrutiny.

A RIS also considers where the proposed regulations will unduly restrict competition or have negative impacts on small business.

Ultimately, any proposed regulation should yield a benefit that is greater than the cost that it imposes.

Consultation

A RIS is also used to assist public consultation. Interested persons and organisations are invited to consider the proposed Gambling Regulations 2015 (the Proposed Regulations) and the analysis contained in the RIS. 

Making a Submission

All submissions must be in writing and should be marked “Gambling Regulation Review”. Submissions must be lodged at one of the following addresses:

by email to:
gamblingregulationreview@justice.vic.gov.au 
by post to:
Gambling Regulation Review

Office of Liquor, Gaming and Racing

Department of Justice & Regulation

PO Box 18055

Collins Street East

MELBOURNE  VIC  8003.

Submissions must be received no later than 5pm on 25 May 2015.

Structure of this report

This report is in eight chapters, reflecting the main types of problems being addressed by the Proposed Regulations:

· Chapter 1 looks at the current state of gambling in Victoria and the issues that can arise from problem gambling. It also discusses some of the other ways in which gambling is regulated.
· Chapter 2 considers the factors contributing to problem gambling in the use of gaming machines and discusses various ways in which such factors are or may be addressed.
· Chapter 3 examines regulations relating to fairness in the provision of gambling services.
· Chapter 4 addresses regulations intended to maintain the integrity of the gambling industry.
· Chapter 5 considers regulations dealing with the way the benefits of some of forms of gambling are distributed.
· Chapter 6 details the fees proposed to be prescribed and considers the net impact of these fees for the gambling industry.
· Chapter 7 examines the impact of the Proposed Regulations on competition and small business.
· Chapter 8 reports on arrangements for evaluating the Proposed Regulations.

Consultation

The Proposed Regulations and this RIS were developed in close consultation with the Victorian Commission for Gambling and Liquor Regulation (VCGLR), while the Victorian Responsible Gambling Foundation (the VGRF) was engaged in regard to some research matters.

The department also consulted a number of industry participants and peak bodies during the preparation of the RIS. These organisations expressed no major concerns with the existing regulations and were generally supportive of them being remade. 

Some specific matters were raised by some organisations and these are listed in the table below and discussed in the relevant sections of the RIS.

	Organisation
	Role
	Issues raised

	Intralot Gaming Services Pty Ltd
	Holder of the monitoring licence
	· No particular issues raised

	Community Clubs Victoria (CCV)
	Peak body for not-for-profit clubs operating gaming machines
	· Talkers on gaming machines

	Returned Services League of Australia (Victorian Branch) (RSL)
	Peak body for RSL venues operating gaming machines
	· No particular issues

	Australian Hotels Association (AHA)
	Peak body for hotels operating gaming machines
	· Talkers on gaming machines

· Readability of signage regulations


	Australian Leisure and Hospitality Group (ALH)
	Venue operator – largest holder of Victorian hotel gaming machine entitlements
	· Talkers on gaming machines

· Ongoing relevance of Player Information Displays (PIDs) on gaming machines

· Lighting standards

	Crown Melbourne Ltd 
	Casino operator
	· Lighting standards

· Ongoing relevance of Player Information Displays (PIDs) on gaming machines

· Trade promotion lotteries

· Advertising and signage

	Tabcorp Holdings Pty Ltd
	Wagering and Betting Licensee and Keno Licensee
	· Reporting significant events (wagering)

· Procedures for termination of bets

	Bingo Industry Association (BIA)
	Peak body for bingo centre operators (commercial organisations)
	· Share of bingo proceeds

	Apple Marketing Group Pty ltd
	Licensed commercial raffle organiser 
	· No particular issues


1.
Gambling in Victoria

All Australian states and territories regulate their gambling industries. In Victoria, gambling and activities related to gambling are generally prohibited unless authorised under an Act of Parliament and regulations made under such Acts.

Legislation
Acts of Parliament that allow and regulate gambling in Victoria include the:

· Gambling Regulation Act 2003 (the Gambling Act)

· Casino Control Act 1991 (the Casino Act) 

· Racing Act 1958 (the Racing Act) 

· Victorian Commission for Gambling and Liquor Regulation Act 2011 (the VCGLR Act).

Regulations

The principal regulations for gambling in Victoria are the Gambling Regulation Regulations 2005 (the 2005 Regulations). 

The 2005 Regulations are due to expire (sunset) on 21 June 2015 and this RIS considers proposals for making the Proposed Regulations.

It is intended that the Proposed Regulations will also replace and update several specific purpose regulations made under the Gambling Act. These are the:

· Gambling Regulation (Signage) Regulations 2005 (the Signage Regulations)

· Gambling Regulation (Commercial Raffle Organisers) Regulations 2006 (the Raffles Regulations) 

· Gambling Regulation (Race Fields) Regulations 2008 (the Race Fields Regulations)

· Gambling Regulation (Prescribed Connection and Prescribed Profit) Regulations 2009 (the Prescribed Connection and Prescribed Profit Regulations).

The VCGLR

The Victorian Commission for Gambling and Liquor Regulation (the VCGLR) is established under the VCGLR Act to perform specific functions in relation to gambling and liquor. The functions of the VCGLR relating to gambling include:

· performing regulatory, investigative and disciplinary functions

· undertaking licensing, approval, authorisation and registration activities

· promoting and monitoring compliance with gambling legislation

· detecting and responding to contraventions of gambling legislation

· advising the minister in relation to its functions

· advising the minister on the operation of gambling legislation

· ensuring government policy in relation to gambling is implemented

· informing and educating the public about the VCGLR’s regulatory practices and requirements.

Forms of gambling

The types of gambling allowed in Victoria include:

· electronic gaming machines

· casino games

· wagering
· sports betting

· Keno

· public lotteries

· trade promotion lotteries

· raffles

· lucky envelopes

· bingo

· Calcutta sweepstakes.

Electronic gaming machines

Electronic gaming machines (gaming machines), commonly known as “pokies”, are machines that generate random outcomes when a button is pushed which may or may not return a cash prize. 

On 16 August 2012, a new venue operator model for gaming machines commenced in Victoria. Under the new industry arrangements, venue operators may operate gaming machines if they hold gaming machine entitlements.

Gaming machines are owned and operated under licences held by venue operators in clubs and hotels. The total number of gaming machines allowed in Victoria is capped at 30,000. The maximum number of gaming machine entitlements for clubs and hotels is 27,372. No single club or hotel premises may have more than 105 gaming machines.

The Melbourne casino (the casino) is also licensed to operate 2,628 gaming machines.

The use of gaming machines is regulated under the Gambling Act and is considered in chapter 2 of this RIS.

Casino games

Casino games are table games such as roulette, blackjack, baccarat and craps. In Victoria, casino games may only be provided at the casino. The provision of casino games is regulated under the Casino Act and is not subject to the Proposed Regulations or considered in this RIS.

Wagering

Wagering is the placing of a wager or bet on a thoroughbred, harness or greyhound race (race events). Wagering service providers offer betting on race events and include the wagering and betting licensee, Tabcorp Wagering (Vic) Pty Ltd (Tabcorp), Victorian bookmakers and bookmakers licensed in other states and territories.

Wagering is regulated under the Gambling Act and the Racing Act. Matters relating to wagering and race fields are discussed in chapters 3 and 5 of this RIS.

Sports betting

Sports betting is betting on an outcome in a sporting event such as football, netball or golf. Sports betting providers may offer betting on an approved event with the agreement of the relevant sports controlling body. 

Sports betting is regulated under the Gambling Act. It is not subject to the Proposed Regulations except for the fee for an organisation to be approved as a sports controlling body, which is discussed in chapter 6 of this RIS.

Keno

Keno is a rapid draw lottery game where the outcome is determined by a random number generator that draws a set of numbers from a larger set of numbers. It is provided in clubs, hotels and wagering outlets. After players choose a set of numbers the winning numbers are generated randomly and electronically and posted on screens. Tabcorp Investments No.5 Pty Ltd is licensed to conduct Keno in Victoria.

Keno is regulated under the Gambling Act. It is not subject to the Proposed Regulations or considered in this RIS.

Public lotteries 

A lottery is a game or scheme where prizes are drawn or won by a process that is dependent on chance. Public lotteries include games such as Tattslotto, Oz Lotto and Powerball as well as scratch tickets. Tattersall’s Sweeps Pty Ltd (Tattersall’s) is the holder of the Category 1 Public Lottery Licence in Victoria.

Public lotteries are regulated under the Gambling Act. They are not subject to the Proposed Regulations or considered in this RIS.

Trade promotion lotteries

A trade promotion lottery (TPL) is a lottery conducted for the purpose of promoting a trade or business. This includes schemes that include an element of chance that give away prizes by any means, including barrel draws, spinning wheel, scratch and win tickets and 1900 telephone calls.

TPLs are regulated under the Gambling Act. Proposed regulations relating to trade promotion lotteries are considered in chapter 3 of this RIS.

Raffles

A raffle is a lottery in which people participate by purchasing a ticket and where prizes are assigned by the drawing of lots or by any other method of chance. Raffles may be conducted by community or charitable organisations or by commercial raffle organisers on behalf of a community or charitable organisation. 

Raffles are regulated under the Gambling Act and various matters affecting the conduct of raffles are considered in chapters 3 to 5 of this RIS.

Lucky envelopes

A lucky envelope is a form of lottery in which the tickets that entitle the holders to claim a prize have been determined before the commencement of the lottery. Community or charitable organisations may sell lucky envelopes to raise funds. Lucky envelopes may be sold by hand or from a vending machine.

The use of lucky envelopes is regulated under the Gambling Act and regulations about fairness in the provision of lucky envelopes are considered in chapter 3 of this RIS.

Bingo

Bingo is a form of community and charitable gaming where players receive tickets with randomly numbered squares. Players mark off the numbers as they are randomly drawn and announced. A player wins if he or she is the first to mark off all the numbers on their ticket and call “bingo”.

Bingo may be conducted by a community or charitable organisation for fundraising purposes or by a bingo centre operator licensed by the VCGLR, which conducts bingo sessions on behalf of community or charitable organisations. As at 1 April 2015, there were 13 licensed bingo centre operators in Victoria, operating 15 bingo centres.

Bingo is regulated under the Gambling Act and various matters relevant to bingo are considered in chapters 3 to 5 of this RIS.

Calcutta sweepstakes

A Calcutta sweepstake is a competition that involves a sweep or draw for competitors in a particular race event followed by an auction. Players may choose between selling the race competitor or retaining the competitor. Prizes are distributed to the players who hold the successful competitors in the race. Calcutta sweepstakes are often conducted by clubs during the Melbourne Cup.

Calcutta sweepstakes are regulated under the Gambling Act and the fee for a permit is considered in chapter 6 of this RIS.

Regulation of Gambling

Governments intervene in the gambling industry for a number of reasons, including:

· minimising or reducing the harm caused by problem gambling

· ensuring that the industry is free from criminal exploitation

· protecting consumers from unfair or dishonest gambling provision

· ensuring financial benefits from gambling are distributed to particular purposes.

Section 1.1 of the Gambling Act defines its main objectives as follows:

“(2) The main objectives of this Act are— 

(a)
to foster responsible gambling in order to— 

(i) 
minimise harm caused by problem gambling; and 

(ii) 
accommodate those who gamble without harming themselves or others; 

(ab)
to ensure that minors are neither encouraged to gamble nor allowed to do so; 

(b)
to ensure that gaming on gaming machines is conducted honestly; 

(c)
to ensure that the management of gaming equipment and monitoring equipment is free from criminal influence and exploitation; 

(d)
to ensure that other forms of gambling permitted under this or any other Act are conducted honestly and that their management is free from criminal influence and exploitation;

(e)
to ensure that— 

(i) 
community and charitable gaming benefits the community or charitable organisation concerned; 

(ii) 
practices that could undermine public confidence in community and charitable gaming are eliminated; 

(iii) 
bingo centre operators do not act unfairly in providing commercial services to community or charitable organisations; 

(f)
to promote tourism, employment and economic development generally in the State.”

Voluntary pre-commitment scheme

The Victorian Government has committed to implementing a voluntary pre-commitment scheme (the scheme) on 1 December 2015. 

The Gambling Regulation Amendment (Pre-commitment) Act 2014 (the Pre-commitment Act) amended the Gambling Act to provide for the introduction of the scheme and the Gambling Regulation (Pre-commitment and Loyalty Scheme) Regulations 2015 will come into operation on 1 December 2015.
It will be a mandatory requirement that pre-commitment technology be available on all Victorian gaming machines so that players can access the scheme on any machine, in any venue across the State.

The scheme will allow players to track their gaming expenditure and to set limits on the time and/or money they spend playing gaming machines for a single session and over time. It will be voluntary for players and easy to access and participating players will be sent regular player activity statements.

The Department of Justice & Regulation (the department) has developed an evaluation strategy to guide the evaluation of the scheme. It will inform the government as to the effectiveness of the scheme in assisting players to control their gambling and avoid escalating into harmful levels of play, taking into account the costs and consequences associated with implementing the scheme. This will assist the government in making informed decisions about its pre-commitment policy.

Further information on the evaluation of the scheme is in chapter 8.

Alternatives to regulation

In addition to the statutory rules made as regulations by the Governor in Council, there are a number of other ways in which the objectives of the Gambling Act can be addressed. This includes:

· the making of technical standards by the VCGLR

· the imposition of licence conditions for major commercial gambling licences

· by written agreement between the licensee and the State

· requiring gambling industry participants to address matters in their Responsible Gambling Codes of Conduct

· self regulation.

Each of these mechanisms has its purpose. However, there are significant limitations on their ability to be treated as stand-alone viable alternatives to regulations.

Technical standards

The Gambling Act provides the power for the VCGLR to make technical standards relating to:

· requirements for gaming machine types and games (section 3.5.3 of the Gambling Act)

· standards and operational requirements relating to the conduct of gaming, monitoring, responsible gambling services, pre-commitment and linked jackpot arrangements (section 10.1.5A to 10.1.5C of the Gambling Act).

These technical standards are made and/or amended by the VCGLR with the approval of the Minister for Consumer Affairs, Gaming & Liquor Regulation (the minister).

Before making or amending these standards, the VCGLR must consult entities involved in the gaming machine industry. In the case of gaming machine standards, the VCGLR must consult all manufacturers listed on the Roll of Manufacturers, Suppliers and Testers, all gaming machine entitlement holders that may be adversely affected by the making or amendment of the standards and the casino operator.

Technical standards normally reflect the requirements of acts and regulations and provide greater detail on how those requirements are to be technically implemented. For example, the Victorian Appendix to the Australia/New Zealand Gaming Machine National Standard reflects requirements in the regulations relating to gaming machines providing player information displays.

Technical standards for gaming machines assist the evaluation of gaming equipment to be operated in Victorian gaming venues. These standards are used by Accredited Testing Facilities to evaluate gaming equipment before recommending them for approval by the VCGLR. Technical standards deal with a range of specific matters such as how gaming machines should be secured, how the hardware should be set up and labelled, how the software should function and what artwork is permissible on gaming machines.

Reliance on technical standards, instead of regulations, should not be regarded as a form of deregulation. A compulsory requirement on an industry imposes the same burden whether it is made under a regulation or as a technical standard.

The purpose of a technical standard is to specify the technical requirements of a device or software in order to give practical effect to requirements in the Gambling Act or the regulations. Where a control is being imposed for a particular public purpose, such as encouraging responsible gambling, it is preferable to provide for the government to implement its policy in an act or in regulations. It should not be left to technical standards that are not subject to the same level of transparency and public scrutiny. 

As responsibility for amending technical standards is held by the VCGLR, it would also be open to the VCGLR to remove requirements, including responsible gambling requirements, without broader public discussion. Technical standards address a range of matters not specifically dealt with in the Gambling Act and regulations but also provide specific detail as to how matters addressed in the Gambling Act and regulations should be implemented including, for example, maximum spin rates, minimum return to player.

Technical standards that do not specifically relate to the Gambling Act or regulations include technical matters and some responsible gambling matters addressing issues like artwork and how free games on gaming machines can be provided. The technical standards are supplementary to and do not take the place of any of the requirements of the Gambling Act or the regulations.

Licences

The Gambling Act provides for licences to be issued to allow for the lawful conduct of particular types of gambling. Major commercial gambling licences include the wagering and betting licence, the Category 1 Public Lottery Licence, the Keno licence and the monitoring licence. Each of these licences are issued by the minister. Other licences, such as licences for venue operators, bingo centre operators and commercial raffle organisers are issued by the VCGLR.

Under the Gambling Act, the minister has the power to amend licences issued by the minister. The VCGLR also has the power to impose conditions on licences it issues.

The imposition of conditions on gambling licences is not a simple alternative to regulations. 

The major commercial gambling licences issued by the minister are intended to authorise the conduct of a particular type of gambling. Licences are issued only following significant licensing processes including the receipt of registrations of interest and an invitation to apply process. Amendments to a major commercial gambling licence are typically made on application by the licensee and require detailed consideration of the public interest associated with the proposed amendment.

Compared to major commercial gambling licences, the VCGLR issues a large number of licences. Imposing conditions on those licences requires the VCGLR to individually consider and amend specific licences.

In both cases, the relevant licensee may request the licensor to amend the licence to remove the relevant condition.

It is appropriate that matters important for achieving objectives of the Gambling Act be documented in regulations that are open to public scrutiny and review and not be left to the discretion of a decision maker. It is also appropriate to ensure that the requirements are applied in a consistent manner which may not necessarily result from the imposition of conditions on specific licences.

Licence conditions are more likely to be an appropriate mechanism to address the matters relating to the Proposed Regulations where the licence is already structured to address those matters. For example, the Category 1 Public Lottery Licence outlines a range of matters about the conduct of public lotteries, including where they can be sold. Regulations are not required to address matters that are addressed in the licence.

Another relevant example of licence conditions addressing matters relating to the regulations relates to the Keno licence. Before 15 April 2012, Club Keno was conducted in Victoria subject to the requirements imposed by the 2005 Regulations. Following the commencement of the licence, conditions addressing matters previously dealt with by regulations were now included in the licence structure so the relevant regulations were revoked.

Responsible Gambling Code of Conduct

It is a standard condition of licences issued under the Gambling Act that the respective licensee adopts a Responsible Gambling Code of Conduct (code of conduct).

A code of conduct must comply with the Ministerial Direction issued under section 10.6.6 of the Gambling Act and it must be approved by the VCGLR.

Codes of conduct serve an important purpose. They ensure that licensees consider and acknowledge their obligations under the Gambling Act, including their obligations to support responsible gambling.

The existing Ministerial Direction reinforces many of the requirements in the 2005 Regulations. It also requires licensees to address particular subjects in their codes of conduct, such as processes for interacting with customers.

The capacity for the Ministerial Direction to introduce controls not prescribed in the Gambling Act or in regulations is limited. 

A Ministerial Direction that sought to introduce regulatory type provisions would constitute a legislative instrument and would need to be subject to a similar level of public scrutiny and regulatory assessment as new regulations. 

Ministerial directions that merely encourage licensees to address a matter are likely to be less effective than regulations which have specific compliance requirements.

Finally, under the Gambling Act a single breach of the regulations is grounds for disciplinary action against a licensee. In contrast, a licensee must have repeatedly breached the licensee’s code of conduct in order to be subject to disciplinary action. Disciplinary action that can be taken against a licensee varies depending on the licence, but typically includes a fine and/or suspension or cancellation of the licence.

Self regulation

The effectiveness of self regulation as a means of achieving particular objectives depends on the capacity and willingness of the industry to develop, adopt and follow a relevant set of principles.

The nature of the Victorian gaming industry makes it unsuited to self regulation. 

The gaming machine industry has around 500 separate venues geographically spread around the State. While there are industry bodies representing segments of the industry, such as the Australian Hotels Association and Community Clubs Victoria, membership of these bodies is voluntary and not universal. The industry also includes participants with differing purposes. Hotels and the casino are fundamentally commercial ventures whereas clubs exist primarily for community and recreational purposes.

Attempting to rely on self regulation as a means of reducing harm from problem gambling or achieving the other objectives of the Gambling Act:

· is unlikely to result in consistent outcomes because of the range and divergence of the various industry participants

· would be unlikely to yield more desirable community outcomes than regulations that mandate requirements

· would be subject to voluntary compliance and is unlikely to be universally followed

· could not be reliably enforced.

Self regulation is also difficult to achieve given that gambling is generally only permitted in Victoria as authorised by the Gambling Act and associated regulations and legislative instruments. For example, public lotteries, keno and betting on totalisators are only permitted in Victoria under the relevant licences issued by the State. The Gambling Act, regulations and relevant licences establish both what is permitted and not permitted to be done under those licences.

The regulatory structure for gambling does allow for self regulation to the extent that the activities engaged in by industry participants are consistent with their requirements. For example, subject to some licensing requirements for gaming industry employees addressed in this RIS, venue operators are able to employ as many or as few employees as considered necessary to fulfil their obligations and carry out their business. Similarly, venue operators are not subject to any requirements under the Gambling Act or Proposed Regulations as to the employment relationship between venue operators and their staff.

General comments

While it is important to have consistent behaviours across the gambling industry that support the objectives of the Gambling Act, the documents and processes listed above usually will not provide a viable alternative to regulations in that:

· Legislative instruments that are intended for another purpose, such as setting technical standards by the regulator, should not typically be used to achieve broader government objectives that can be implemented by the responsible minister.

· Outcomes that are normally regulated because of their importance for achieving legislative objectives should not be relegated to mere licence conditions that can be subject to negotiation or removal by the licensing agency.

· Processes that rely on degrees of self regulation have limited effectiveness because of the diversity of the industry and the lack of enforceability.

Participation in gambling

73 per cent of Victorians engage in gambling at least once per year. For some people this may be a regular pastime while other people may only purchase an occasional raffle ticket or place a bet on the Melbourne Cup. 

Research 

Considerable research has been undertaken in Australia and elsewhere into aspects of problem gambling. The following research projects in Victoria are referred to extensively in this RIS.

2005 Evaluation

In December 2005, the Office of Gaming and Racing published a report Evaluation of Electronic Gaming Machine Harm Minimisation Measures in Victoria (Rodda and Cowie 2005). This study was intended to assess the efficacy in reducing problem gambling of various harm minimisation measures introduced in Victoria in relation to gaming machines.

The study engaged in extensive quantitative data collection, obtained industry views through consultation meetings with stakeholders and sought the views of gaming machine payers through questionnaires and face to face interviews.

2008 Epidemiological study

In September 2009, the department published A Study of Gambling in Victoria – Problem Gambling from a Public Health Perspective (Hare 2009) which documented the results of an epidemiological study that involved interviews with 15,000 Victorian adults between August and October 2008.

The study investigated the prevalence and distribution of problem gambling in Victoria as well as the factors associated with increased risk for problem gambling. It also examined health and wellbeing factors in problem gambling.

2009-12 Victorian Gambling Study

The Victorian Gambling Study is a three-year longitudinal study that followed a group of around 5,000 adults in three phases each set 12 months apart.

This study used the epidemiological study as a base line to examine changes in gambling behaviour over time. The aims of the study included exploring the relationship between gambling, health and other social and economic factors as providing evidence about what factors cause some people to gamble excessively and the factors or assistance that can help people to recover.

Further details can be found on the Victorian Gambling Study website at www.gamblingstudy.com.au.
Patterns of gambling behaviour

The epidemiological study found that 73 per cent of adult Victorians participated in gambling activities in the survey year. For 23 per cent of gamblers, gambling was at least a weekly activity, while 32 per cent of gamblers gambled less than once per month. It also recorded the following proportions of Victorian adults participating in each form of gambling at least once in the year (Hare, 2009):

· 48 per cent purchased public lottery tickets

· 43 per cent purchased tickets in raffles and sweeps

· 21 per cent used gaming machines
· 16 per cent engaged in wagering on race events

· 15 per cent purchased scratch tickets

· 5 per cent gambled at casino games

· 4 per cent engaged in betting on sports events

· 2 per cent played Keno

· 2 per cent played bingo.

The epidemiological study identified the following patterns of gambling behaviour:

· men are more likely than women to gamble on races and sports events
· women are more likely than men to purchase raffle tickets or play bingo
· people who use gaming machines are more likely to be young (18 to 24 years of age) or older (above 50 years of age)

· people who purchase lottery tickets are more likely to be aged over 24

· bingo players are usually older people (especially 65 plus).

Actual expenditure on different forms of gambling has a different pattern from participation numbers. Table 1.1 shows the net expenditure
 on different forms of gambling for the average Victorian adult in 2012-13 (Australian Gambling Statistics). 

Table 1.1: Real average net expenditure per adult in Victoria in 2012-13

	Gambling type

	$ per adult

	Gaming machines in clubs and hotels
	$561

	Casino (Table games & gaming machines)
	$346

	Wagering on races
	$138

	Lotteries & Soccer Pools
	$115

	Sports betting
	$36

	Instant lottery (Scratch tickets)
	$4

	Keno
	$3

	Total
	$1,204


A comparison of participation and average net expenditures shows:

· public lotteries have the highest participation rate but account for a relatively lower share of net expenditure compared with other forms of gambling 

· gaming machines represent the largest share of net expenditure but are only the third most used form of gambling, with around one fifth of Victorian adults playing gaming machines
Chart 1.2 shows the time-series data for average net expenditure per adults since 1992-93 (Australian Gambling Statistics). It shows a gradual decline in real gambling expenditure for the average Victorian adult after peaking in 2002.
Chart 1.2: Real average net expenditure per adult in Victoria 1992-93 to 2012-13
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Problem gambling

While most people engage in gambling as a recreational activity, some people develop gambling problems. This can result in substantial personal, social and economic costs. The impacts associated with problem gambling include health and emotional problems, family breakdown, financial hardship and problem gambling-related crime, all of which create significant costs to gamblers, the community, business and governments. 

The accepted definition of problem gambling is:

“Problem gambling is characterised by difficulties in limiting time and/or money spent on gambling which leads to adverse consequences for the gambler, others or for the community.” (Neal, Delfabbro and O’Neil 2005)
When considering problem gambling issues, gamblers are classified according to four risk categories:

· problem gamblers 

· moderate risk gamblers 

· low risk gamblers 

· non-problem gamblers.

Table 1.3 summarises the findings of the epidemiological study regarding the proportion of adult Victorians in each gambling risk category (Hare 2009). The study found that around 30,000 Victorian adults (0.7 per cent) are problem gamblers. 

Table 1.3: Prevalence of gambling risk in Victorian Adults

	Risk Category
	% of Adults

	Problem gamblers
	0.7 per cent

	Moderate risk gamblers
	2.4 per cent

	Low risk gamblers
	5.7 per cent

	Non-problem gamblers
	64.3 per cent

	Non gamblers
	26.9 per cent


Effects of problem gambling

People who are problem gamblers can lose significant amounts of money, which can create hardships for themselves and their families. 

The negative effects of problem gambling are not limited to money problems. There is reasonable evidence to suggest that problem gamblers have poorer physical health than the general population and that they experience significantly higher levels of depression and anxiety. 

“There was a strong tendency for health to decline with increasing risk status for problem gambling. The proportion of problem gamblers who reported their health as poor is nearly 17%. This is considerably higher than for non-problem gamblers (where only 3.43% rated their health as poor).” (Department of Justice – Fact Sheet 13)
Problem gamblers are also reported to have higher rates of smoking and alcohol abuse than the general population and they have significantly higher rates of obesity and diabetes. They often find it more difficult to hold down a job and frequently struggle to maintain relationships. 

The effects of problem gambling are not restricted to the gamblers themselves. It has been estimated that the actions of one problem gambler negatively affects the lives of between five and ten other people.

When considering the connections between problem gambling and issues of health and social interaction, it is important to note that issues of causality have been the subject of debate. 
The Australasian Gambling Review reviewed the evidence in 2011 and concluded: 

“when one considers the balance of evidence … it is very likely that gambling, either (at best) exacerbates existing problems and causes further harm to those who are most vulnerable, or (at worst) it creates problems for people who did not previously have any problems.” (Delfabbro 2011)
Costs of problem gambling

The Victorian Competition and Efficiency Commission (VCEC) undertook an enquiry into problem gambling in 2012 and noted difficulties in making precise measurements of the costs of problem gambling. The VCEC concluded that the overall social and economic costs of problem gambling in Victoria were somewhere between $1.5 billion and $2.8 billion in 2010-11.

The majority of these costs were from two sources:

· costs associated with excess gambling expenditure by problem gamblers

· costs associated with the impacts on the mental wellbeing of problem gamblers and their families.

The VCEC also noted that the Victorian Government incurs direct and indirect costs because of problem gambling. The costs to the health, human services and justice systems were estimated to be between $74 million and $147 million in 2010-11.

The gambling industry

Gambling has become a sizeable industry in Victoria, particularly since the early 1990s. The various gambling industries contribute to Australia’s Gross National Product and provide employment for many people. Some of the proceeds of gambling are also used to support community and charitable purposes. 

Industry trends

The gambling industry has grown significantly in the past two decades. Measured in 2013 dollars, the total net expenditure on gambling in Victoria increased from $1,548 million in 1991-92 to $5,341 million in 2012-13 (Australian Gambling Statistics). The larger part of this growth occurred in the early 1990s when gaming machines were introduced in Victoria and the casino was established.

Since 2000, overall nominal net expenditure on gambling has increased. However, in real terms the amount spent on gambling has remained relatively consistent and has fallen as a share of overall Victorian economic activity. Chart 1.3 shows the net expenditure on gambling in Victoria since 2000. It also shows this expenditure as a proportion of total Gross State Product (GSP) over the period, and that its share of GSP has fallen from 2.3 per cent to 1.5 per cent (ABS & VCGLR annual reports). 

Chart 1.4:  Net gambling expenditure – Nominal values and proportions of GSP
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In 2012, the relative shares of net gambling expenditure for the gambling industries were:

· gaming machines in clubs and hotels – 49.1 per cent

· casino (tables games & gaming machines) – 28.0 per cent

· wagering – 11.6 per cent

· lotteries – 8.4 per cent

· sports betting – 2.4 per cent

· scratch tickets – 0.4 per cent

· Keno – 0.2 per cent.

Charts 1.5A and 1.5B below show the real total net expenditure by gamblers between 1989-90 and 2012-13 for each type of gambling in Victoria (Australian Gambling Statistics, 2012-13 values). Note that casino net gambling expenditure includes expenditure on gaming machines and table games.

Chart 1.5A: Real Victorian net gambling expenditure by gambling type 
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(Chart 1.5B shows net expenditure for sports betting, Keno and scratch tickets, which are grouped as “other” in table 1.5A above.)

Chart 1.5B: Real net gambling expenditure by gambling type – Other
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Gaming machine industry

In the early 1990s, Victoria allowed the introduction of electronic gaming machines, as did a number of other States and Territories. Victoria also provided for the establishment of a casino that included gaming machines.

At the time, Victoria granted two gaming operator licences:

· the Totalisator Agency Board, which later became Tabcorp Holdings Limited (Tabcorp)

· the Trustees of the Will and Estate of the late George Adams, also known as Tattersall’s. 

These two operators owned, operated and maintained gaming machines in clubs and hotels, with each operator having a 50 per cent share of the machines outside the casino.

On 16 August 2012, this two-operator model was replaced with a new venue operator model for gaming machines. Under the new arrangements, venue operators may operate gaming machines themselves if they hold gaming machine entitlements. 

Venue operators are now directly responsible for the conduct of gaming in their venues. This includes responsibility for acquiring and operating their gaming machines and equipment. Venues are also required to pay regulatory costs, including the monitoring services fee, the VCGLR supervision charge and gaming machine taxes.

These arrangements include new requirements for the monitoring of gaming machines. All gaming machines that operate in Victoria (except at the casino) must be connected to a statewide monitoring system, operated by the monitoring licensee, Intralot Gaming Services Pty Ltd (Intralot). Intralot charges venue operators a fee for gaming machines to be connected to the monitoring system.
Gaming machines

Each gaming machine entitlement authorises a venue operator to operate one gaming machine in an approved premise for the term of the entitlement. In 2010, the government created 27,500 gaming machine entitlements and allocated 27,300 entitlements to venue operators. Each entitlement has a 10-year term. At that time, the casino was licensed to operate 2,500 gaming machines, making a maximum of 30,000 gaming machines in the State.

The share of gaming machines between the sectors was altered slightly in 2014, as part of the new casino licence arrangements. The maximum of 30,000 gaming machines has been retained, but the casino is now licensed to operate 2,628 gaming machines and the maximum number of entitlements for clubs and hotels is 27,372. 

While the maximum number of gaming machines allowed in Victoria has been kept at 30,000, the actual number of machines operating at any one time has been lower. Table 1.6 illustrates the actual number of gaming machines operating in Victoria since the early 1990s. It shows the growth of gaming machines during the 1990s to a peak in 2002 of 29,900 and that numbers have been relatively stable since then.

Chart 1.6:  Gaming machines in Victoria (as at 30 June each year)
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Funding community activities

Gambling is used by many community or charitable organisations to raise funds for particular purposes. This includes revenue from bingo, lucky envelopes and raffles. 

Many clubs raise funds for community purposes by providing gambling on gaming machines. Club venue operators are required to lodge a community benefit statement for every financial year in which they receive gaming machine revenue. A community benefit statement verifies whether the community benefit provided by the club is equal to at least 8.33 per cent of its net gaming revenue.

In 2013-14, a total of $273.7 million was claimed in community benefit statements by clubs, which equals a total of 32.36 per cent of net expenditure on gaming machines in clubs. 

Employment impacts

The gambling industry provides employment for many Victorians. While specific and current data on employment in gambling industries in Victoria is not available, there is sufficient information to conclude that the number of people employed in the industry is significant.

The Australian Bureau of Statistics (ABS) calculated gambling related employment Australia-wide in 2004-05 and found that total national gambling employment at the time was 76,848. Unfortunately, specific data for Victoria was not available from the ABS and the ABS has not repeated this data collection since 2004-05.

Employment in the gambling industry includes both direct and indirect employment. Direct employment includes staff directly involved in supporting gambling activities. This includes staff in the casino, in approximately 500 gaming machine venues around Victoria, in wagering outlets, bookmakers and in commercial bingo and raffle organisations. Other employment that may be partially or indirectly related to gambling includes staff in over 750 lottery retailers around Victoria and people employed in non-gaming roles at the casino complex as well as clubs and hotels that provide gambling.

Taxation 

A proportion of the revenue from gambling in Victoria is paid as taxation to the State Government. 

Table 1.7 summarises gambling taxation receipts over the past decade, including the amount paid in dollars and as percentage of total government revenue. While the total amount of gambling taxation has increased, its proportion of total Victorian Government revenue has declined.

Table 1.7: Gambling taxes in Victoria

	Year
	Gambling taxes
($M)
	Gambling taxes as a % of total revenue

	2004-05
	1,369
	4.59

	2005-06
	1,460
	4.57

	2006-07
	1,508
	4.32

	2007-08
	1,595
	4.27

	2008-09
	1,649
	4.20

	2009-10
	1,632
	3.66

	2010-11
	1,652
	3.59

	2011-12
	1,731
	3.61

	2012-13
	1,745
	3.59

	2013-14
	1,672
	3.27


2.
Responsible use of gaming machines

This chapter considers measures intended to address or limit problem gambling associated with the use of gaming machines.

The maximum number of gaming machine entitlements in Victoria is currently limited to 27,372 in clubs and hotels and the casino is licensed to operate 2,628 gaming machines. This restricts the number of gaming machines in Victoria to 30,000.

Nature of the problem

Based on prevalence data from the epidemiological study, a total of 30,000 adult Victorians are considered problem gamblers, in that their gambling is associated with significant personal, financial or social harm (see chapter 1). 

Research literature indicates that Australians are at high risk of becoming problem gamblers on gaming machines, especially compared with other nations.

Evidence shows that gaming machines are the preferred form of gambling for most problem gamblers. The epidemiological study demonstrated a close correlation between gambler risk categories and the use of electronic gaming machines, with 91 per cent of problem gamblers being gaming machine players (Hare 2009). 

Chart 2.1:  Proportion of gamblers using EGMs.
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Nearly two thirds of problem gamblers participating in the epidemiological study reported gaming machines as the form of gambling where they spent the most money in the preceding year. This is shown in Chart 2.2. The proportion of problem gamblers whose main spend is on gaming machines far exceeds the proportion of problem gamblers whose main spend was on other forms of gambling.

Chart 2.2: Forms of gambling with greatest spend by problem gamblers
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The Victorian Gambling Study examined the transition between gambling categories by gamblers participating in the study between 2009 and 2012 and observed a strong relationship between the frequent use of gaming machines and gambling risk. It found that the more frequently gaming machines were used, the higher the risk of problem gambling. This was true for both low-risk and high-risk gamblers. 

“The relationship was ‘monotonic’ meaning that for each increase in frequency of EGM participation, there was a corresponding increase in problem gambling risk. For participants who had a previous history of problem or pathological gambling, this increase was more marked than those without this history.”  (VRGF 2014)
Why gaming machines? While there is a risk of problem gambling for most forms of gambling, gaming machines seem to have an additional quality that makes them particularly appealing to those at risk of problem gambling. 

There have been a number of studies looking at which features make gaming machines attractive to gamblers (see Delfabbro 2011). The fact that the machines have regular patterns of reward has often been noted. Studies have shown that many regular and problem gamblers prefer low denomination machines using multiple lines, which maximises the frequency of rewards to time and money. Other notable features of gaming machines that may contribute to their attractiveness are the themes, colours and music, as well as other special effects. 

A recent study commissioned by Gambling Research Australia, The Impact of Structural Characteristics of Electronic Gaming Machines (Structural Characteristics Study) attempted to identify the structural characteristics that impacted player behaviour and particularly problem gamblers. It noted that gaming machine features such as free spins and win multipliers are the most exciting structural characteristics of gaming machines (Schottler Consulting 2014). Notably, the characteristics that formed the core focus of the Structural Characteristics Study are matters not specifically addressed by the Proposed Regulations, although its findings have been considered in addressing options outlined in this RIS.

The net effect is that people may spend lengthy periods of time in front of gaming machines. This creates risks of significant financial loss as well as potential problems arising from personal neglect and a failure to fulfil obligations to family and work.

As discussed in chapter 1, problem gambling is linked to significant social and economic issues. Problem gamblers have a higher incidence of physical and mental health issues in addition to the financial hardship that can result from their gambling. Problem gambling also has negative effects for the families of gamblers and involves costs for the wider community because of the greater call for social, health and justice services.

The Victorian Gambling Study observed:

“Problem gamblers have much lower social capital, poorer health status, and were more likely to report negative life events such as death, divorce retirement injury and illness.”  “The presence of problem gambling in wave 1 was associated with the development of new onset health conditions in the following year.”  (VRGF 2014)

Responsible gaming refers to a safer approach to gambling involving informed and educated decision-making by consumers, which is an approach which endeavours to incorporate harm reduction and/or prevention strategies.

It is noted that while researchers and governments around Australia are working to develop research basis for harm minimisation measures, the general conclusion highlighted in the review, What is the evidence for harm minimisation measures in gambling venues (Livingstone 2014), is that there is limited evidence of the harm minimisation effects of responsible gambling practices on gambler behaviour, and particularly related to specific measures.

The article noted:

“On the basis of the material reviewed, there remains for the most part only modest evidence supporting the harm minimisation (or indeed other effects) of major elements of extant ‘responsible gambling’ practices commonly deployed within gambling venues in Australasia”.

However, it went on to say:

“Interestingly, the example of Victoria provides some insights into the cumulative effects of incremental introduction of EGM harm minimisation features, broadly defined. In Australia generally there does appear to have been a decline in the prevalence of problem gambling …, and in the case of Victoria, real net gambling revenue has declined over a long period. This suggests that, collectively, incremental reforms have had significant impacts on real EGM gambling expenditure.

“Whether this signals a decline in rates of gambling harm is unclear, since available data … suggest that the rate of gambling problems among those actually using EGMs may have stayed constant. However, it is likely that revenue reductions signal a decline in harmful gambling to some extent.”

Finally the report concludes:

“Existing and widely observed responsible gambling practices, particularly those ‘in venue’, appear to have at best a modest evidence base demonstrating their efficacy. This is not to say that such practices are necessarily ineffective. The absence of evidence around a particular practice does not mean that it has no beneficial effects.”

In some cases, there is limited evidence or data on hand with which to evaluate the effectiveness of a specific measure relating to the responsible use of gaming machines in reducing the harm caused by gambling in Victoria. In the absence of the evidence, and noting that the positive impact of effective harm minimisation is likely to be very significant (see chapter 1) and without the ability to evaluate the effectiveness of some of the measures, the RIS presents literature on the possible effectiveness of these methods in choosing between the options described to find the preferred options.

Key factors

There are a number of factors that may contribute to a person developing a gambling problem or remaining a problem gambler. This includes personal and social issues that may result in increased stress. 

When considering factors relevant to possible regulations on gaming machines, the following factors are noteworthy:

· player misconceptions about gaming machines

· a tendency for players to dissociate from their surrounds

· external stimuli, such as advertising.

Player misconceptions

Many people hold false beliefs about gaming machines. Frequent misconceptions are that a gambler can win more if they use a certain system or strategy, that gaming machines run ‘hot’ and ‘cold or that outcomes can be influenced by the type of machine or when a machine is ‘due for a win’.
The Productivity Commission Inquiry into Gambling in 2010 observed:

“Poor information or misunderstandings about a product may cause people to buy too much (or too little) or to misuse that product to their detriment, compared to a situation in which they were well informed. For example, cognitive misperceptions about some forms of gambling may fool people into playing for longer to make up past losses, or in the mistaken belief that they can win in the long-run on pure games of chance that have a house advantage.” (Productivity Commission 2010)

In fact, gaming machines are programmed to return only a proportion of the amounts bet by players, so players should actually expect to lose in the long run. The current minimum return to players is specified in the Gambling Act to be 85 per cent.

The extent to which a measure may help address player misconceptions about gaming machines is a consideration in some of the following regulatory options.

A responsible gambling approach requires providing sufficient information to players to enable them to make informed and educated decisions about their gambling.

Dissociation

Researchers have referred to the tendency for people to dissociate from their surroundings when gambling and particularly when using gaming machines. 

 “…there is considerable evidence that people use gambling as a form of emotional escape. It has also been suggested that people can often develop symptoms of dissociation while they are gambling. Dissociation refers to an altered state of reality where people lose track of reality. They become less conscious of time, and often feel that their actions are governed by forces beyond themselves, or that their behaviour is no longer under their control.” (Delfabbro 2011)
This assertion is based on interviews with problem gamblers and models of addiction that identify gambling as an attempt to escape from the difficulties of everyday life. Mental health status is highly correlated with gambling risk and gaming machines may offer a form of escape for some people with high levels of depression and anxiety.

A study of expert views about dissociation conducted on behalf of the Australasian Gaming Council concluded:

“There seems general agreement that some problem gamblers experience some type of “altered awareness” more intensely than others. It remains unclear how or if this state contributes to the problems – the direction of causality is debated dependant on a writer’s view.” (Allcock 2006)
While issues of dissociation in the use of gaming machines may not be subject to conclusive evidence, the level of harm caused by problem gambling warrants it receiving attention. Generally, the consideration of dissociation in this RIS involves an assessment in comparison to the likely costs.

The Structural Characteristics Study highlighted that certain gaming machine features, such as free spins, can be very exciting and are generally the most coveted feature of gaming machines. Notably, not experiencing any free spins or features during a gaming session was described as leading to play persistence. Problem gamblers were prepared to spend significantly more money on gaming machines to get a free spin.

One of the primary methods to combat issues with dissociation is the introduction of measures to create breaks-in-play. Breaks-in-play can be mandatory at a venue wide level (such as limits on operating hours of gaming venues), encouraged at a venue wide level (such as restrictions on access to cash in gaming venues) or operate on an individual gaming machine level (such as interruptions to gaming sessions and games).

Breaks-in-play are important for ensuring that persons may make a decision away from a gaming machine about their gambling. Research indicates that gaming machines operate on an intermittent positive reinforcement” schedule which results in some players losing track of losses over time. Research into breaks-in-play indicates that problem gamblers and others agree that forced breaks-in-play are helpful in minimising the harm caused by gambling.

Recent research undertaken on behalf of Gambling Research Australia, the Validation Study of In-venue Problem Gambler Indicators confirmed a number of problem gambling indicators that could be observed. A person who gambled for three hours or more without a proper break was 2.23 times more likely to be a problem gambler than a non-problem gambler. Problem gamblers are more likely to gamble quickly and for significant lengths of time without a break-in-play. Problem gamblers also reported finding it far more difficult to stop gambling at closing times (5.31 times more likely than non-problem gamblers) or to stop gambling only when the venue closed (2.64 times more likely). In addition to the Proposed Regulations, there are a number of existing measures targeted at encouraging or ensuring breaks-in-play occur (Thomas, Delfabbro and Armstrong 2014). 

Limits on 24 hour gambling

Section 3.3.1 of the Gambling Act requires every approved premise to ensure there is a continuous four hour break after every 20 hours of gaming unless an exemption is approved by the VCGLR. This ensures a break on the duration of gambling in any one day and may assist in reducing dissociation in extreme cases.

Restrictions on automatic teller machines

In 2012, the Gambling Act was amended to prohibit the location of automatic teller machines in gaming venues. One effect of this limitation is that gamblers need to leave the venue to obtain additional cash from an automatic teller machine, which involves a break in play that can help address dissociation.

Smoking bans

While not intended to address problem gambling, the introduction of smoking bans in 2002 is sometimes quoted as having had the effect of encouraging breaks in play to reduce problem gambling. Studies have identified a correlation between the introduction of smoking bans and reductions in gaming revenue, although indications are that gaming revenue begins to recover in subsequent years (Delfabbro 2011)

Voluntary pre-commitment system

As noted in chapter 1, a pre-commitment scheme will be introduced on 1 December 2015, where players will be able to set limits to the time and money they spend on gaming machines. This system will be entirely voluntary and, until the system is operational, the extent of its impact on gaming machine use and dissociation cannot be accurately assessed. A thorough evaluation of the pre-commitment system will be undertaken after implementation.

External stimuli - promotion

Advertising of gambling is generally designed to attract new customers or maintain or increase the frequency of gambling by new customers.

Activities that promote gaming machines, or highlight their availability, have been considered a potential factor contributing to problem gambling and most jurisdictions regulate gaming machine advertising and signage.

 “A greater concern …is the extent to which the appearance and positioning of gambling-related advertisements may influence people’s decisions to gamble. …Those who experience considerable anxiety in relation to gambling … are often drawn into gambling by the desire to reduce tension or anxiety. If this is so, then any industry practice that increases the likelihood of gamblers being exposed to gambling-related stimuli could be problematic in terms of its impact on problem gambling. Such practices include the display of gambling advertisements on signage at the front of gambling venues, widely promoted gambling deals, musical jingles played on TV or radio stations or large billboard displays.” (Delfabbro 2011)
Gaming advertising may be likely to cause more problems for people with a history of gambling problems than for non-problem gamblers. In some cases, the decisions about whether or not to regulate come down to a balance between the risks to problem gamblers compared to the effects on recreational gamblers. 
Objective

The objective is to minimise the risks to the community that are associated with problem gambling and the use of electronic gaming machines.

Options and evaluation overview

The methodology for considering possible harm minimisation measures in the regulations involves identifying the options available to address the objective and the criteria to be used in evaluating those options. 

The following sections consider different aspects of the problem and identify possible options. Consideration of each harm minimisation measure will include a base “no regulation” case. All other options are considered in comparison to the “base case”.

Evaluation criteria

Considering the objectives of the Gambling Act and the principles underlying the regulatory impact process, three criteria are used to assess the options for each harm minimisation measure. 

	· Problem gambling impact
-
	The primary purpose for considering responsible gambling measures is to address issues associated with problem gambling. As described in chapter 1, the effects associated with problem gambling include:

· financial losses for problem gamblers

· mental and emotional distress to gamblers and their families.

As noted below, problem gamblers have little control over the time they spend on gaming machines or on the scale of their financial losses.

This criterion also considers factors that are likely to increase or decrease the risks of people becoming problem gamblers.

	· Recreational impact
-
	This criterion considers impact on the enjoyment of recreational gamblers
. This impact may be a benefit or a disadvantage, depending on the specific option being considered.

	· Industry cost
-
	This criterion evaluates the likely compliance costs to the gambling industry of a particular measure. This includes any transitional costs of implementing changes as well as ongoing compliance costs.


These criteria are weighted as follows, reflecting the objectives of the Gambling Act and the intent of responsible gambling measures under the auspices of that Act:

· Problem gambling impacts – 50 per cent

· Recreational impacts – 25 per cent

· Industry costs – 25 per cent.

Cost impacts are required to be an important factor in any RIS evaluation. It should be noted that the costs associated with gambling and possible responsible gambling measures impact on both the gambling industry and on gamblers. Consideration of problem gambling impacts includes both economic costs and social impacts.

Gambling losses by people who are neither problem gamblers, nor at risk of becoming problem gamblers, are not considered factors in this assessment. As long as people are in control of their actions it is not generally a matter for public policy whether and how much they choose to spend on a recreational activity.

When considering options in this RIS, each option is rated against each criterion, with a rating between -10 and +10. The base case always has zero scores for each criterion and other options will be scored in comparison to the base case.

Control problems

When applying these criteria, the control problems associated with problem gambling should be noted. Several studies have identified the close relationship between problem gambling and loss of control, to the point where an inability to exercise control over one’s gambling has become a defining characteristic of problem gambling. 

The link between problem gambling and loss of control is illustrated in analysis conducted by the Productivity Commission using data from the 2008-09 Queensland Prevalence Survey (cited in Productivity Commission 2010), which is summarised in Table 2.3. The analysis demonstrated that moderate risk and problem gamblers have significantly greater difficulty limiting bet sizes, setting a limit, stopping after reaching a limit and limiting time of gambling. 

Table 2.3: Prevalence of lack of gambling control within risk groups (Queensland)

	Control Issue
	Non-problem
	Low risk
	Moderate risk
	Problem gamblers

	
	Percentage who sometimes, often or always experience the particular control difficulty

	Difficulty limiting the size of bets
	0.1
	7.7
	24.9
	53.4

	Gambling after reaching limit
	2.0
	13.1
	40.1
	74.7

	Difficulty limiting the amount spent
	0.5
	7.3
	27.1
	70.2

	Difficulty stopping play
	0.7
	7.9
	35.6
	83.4

	Difficulty limiting time
	0.1
	4.7
	10.5
	64.4


Time dissociation

A characteristic of gaming machine gambling that is frequently associated with dissociation and the consequential harm to gamblers and their families, is the tendency for players to lose track of time.

Research indicates that gaming machines operate on an intermittent positive reinforcement schedule which results in some players losing track of monetary losses and the amount of time spent playing. Players can find it difficult to stop playing gaming machines once a session has commenced (Rodda and Cowie 2005)

A prevalence survey conducted for the South Australian Office of Problem Gambling in 2012 (Social Research Centre 2013) recorded the time that adult gamblers reported spending on gaming machines in response to a survey. The results, in table 2.4, show times reported by all gamblers and by moderate risk and problem gamblers.

Table 2.4: Usual amount of time spent on gaming machines - 2012

	Time spent on gaming machines on each occasion
	All gamblers


(%)
	Moderate risk or problem gamblers

(%)

	15 Minutes or less
	42.3
	20.8

	16 to 30 minutes
	27.9
	25.6

	31 to 60 minutes
	15.5
	14.0

	61 to 120 minutes
	7.2
	18.3

	More than 120 minutes
	3.2
	15.6

	Can’t say / refused
	3.9
	5.7


The South Australian prevalence study (Office of Problem Gambling 2006) also surveyed adult gamblers specifically in relation to dissociation issues. Survey respondents were asked if they had felt like they lost track of time while gambling in the past 12 months. Table 2.5 summarises some results of this survey, which demonstrated a strong relationship between high risk gambling and loss of time gambling.

Table 2.5: Gamblers who reported losing track of time gambling

	Lost track of time
	All gamblers


(%)
	Moderate risk frequent gamblers

(%)
	High risk frequent gamblers

(%)

	Never
	92.6
	60.0
	22.2

	Rarely
	2.3
	7.6
	11.9

	Sometimes
	3.0
	27.6
	23.3

	Often
	0.6
	2.9
	16.0

	Very often
	0.3
	1.2
	26.6

	Don’t know / Not disclosed
	1.2
	0.7
	0.0


Of the 342 gamblers who reported that they sometimes, often or very often lost track of time gambling, 62.7 per cent reported that they lost track of time when gambling on gaming machines.

Options

Options for addressing time dissociation in the use of gaming machines include:

· a time of day display on gaming machines (the existing arrangement)

· requiring clocks on walls so that the time can be seen by all players

· requiring gaming machines to have a mandatory break in play at prescribed intervals.

Time of day display

The 2005 Regulations require every gaming machine to display the time of day so that it is clearly and continually visible to a person playing a game on the gaming machine.

This requirement is currently included in the Victorian Appendix to the Gaming Machine National Standard, which specifies how gaming machines must be designed for VCGLR approval. As noted in chapter 1, relying on technical standards is not an alternative to regulations. For the sake of analysis, it is assumed that the standards will be modified if necessary to give effect to any changes in the Proposed Regulations, as the purpose of the standards is to give technical effect to the legislative framework.

Clocks on walls

While most Australian jurisdictions, as well as New Zealand, require the time to be displayed on gaming machines, an alternative is to require clocks in gaming venues to display the time. To be effective, clocks would need to be visible to any person operating a gaming machine.

Break in play

Another way to make people aware of the passage of time on gaming machines is to implement a system where gaming machines stop play at regular intervals. This may be associated with a responsible gambling message on–screen. New Zealand uses a system like this, where there is a break in play of 30 seconds every 30 minutes. It is referred to in New Zealand as a “pop-up” system.

Analysis

Problem gambling impacts

As already noted, dissociation is a contributing factor in problem gambling and it involves a loss of the sense of passing time. It is known that problem gamblers, in particular, tend to forget the time and can lose control of their gambling, which can have negative social impacts both on the gamblers themselves and on their families. In the absence of clear evidence, the assessment for this criterion based on the available information about the risks associated with gambling without a break. The scores for social impacts are therefore lower than they would be if there was clear proof of the link between display of time and breaks in play.

The two time display options seek to address time dissociation by ensure players can always see the time. The break in play option seeks to address it by interrupting players gambling time.

A survey of 418 gaming machine players for the former Victorian Gambling Research Panel showed that just under half of all players were often or always aware of the presence of a clock (Rodda and Cowie 2005).

The study showed that a majority of the gaming machine players surveyed considered time display to be an effective problem gambling measure. More players considered displays on gaming machines to be effective than clocks on walls.

Table 2.6A: Clocks as problem gambling measures - player opinions

	Placement 
	Very ineffective
	Ineffective
	Effective
	Highly effective
	Undecided

	Visible on wall
	16.5%
	26.8%
	33.0%
	16.5%
	6.9%

	On gaming machine
	15.3%
	23.9%
	28.9%
	25.8%
	6.0%


Conversely a majority of venue managers in the same survey considered time displays to be ineffective as problem gambling measures. More venue managers considered time displays on gaming machines to be the less effective option of the two.

Table 2.6B: Clocks as problem gambling measures – venue manager opinions

	Placement 
	Very ineffective
	Ineffective
	Effective
	Highly effective
	Undecided

	Visible on wall
	12.8%
	39.1%
	37.0%
	7.7%
	3.4%

	On gaming machine
	15.5%
	38.7%
	31.6%
	11.4%
	2.7%


The Productivity Commission was sceptical about the values of clocks in gaming venues because of an absence of concrete evidence, although it also noted the methodological difficulties in assessing the effectiveness of clocks (Productivity Commission 2010). It also noted that in 2009 the Ministerial Council on Gambling incorporated clocks in its responsible gambling principles and that all Australian jurisdiction have introduced measures relating to time display in gaming venues.

There are clear limits to what can be obtained from empirical evidence. In contrast, Delfabbro notes observations from psychological literature:

There is some evidence in the general psychological literature that people who become immersed in activities come to experience time as passing more slowly. Fewer units of time are counted off on the person’s internal mental ‘clock’, presumably because of the mobilisation of cognitive resources for other tasks. Thus, subjective time tends to be under-estimated in comparison to objective time. (Delfabbro 2011)
Prior to the introduction the relevant regulations, many venues did not have clocks either in the venue or on the gaming reducing the capacity of persons to keep track of the time they had spent playing. The most severe consequence of the lack of clocks in gaming venues occurred in 2001, prior to the making of the former Gaming Machine Control (Clocks) Regulations 2001. A young child was left in a car longer than his mother intended, resulting in the child’s death.

In the absence of conclusive empirical evidence about the effectiveness of clocks as a problem gambling measure, the department has relied on the literature regarding the possible effectiveness of time display measures. 

Comparing time display options, displays on gaming machines, which are reliably in the player’s line of sight, score higher than clocks on walls. It is noted that time display options will complement the voluntary pre-commitment system, as they ensure time displays for all players irrespective of whether or not they participate in pre-commitment.

The department assumes that the break in play option would have a more significant impact as a problem gambling measure because it forces all players to stop play at regular intervals. In particular, while time displays and breaks in play both impact on people who are at risk of becoming problem gamblers, breaks in play would be likely to have a greater impact on existing problem gamblers, who have lost control over their gambling and more likely to ignore time displays than breaks in play. 

Consumer impacts

Considering consumer impacts, the provision of either clocks on walls or time displays on machines enables recreational gamblers to easily check the time when using gaming machines and may assist them to manage the time they spend on gaming machines and in venues. This is not a large benefit, as recreational gamblers will generally have their own means of determining the time and are assumed to be in control of their actions.
The break in play option, in contrast, has a negative consumer impact value because it provides an annoyance for recreational gamblers who do not need their play interrupted to be reminded of the time. The feedback from focus groups in the 2014 review of pop-up messages in New Zealand was not generally favourable. People in all gambler categories found the interruptions to play annoying to varying degrees (Palmer du Preez 2014).

Industry costs

The specific costs of these regulations have not been estimated as the department has not obtained information on these costs through research or consultation.

Continuing to require gaming machines to display the time will not impose any identifiable additional compliance costs. Gaming machines need to track time for other reasons, including for monitoring purposes and it is unlikely that removing the requirement would have any cost impacts, even in the long run if machines were subsequently altered.

The option of requiring clocks on walls would involve additional costs for the industry. These would mainly occur during transition, particularly when gaming areas have to be redesigned to ensure all players can view clocks when seated at gaming machines. Before a venue operator can modify a gaming area the operator must provide a plan of the proposed area to the VCGLR and obtain the VCGLR’s approval. 

Introducing a break in play system would involve implementation costs as well as impacting on industry revenues.

The break in play option is difficult to cost precisely, but would be very expensive. It would require changes to the Victorian gaming machine standards to include a new directive. This must involve consultation with the industry, which would take up to two years. Actual implementation of the system would require changes to the base software in gaming machines and potentially also to the monitoring systems and site controllers. Most gaming machines in Victoria cannot be readily updated to incorporate a break in play function and would require replacement in order to implement this option, which is what happened in New Zealand.

The potential impact on revenue of a break in play system would be determined by the way that players respond to the system. Where players stick to a monetary limit they have set for themselves, the system will not substantially affect industry revenues. Where players use a break in play to re-evaluate their gambling and change their gambling behaviour, the system is likely to reduce revenues. For players who gamble for a set period of time, a break in play of 30 seconds in every 30 minutes would potentially reduce their spend proportionally. If, for example, no players alter their habits and half of them limit their gambling on a time basis then industry revenues would be reduced by 0.83 per cent (50% x 0.5/30). In 2012-13, this would have represented a reduction in revenues of $20.75 million
 for gaming venues and a similar proportional reduction in gaming machine revenues at the casino.

To offset the estimated cost to industry of $20.75 million per year, the benefits from reduced costs of problem gambling would need to be at least $20.75 million per year. It is expected that the costs of the option would be reduced if the requirement was introduced over time on new gaming machines. A $20.75 million cost per year represents about 1.3 per cent of minimum estimated costs of problem gambling of $1.6 billion (based on the VCEC estimate of $1.5 billion, adjusted for inflation). This would require significantly changing the behaviour of at least 1.3 per cent of Victorian problem gamblers – around 530 people. The department assumes that a break-in-play system would not be sufficiently more effective than displaying the time on machines to significantly change the behaviour of an additional 530 people.

Table 2.7:  Analysis options to address time dissociation

	
	No Regulation
	Time on machines
	Clocks on walls
	Break in Play

	Problem gambling impact
50%
	0
	+3
	+2
	+5

	Recreational impact
25%
	0
	+1
	+1
	-3

	Industry cost
25%
	0
	-1
	-2
	-10

	Weighted score
	0.00
	+1.50
	+0.75
	-0.75


If the Proposed Regulations are not made to require time displays on gaming machines, it is expected that gaming machines without clocks may begin entering the Victorian gaming industry over time. Based on the expected replacement cycle of gaming machines, it would be expected that there would be a decrease in 5000 gaming machines per year displaying a clock. As this only involves disabling a display function on machines there would be no significant impact in the level of cost associated with the replacement of gaming machines.

Recommendation

Proposed Regulation 19 remakes the provisions from the 2005 Regulations to require time displays on gaming machines. This option provides the best balance between helping gamblers manage their time on gaming machines without excessive industry costs and without significant negative impacts on recreational gambling. 

Lighting in venues

Another influence sometimes linked with dissociation of problem gamblers is a lack of significant lighting or external views in gaming areas. Prior to the introduction the relevant regulations, many venues lacked natural light (often achieved by covering external windows) and had low levels of artificial light. Lighting requirements were first introduced in Victoria in 2001.

It has been suggested that low lighting may reduce the likelihood that gamblers will be distracted from gaming machines. When discussing the potential for dissociation, Delfabbro observes:

“… it has been argued that the introduction of environmental cues that may help re-establish a sense of reality would be a useful harm-minimisation strategy. In almost all discussions of this topic, recommendations have usually taken the form of calls for increased lighting in gambling venues, as well as the installation of clocks.” (Delfabbro 2012)

Some surveys of gaming machine players’ attitudes are worth noting, although their value is limited because of the subjective nature of the results:

· Players in 11 Victorian gaming venues were surveyed in 2005. They were asked their opinions about lighting levels. While a majority of players considered lighting levels to be adequate
, players were consistently more likely to rate lighting levels as adequate at venues where at least one window was present in the gaming area (Rodda and Cowie 2005).

· Players at six Sydney clubs were surveyed in 2004 and 37 per cent of respondents considered the lighting levels in gaming machine areas to be dim. A majority also agreed that responsible gambling was more likely to occur where venues had clocks and natural lighting (Hing 2004).

While there is no definitive evidence about the effectiveness of lighting standards as means to promote responsible gambling, the department has considered the literature on the possible effects and perceptions of lighting levels when evaluating different options.

Options

The 2005 Regulations require specified measurable levels of lighting in gaming machine areas. These levels of lighting (often measured in units of lux) must be maintained within particular distances and directions of gaming machines. In addition, any windows, which afford a view from the gaming machine area, must not be removed or obscured.

During consultation, venue operators and the casino operator noted that the current regulations relating to lighting were difficult to interpret and that it imposed a cost on venue operators to install new lighting when gaming machines were moved within a venue.

In preparing the Proposed Regulations, the drafting of the provisions relating to lighting requirements has attempted to clarify the application of the provisions to make them easier to interpret without imposing additional requirements on venue operators. However, removing the requirement for venue operators to comply with specific requirements for lighting around gaming machines was not considered as the current requirements impose higher lighting requirements around gaming machines than in other areas of the gaming machine area. Reducing the amount of lighting in gaming machine areas is inconsistent with the objectives of the Gambling Act.

Lighting options include:

· retaining the current lux levels . These require specified light levels: including horizontal illluminance of 50 lux measured 0.3 metres in front of each machine and 1.5 metres above the floor and an average horizontal illluminance of 40 lux in areas inside a gaming machine area but away from gaming machines.

· requiring higher lux levels in front of gaming machines. This could be 80 lux, which is the Australian Standard lighting level for areas of intermittent use for tasks of coarse detail. 

· require adequate lighting levels rather than using specific lux measurements and specify a lighting standard that ensures people can easily see other responsible gambling cues such as signs, clocks and faces. This performance based approach is used in the Australian Capital Territory and Tasmania.

Analysis

Problem gambling impact

As noted earlier, low lighting has been identified as a possible risk factor in problem gambling, as players become detached from their surrounding reality.

Retaining the current lux levels for lighting will continue the current arrangement, which was introduced to reduce the risks of problem gambling by helping gamblers retain connection with their external surrounds. As noted above, in the absence of definitive research, the department is relying in the literature about dissociation in giving this option a positive score for reducing problem gambling.

To the extent that the existing lux level requirement assists in reducing dissociation, a higher lux level would have somewhat a greater effect with the increased visibility of players’ surrounds. 

Assessing the likely benefits of the adequate lighting options is difficult. While the intention that lighting should be adequate to allow responsible gambling signs to be read, the actual determination of “adequate” is subjective and particularly difficult to enforce. Given these issues, the adequate lighting option has a lower score for problem gambling impact than the other options. 

Recreational impact

Prescribed lighting levels are unlikely to have an impact on recreational gambling. This assumes that gaming venues maintain lighting levels that are consistent with safety requirements for staff and players.

Industry costs

All three options have some impacts on industry costs. Costs can involve transitional costs, when establishing venues or transitioning to revised standards, as well as any ongoing costs of electricity. 

For the current lux level (50 lux):

· Transitional costs for existing venues are minimal because existing venues are already established to this standard, although some costs may be incurred when gaming machines are moved within existing gaming machine areas. In addition, some costs will be incurred when establishing new venues. The department estimates that the total cost to upgrade a venue from basic lighting to ensure 50 lux lighting at each gaming machine is $5,000. There were seven new venues established in the two years to June 2014. Using this as an estimate for future costs, the total annual additional cost is estimated to be $17,500. 

· Ongoing costs are very low and would require, at most, a small increase in electricity requirements to raise lux levels from the base level
 of 40 lux to the 50 lux standard. This is calculated to be equivalent to $1.10 per gaming machine per year, which represents over $32,850 per year in electricity costs for the industry
.

For the higher lux level (80 lux):

· Raising the lux levels to 80 lux in front of gaming machines will involve transitional costs for most venues. The precise costs will vary from venue to venue, depending on their current light levels and their capacity to increase light levels without changes to infrastructure. At the least, most venues would be expected to have to replace light globes with higher wattage globes and an unknown proportion may need to replace existing light fitting with fittings that can carry a higher lighting load. The department estimates that, if the average cost of these upgrades is $2,000 per venue, the total industry cost will be around $1 million.  

· Ongoing lighting costs for the higher lux option are significantly more than the current costs. If average lux levels in from of machines are increased to 80 lux, it is estimated that the average electricity costs per gaming machine, above base levels would be $4.38, which represents a total industry cost of over $131,400 per year.

For the adequate lighting option:

· Some transitional costs may be incurred because of the change to the areas required to be illuminated. Many venues are likely to require lighting to be rearranged to ensure adequate lighting of responsible gambling signs. These would be one-off costs for venues.

· Ongoing costs are not significant. While the nature of this option does not facilitate precise costing, the department has assumes that electricity costs would be similar to the costs of current 50 lux arrangement.

Table 2.8: Analysis of lighting options

	
	No Regulation
	Current Lux levels
	Higher Lux levels
	Adequate lighting

	Problem gambling impact
50%
	0
	+3
	+4
	+2

	Recreational impact
25%
	0
	0
	0
	0

	Industry cost
25%
	0
	-1
	-4
	-1

	Weighted score
	0.00
	+1.25
	+1.00
	+0.75


If the Proposed Regulations are not made it is expected that new venues are unlikely to comply with the existing lighting standards and that existing venues may reduce their lighting levels, either immediately or when undertaking renovations depending on the flexibility of their lighting arrangements. It is likely that there would be a gradual decline in the levels of lighting in gaming venues over time.

Technical amendments

Some technical amendments have been made to the Proposed Regulations to provide greater clarity about the area in which lighting is measured. This involves a change to the definition of the “general area” where lighting must be measured for the base 40 lux level. This change will not impose any additional cost as they are not expected to change the regulated areas and will assist industry and the VCGLR to understand and comply with the regulations.
Recommendation

Proposed Regulations 8 to 10 remake the current lux-based standards for gaming machine venues. The relatively low costs to the industry of retaining these standards are outweighed by the benefits in mitigating risks associated with problem gambling.

Responsible gambling information

As noted earlier, gamblers often hold incorrect perceptions about gaming machines. One of the actions taken to address these misconceptions in all Australian jurisdictions with gaming venues is to disseminate information about responsible gambling within the venues.

While the provision of information about where to seek help for problem gambling within the venue is important for all gamblers, it is particularly important in providing information and education to gamblers who are at risk of becoming problem gamblers.

Regulations have required printed responsible gambling information to be displayed since 2002. This information primarily relates to where players can seek assistance relating to gambling problems.

The 2010 Productivity Commission Inquiry into Gambling gave strong support to this type of measure. It also recommended that other governments draw on the Victorian and Queensland models. 

“Overall, the evidence suggests that some gamblers do change their behaviour based on in-venue information, as well as it being an important source of referrals for gambling help services. This suggests that the benefit of in-venue information warrants the small cost of producing and disseminating static material.” (Productivity Commission 2010)
Community education

The options considered do not include community education as an alternative to regulation. That is because community education is a complimentary function rather than an alternative. 
The VRGF was established in 2012 as a statutory authority mandated to reduce the prevalence and severity of problem gambling across Victoria through prevention, early intervention and treatment programs
. Key activities of the VRGF include:

· conducting state-wide campaigns to raise awareness of gambling risks

· working in partnership with other organisations

· supporting a network of community, health and welfare educators

· funding the Gambler’s Help Venue Support Program.

Responsible gambling information in venues currently directs people to support services funded through the VRGF.

Options

The following options are considered:

· the current printed information option which requires the display of responsible gambling signs, posters and talkers in gaming venues as well as the provision of player information brochures

· a variant of the printed information option where talkers (signs) are replaced by on-screen messages.

Existing printed information provisions

The provision of in-venue responsible gambling information is required to varying extents in all Australian jurisdictions. The 2005 Regulations require player information to be displayed in particular formats at gaming venues in Victoria. This includes:

· A responsible gambling sign must be located at the entrance to each venue so that the information in the sign is clearly visible to a person entering the venue.

· Player information posters must be displayed within the gaming area of every venue. This includes at least one poster for every 15 gaming machines. These are large format posters that are particularly visible to players from a distance and they must be clearly visible to a person sitting or standing in front of a gaming machine.

· Player information talkers (signs) must be attached to the side of each gaming machine so that they are clearly visible from the front of the machine. These are smaller signs that place responsible gambling information in front of any person operating a gaming machine. 

· Player information brochures must be available in all gaming venues. These include more detailed information about how gaming machines work, the chances of winning and the risks of problem gambling, along with contact details for gambler’s help. Venue operators have to ensure there are as many brochures available as there are gaming machines in the venue. 

These different forms of information, in combination, aim to ensure that gamblers cannot avoid noticing responsible gambling information and where they can go to obtain assistance. The precise form and content of the player information is determined by the minister and published on the VCGLR website. 

On-screen messages

During preliminary consultation with venue operators and peak bodies, a number of comments were made about existing information displays adding to “clutter” in venues. Particular attention was given to talkers and a suggestion was made to replace talkers with on-screen messages.

The option of displaying responsible gambling messages on gaming machine screens has been the subject of recent consideration in Australia. The Productivity Commission noted research on the subject and observed: 

“…an important feature of on-screen warnings and information is that they cannot readily be avoided by a player — making it more likely that the message will be read regardless of the amount of clutter in the venue.” (Productivity Commission 2010)
Analysis

Problem gambling impact

While conclusive evidence of the benefits of player information in gaming venues is not available to make a definitive evaluation of its effectiveness, the overwhelming view of governments and researchers is that responsible gambling messages provide positive benefits for assisting problem and at-risk gamblers.

As with many other responsible gambling measures, there is a lack of definitive evidence about the effectiveness of responsible gambling information in venues. While surveys have demonstrated that gamblers notice and can recall responsible gambling signs in venues (Rodda and Cowie 2005; Hing 2004), it is a significant step to also show that these messages effect actual gambling behaviour. For example, Rodda and Cowie asked 418 gaming machine players to indicate the extent to which they were aware of various forms of signage in venues and whether it was an effective problem gambling measure. The majority (around 60%) were often or always aware of the presence of most of the major forms of signage and 80% believed that this information was useful to problem gamblers. However, no information was obtained about whether the information had influenced the behaviour of individual gamblers. 

An eight month trial of dynamic on-screen messages about responsible gambling was conducted jointly by the Australian and Queensland governments in 2013. The trial was undertaken at several gaming venues. It included displays of messages on-screen for 15 seconds every 15 minutes and a survey of 667 gamblers across different gambling risk categories (DSS 2014). The trial provided information indicating good player recall of particular types of messages, depending on the particular nature and location on-screen of the messages. However, there were no noticeable impacts on turnover and gaming machine use at the trial venues in comparison to control venues.

While both these options are have positive impacts on problem gambling, the absence of comparative evidence makes it difficult to compare them. While on-screen messages ensure that responsible gambling warnings are immediately in front of gamblers for short periods, talkers are constantly in their sight and also more visible to other people in the venue. A definitive comparison may depend on the precise form of on-screen messages and where they are displayed on screens. For the purpose of this review it is assumed that player information that includes on-screen messages may provide a small improvement over the existing arrangement that includes talkers.

Recreational impact

Responsible gambling information assists recreational gamblers by informing them about the nature of gambling on gaming machines and by encouraging them to manage their gambling. It therefore has a positive impact.

Some concerns have been expressed about the perceived “clutter” of information in venues and that this might be reduced with on-screen messages. While the report on the Queensland trial noted that some people found on-screen messages annoying the report concluded that it didn’t change their general enjoyment. The alternative option is therefore rated slightly less favourable for consumer benefits.

Industry costs

The costs of retaining the current system are low. The VCGLR provides clubs and hotels with hard copies of all materials at estimated annual costs of $11,880 for talkers, $14,933 for posters and $13,167 for brochures. These costs are recovered from venue operators annually as part of the supervision charge (see chapter 6). The casino prints its own material to VCGLR specifications and is estimated to cost around $4,000 per year
. Costs involved in actual displays are met by venues.

The costs of introducing on-screen messages instead of talkers would be substantial. It would involve changes to the gaming machine technical standards, which requires consultation. Implementation would require changes to the base software in gaming machines and potentially also to monitoring systems and site controllers. Most machines in Victorian are legacy machines introduced by Tabcorp and Tattersalls prior to 2012. These machines cannot be updated and would need to be replaced if on-screen messages were required
. These costs would be in addition to the costs of posters and brochures because only talkers are replaced by on-screen messages under this option

While these costs have not been quantified, the benefits from reduced costs of problem gambling would need to be high to offset the likely additional costs of modifying gaming machines for on-screen displays. The department assumes that on-screen messages would not be sufficiently more effective than talkers to change the behaviour of enough gamblers to offset those costs. 

Options that may reduce the costs of this option in the future include introducing on-screen displays over a period of time as gaming machines are replaced or following the introduction of pre-commitment system, which includes changes to gaming machine displays (see pre-commitment note below).

Table 2.9:  Analysis of responsible gambling information options

	
	No Regulation
	Printed information 
	Variant with on-screen messages

	Problem gambling impact
50%
	0
	+4.0
	+4.5

	Recreational impact
25%
	0
	+2.0
	+1.0

	Industry cost
25%
	0
	-2.0
	-8.0

	Weighted score
	0.00
	+2.00
	+0.50


If the Proposed Regulations are not made, it is expected that the existing player information material would continue to be displayed in gaming venues until either removed by players or damaged. It is possible that venue operators may enter into separate arrangements with the VRGF or other bodies (including industry peak bodies) to obtain and display responsible gambling material. However it is likely that, without regulations, the provision of this information would be ad hoc and, where information is reduced or not provided, there will be a net reduction in support for problem gambling.

Pre-commitment note

As discussed in chapter 1, all gaming machines and venues are currently undergoing changes in preparation for the introduction of the pre-commitment system in December 2015. As pre-commitment involves significant resources to be committed by venue operators it is not reasonable to require industry to make other changes without significant consultation. However, changes to gaming machines to facilitate the pre-commitment system may subsequently allow the provision of on-screen messages at lower cost. The capacity to do this will be clearer once the pre-commitment system is operational. Further consideration of the efficacy of this option will be achievable following a thorough evaluation of the pre-commitment system following its commencement in December 2015. 

Recommendation

Proposed Regulations 11 to 18 remake the current provisions that require printed information about responsible gambling to be available in various forms in gaming venues. 

Player information on gaming machines

Players using gaming machines often have an inadequate understanding about their chances of winning. They can also lose track of how much time and money they have spent on a machine. To help address this, all gaming machines allow players to monitor their play on the machine by activating a tracking system.

The 2005 Regulations require each gaming machine to include a capacity to display “electronic player information”. This is information about a player’s session on the gaming machine, including the amounts spent and won and the length of the session. The provides players with detailed information to help them manage their gambling. 

A player wanting to track his or her play activates the electronic player information display when they commence play and can then check their progress at any time.

Analysis

Comparison with pre-commitment

During consultation, venue operators and peak bodies raised the ongoing need for player information to be provided to players given the introduction of the pre-commitment system from 1 December 2015. Questions were raised as to whether the player information requirement could be removed following the introduction of pre-commitment.

It is important to note how player information compares to information that will be available in the new pre-commitment system. The pre-commitment display is still in development and will be available on all gaming machines in Victoria from 1 December 2015 (see chapter 1). 

The following table summarises the expected difference between the current player information display and the pre-commitment display:

	
	Electronic player information screen
	Pre-commitment display

	Activation
	By player
	By inserting player card

	Which players
	Any player
	Scheme participants

	Information 
	Current session
	All sessions


The player information system is available to all players, irrespective of whether they are participating in the pre-commitment system.

The department believes that given the similarity of the two systems, it will be useful to consider the future of the current system when the pre-commitment system is introduced. It will be appropriate to consider the ongoing requirement for player information displays following the completion of a post-implementation evaluation of the pre-commitment system which will provide further evidence on the efficacy of electronic player information.

Impacts

Considering the impacts of remaking the existing regulations, the following issues are noted:

· The primary impact of player information screens is in providing information for recreational gamblers who want to manage their play while at the gaming machine. It is understood by the department, based on anecdotal evidence, that the system is not widely used. However player information screens provide a benefit to recreational gamblers that choose to use them and therefore it has a positive impact compared to the no regulation option. 

· While it is unlikely that problem gamblers make much use of player information screens, this system can benefit low to medium-risk gamblers who want to monitor their play. Unlike the pre-commitment system, it does not require players to join a scheme in order to access the information.

· As all gaming machines currently include software that provides for players to activate player information screens, there are no additional costs involved in retaining the existing arrangement. There does not appear to be any future saving from removing the system at this time.

The specific costs of these regulations have not been estimated as the department has not obtained information on these costs through research or consultation.

Additional note

As discussed in chapter 1, all gaming machines and venues are currently undergoing changes in preparation for the introduction of the pre-commitment system in December 2015. As this includes changes to gaming machine displays it would not be realistic to commit to additional changes at this time, even if supported by the analysis. However, the evaluation of pre-commitment may provide further information on the usage of electronic player information. Further consideration of the ongoing efficacy of electronic player information will be conducted following a thorough evaluation of the pre-commitment system following its commencement in December 2015.

Recommendation

Proposed Regulation 20 remakes provisions from the 2005 regulations relating to player information displays. This will continue to provide detailed information to players about their sessions of gaming machine play at no effective cost.

Gaming machine information

The extent to which players can hold misconceptions about the operation of gaming machines has already been noted. These perceptions can be addressed by having gaming machines display information that informs players about the way the gaming machine operates and about their chances of winning.

Introduction of information displays

The requirements for gaming machines to display both player information and gaming machine information were introduced in the Gaming Machine Control (Responsible Gambling Information) Regulations 2002. These regulations required all new gaming machines to include the information displays from 1 January 2003 and for all existing machines to be converted to include player information displays by 1 January 2008. This process allowed time for the replacement of existing gaming machines to minimise costs for the industry.

The introduction of the requirements for player information and gaming machine information was estimated to be $18 million in 2002 values. These were transitional costs that are not indicative of current or future costs. 

Analysis

The 2005 Regulations require each gaming machine to display information about the gaming machine itself. This is referred to as “electronic game information”. It is displayed when a player presses an information button on the gaming machine or touches the information panel on the screen.

Electronic game information includes the following information about any game that can be played on the gaming machine:

· the return to players of that game

· the average number of games played per win

· the chances of achieving the top five and bottom five winning combinations

· the maximum and minimum bet options.

The regulations also require specific jackpot information to be displayed on any gaming machines that are part of a linked jackpot arrangement
.

The Structural Characteristics Study found that 49 per cent of all gamblers indicated that they had previously read information in gaming machine menu systems. Gaming machine players reported finding the odds and game information on screens confusing and highlighted the need for improved formatting of screens (Schottler Consulting 2014). It is important to note that the Proposed Regulations merely outline the content of electronic game information and the formatting and consistency of the menus is a matter addressed by the VCGLR through technical standards. The department will separately consult with the VCGLR about the issues raised in the Structural Characteristics Study.

The ongoing costs of these requirements have not been estimated, as the department has not obtained information on these costs through research or consultation. The costs are assumed by the department to be zero because the information displays are now standard on all gaming machines and re-making the existing regulations would impose no additional costs on venues beyond those currently incurred.
Considering the impact of these regulations, the following are noted in regard to the criteria:

The provision of information about gaming machines informs gamblers how machines operate, helping to minimise harm that might be caused by player holding incorrect perceptions about the likelihood of winning. This complements the information provided in player information brochures. The main beneficiaries of this information, from a problem gambling perspective, are people who may be at risk of becoming problem gamblers, who are more likely to pay attention to information that helps them understand the likely long term costs of gambling on gaming machines.

The department assumes that the display of gaming machine information potentially benefits recreational gamblers because it assists any player who wants to know the availability of prizes or the chances of winning to activate the relevant display to obtain that information. However, as noted elsewhere, there is limited evidence on the extent to which gamblers use this information and no evidence that it alters their behaviour.
Cost factors for the industry are not significant. The information prescribed for display under the 2005 Regulations is part of the standard design of gaming machines and is specified in the Gaming Machine National Standards. All Victorian gaming machines are now built to these standards.

The specific costs of these regulations have not been estimated as the department has not obtained information on these costs through research or consultation.

If the Proposed Regulations are not made to require gaming machines to display electronic game information, it would be expected that the Victorian Appendix to the National Standards would be altered to reflect this change. As a consequence gaming machines may begin entering the Victorian gaming industry over time that do not include game information. Based on the expected replacement cycle of gaming machines, this may mean that up to 5000 gaming machines per year would be introduced without electronic game information. 

Recommendation

Proposed Regulation 20 remakes provisions requiring gaming machine and linked jackpot information to be displayed on gaming machines. This will continue to ensure information about gaming machine games and the likelihood of winning is available to players.

Signage and advertising

The Gambling Act places strict limits on advertising and signage relating to gaming machines. In his second reading speech on the Gambling Regulation Bill in 2003, the minister stated the purpose behind the limitation on advertising and signage:

“The ban in this bill and the subsequent regulations will ensure that Victorians are not exposed to advertising outside a venue or the casino that may encourage them to play the pokies”. (Hansard 2003)
The underlying concern is that signs and advertisements that draw attention to the availability of gaming machines potentially has a stimulatory impact on problem gamblers whose ability to resist such reminders is limited.

The Gambling Act specifically prohibits a venue operator, casino operator or other person from publishing or displaying gaming machine signs or advertisements outside the gaming machine area of the approved venue except where the advertisements are allowed under regulations.

Venue operators and the casino operator are prohibited from publishing any form of advertising that contains any information, term, expression, symbol or other thing associated with gaming machines other than technical information about gaming machines or advertising of services relating to problem gambling.

All persons are prohibited from displaying a sign (whether consisting of words, symbols, pictures or any other thing) that draws attention to, or can reasonably be taken to draw attention to, the availability of gaming machines for gaming, or that uses a term or expression frequently associated with gaming machines.

Gambling is a legitimate form of entertainment for many people in Victoria and signs indicating the location of gaming venues provide a service to recreational gamblers. In some cases, appropriate signage may also be important for the commercial viability of venues. One aim of the Gambling Act and the regulations is to establish an appropriate balance between harm minimisation and recreational gambling.

All Australian jurisdictions have limits on gaming machine advertising and signage. In New South Wales all gaming machine advertising is prohibited outside of venues. In most other states and territories restrictive standards are imposed on gaming machine advertising under regulations or mandatory codes.

Current provisions

The Signage Regulations exempt certain signs from the prohibition in the Act. That is, they allow some signs to be displayed by venue operators and the casino operator, subject to specified limitations. These are mainly directional signs and they include:

· signs located within gaming areas

· “pokies” signs located on gaming venues 

· directional signs inside a gaming venue building, at entrances to the building and at entrances to venue car parks

· a single additional directional sign for a club gaming venue if the club is not located on a freeway or arterial road

· a sign for a trade promotion event or convention for the gaming machine industry

· signs relating to problem gambling services.

The current provisions in the regulations were developed in consultation with the Responsible Gambling Ministerial Advisory Council, which included representatives from the gambling industry and other stakeholders.

Existing regulations also allow the use of the word “CROWN” and the use of the Crown symbol in advertisements and signs by the casino.

It is important to note that while only the casino operator has had its trading name specifically prescribed, all other hotels and clubs in Victoria may use their name in advertising providing that name is not associated with gaming machines. Before 15 August 2012, the 2005 regulations contained exemptions to the gambling advertising prohibition for a number of venue operators with “Tabaret” in their trading name. Following the conclusion of the gaming operator model in 2012, this exemption was no longer required as venues no longer trading under the Tabaret name.

Responsible Gambling Code of Conduct

As discussed in chapter 1, the Gambling Act requires venue operators to adopt and comply with a code of conduct. The Ministerial Direction for codes of conduct requires any advertising to comply with certain standards, including not misleading players about the chances of winning, not creating the impression that gambling is a reasonable financial strategy and not being offensive or indecent.

A venue operator who repeatedly breaches the code of conduct may be subject to discipline by the VCGLR. This may include cancellation or suspension of their licence.

The code of conduct provisions are not a substitute for regulations. The 2005 Regulations provide a limited number of exemptions from the general prohibition on signs and advertisements in the Gambling Act, while the code of conduct deals with standards that should apply if and when advertising is allowed.

Options

In the absence of any regulations on these matters, the Act would operate to prohibit all gaming related signage and advertising for clubs, hotels and the casino. Two regulatory approaches are considered in this RIS:

· retain the existing exemptions. This involves continuation of the existing provisions that allow certain limited numbers and types of signs for gaming venues and an advertising exemption for the casino.

· allow broader exemptions. This might prescribe additional terms that could be used in advertising and/or signage by venue operators or the casino operator. For example, the term “pokies” might be allowed in gaming machine advertising by hotels and clubs and “casino” by the casino operator. Also, the limits on signage might be eased to allow additional directional signs on highways for gaming venues.

Analysis

These provisions are unusual, as a decision to not regulate would have the effect of removing exemptions for all signs relating to gaming machines. This would affect the ability of gamblers and non-gamblers alike to make choices about whether to enter a gaming venue. The department has not quantified the financial effects of removing the signage and advertising exceptions in its research and consultation. The department assumes that the net effect would be negative for many gaming venues.

During consultation, some industry representatives raised a broadening of the advertising exemptions provided in the regulations. The department notes that the current advertising prohibition was only introduced in the Gambling Act in 2009 and that any substantial increase to the exemptions granted could be inconsistent with the legislative provisions (which are intended to prohibit advertising associated with gaming machines). Any additional exemptions would specifically allow advertising that could be associated with gaming machines.

Considering the impact of the options on problem gambling:

· The existing exemptions will allow some limited signage and advertising that may be stimulatory to problem gamblers. However, as these signs are only allowed to an extend that is reasonably necessary for people to find gaming machine venues, the overall impact on problem gambling is relatively low. Similarly, allowing the casino to use the term “Crown” in advertisements is arguably necessary to allow the casino to compete with other casinos nationally and internationally and has only a relatively low potential impact on problem gamblers.

· Providing broader exemptions to the signage and advertising prohibitions would be expected to have a more substantial impact on gamblers. More prominent use of terms associated with gaming machines or increased gaming machine signage would be expected to result in more active promotion of gaming venues and an increase in the encouragement of problem gamblers and at-risk gamblers to use gaming machines.

In regard to impacts on recreational gamblers, the provision of signs assists recreational gamblers to locate gaming venues and has a positive effect in relation to the amount of signage allowed. It is worth noting that signage also allows people to avoid gaming venues if they do not want to gamble or if they find gaming venues annoying.

In regard to costs, regulations that allow advertising and signs have a positive score for industry costs because they allow venues to promote the availability of gaming machines and potentially increase revenues. The removal of regulations would also prevent the casino operator from using the word “CROWN” and the Crown symbol in advertising, which would negatively impact on its international competitiveness. 

Table 2.10:  Analysis of signage options

	
	No Regulation (No exemptions)
	Existing exemptions
	Broader exemptions

	Problem gambling impact
50%
	0
	-2
	-5

	Recreational impact
25%
	0
	+2
	+3

	Industry cost
25%
	0
	+4
	+6

	Weighted score
	0.00
	+0.50
	+0.25


On balance, the analysis supports the retention of the existing exemptions to advertising and signage. The decision is essentially a trade-off between limiting advertising to control problem gambling and allowing venue operators and the casino to conduct effective operations. Given the results of the analysis submitters may wish to comment specifically on this matter.

If the Proposed Regulations are not remade, all venue operators in the State would be required to remove signage from their venue. In some cases, this may include signs that a venue operator cannot immediately remove because they have been installed by shopping centre operators. The casino operator would be obliged to remove a number of signs as well and may not be permitted to engage in advertising its range of activities using the word “Crown” or its corporate logo.

Policy intent – note

The broader exemption option, while within power to make under regulations, may be inconsistent with the stated objective when the Gambling Act was introduced. When clarifying expectations for the regulations, the minister in his second reading speech said “… my intention is to allow signage within a gaming area and reasonable signage outside, such as directional signage pointing to the location of a gaming venue or gaming room”.

All venue operators (and the casino operator by virtue of the prescribed terms) are permitted to use their trading name in advertising. This enables those businesses to advertise their venue generally, and the specific non-gaming machine services that the business offers. This is consistent with the advertising prohibition. Allowing operators to use terms that are associated with gaming machines in advertising such as “pokies” or “casino” is inconsistent with the approach in Victoria since 2009. However the remaking of the existing exemptions does not preclude the government from considering additional exemptions in the future if the existing legislative regime is inappropriately limiting advertising. 

Recommendation

Proposed Regulations 28 to 36 remake the current exemptions that allow limited gaming machine signage and advertising.

Loyalty Schemes

A loyalty scheme is a system that enables players to accumulate loyalty or reward points from playing gaming machines. Such schemes are provided by some gaming venues. As there are risks inherent in such schemes, such as encouraging additional gambling to redeem points, the Act and regulations impose requirements on loyalty schemes.

The Gambling Act provides that a loyalty scheme provider must give a person a written statement before allowing the person to participate in the scheme and to provide each participant with a player activity statement at least once per year. The 2005 Regulations specify information to be included in a written statement and in a player activity statement. 

A written statement must include:

· player information standards published in responsible gambling brochures

· a statement that increases in time or loss limits may not be activated earlier than 24 hours after the provider has been notified of the change.

A player activity statement must include:

· a specified responsible gambling message

· details of the player’s use of gaming machines using the loyalty card

· advice to a player about their rights under the scheme, including the right to leave the scheme.

Transition to pre-commitment

The Pre-commitment Act amends loyalty scheme provisions in the Gambling Act to align with the commencement of the pre-commitment scheme. As a consequence, the application of loyalty scheme provisions in the Proposed Regulations will cease to apply from 1 December 2015, when the pre-commitment system commences. Regulations to apply from 1 December 2015 have already been made in the Gambling Regulation (Pre-commitment and Loyalty Scheme) Regulations 2014.

The Proposed Regulations include an additional provision clarifying that the application of these loyalty scheme provisions expire on 30 November 2015, when the Gambling Regulation (Pre-commitment and Loyalty Scheme) Regulations 2014 come into operation. 

Analysis

To the extent that the loyalty scheme provisions provide players with advice about responsible gambling and ensure players are advised of their rights the provisions provide a positive consumer impact. The loyalty scheme provisions also address player misconceptions to help reduce risks of excessive gambling. As with some other responsible gambling measures, the impact on people with serious problem gambling issues may be lessened by their lack of control of their gambling habit.

When considering costs, it needs to be noted that the choice of whether to offer a loyalty program is optional for venues. Venues that provide such schemes need to ensure their gaming machines record the play of participants although, where loyalty schemes already exist, setup costs would not apply. In addition there are minor ongoing costs associated with providing participants with written statements and player activity statements. Overall these costs are not high.

If the Proposed Regulations are not made, the legislative provisions requiring the provision of written statements and player activity statements would still be effective. This means that loyalty scheme providers would be required to provide this information without regulatory instruction about their included content. While it is likely that loyalty scheme providers would still provide the documents in the current format until 30 November, this is not a sufficient reason to not make the Proposed Regulations as it would be open to loyalty scheme providers to provide less information than currently provided, undermining the legislative provisions.

Recommendation

Proposed Regulations 21 and 22 remake provisions for loyalty schemes for the period to 30 November 2015.

3.
Fairness in the conduct of gambling

This chapter considers matters relating to ensuring that gambling is conducted fairly for players.

As indicated in chapter 1, most people engage in gambling as a recreational activity. Chart 3.1 outlines the proportion of Victorian adults who participate in various forms of gambling (Hare 2009). 

Chart 3.1:  Proportion of Victorian adults participating in forms of gambling
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This chapter considers the importance of fairness in gambling. The forms of gambling it considers are:

· wagering conducted using a totalisator system

· community and charitable gaming

· trade promotion lotteries.
Problem, objective and criteria

Nature of the problem

Gambling, by its nature, is an exercise in risk where a player hopes to win a prize by staking something of value on a particular outcome that may or may not occur.

The extent to which a player can exercise his or her own judgement about the fairness of gambling varies considerably between forms of gambling. So does the capacity of a player to identify whether of not the particular game or event is conducted with integrity. In order for a form of gambling to be provided to the public, it should be demonstrably fair.

In defining fairness as just and reasonable treatment in accordance with 
accepted rules or principles, most forms of gambling do not lend themselves to ready scrutiny by players. Most forms of gambling pose particular obstacles to good consumer knowledge about the quality of the services they buy because of the nature of payouts.

For example, the results of games where winning is determined by a computerised random number generator or where a draw is conducted remotely are not verifiable for fairness by an individual player. This means that players who participate in gambling do so trusting that the provider is genuinely offering the stated odds, or that prizes were appropriately drawn in a lottery, or that the wagering operator has declared or paid the appropriate prize or dividend.

A failure to ensure that gambling is fair involves risks for gamblers, the gambling industry and the community more generally that:

· gambling may be exploited for criminal or other improper purposes

· gamblers may lose financially by being cheated or otherwise unfairly deceived

· a loss of public confidence in a form of gambling that is used to raise funds for a particular purpose may reduce its effectiveness for that purpose.

Objective

In line with the definition of fairness above, the objective is to ensure that people participating in a gambling activity can do so with confidence that it is being conducted fairly.

Criteria

Ensuring fairness in the conduct of gambling has two dimensions: 

· standards for the conduct of gambling should be fair to players

· the conduct of gambling should be able to be scrutinised to ensure it complies with those standards.

As outlined in chapter 1, the responsibility for scrutinising the conduct of gaming resides primarily with the VCGLR. In this role, the VCGLR undertakes the following:

· ensures all gambling equipment complies with established standards and provides adequate protection of player entitlement and government revenue

· conducts risk assessments of all systems and ensures appropriate procedures are in place to provide integrity over operations

· ensures licensed gambling service providers conduct operations in accordance with legislative requirements and approved procedures

· identifies, investigate and resolve anomalies in relation to player entitlements and government revenue

· ensures that all money is properly accounted for and distributed as prescribed

· stays abreast of technological changes which impact on gambling regulation

· analyses and reports on trends in gambling activity.

In recognition of this, the following three criteria are used for assessing options in this matter:

	· Industry cost
-
	the financial costs to the industry of complying with any regulatory requirements

	· Player fairness

	the extent to which the gambling processes comply with standards of fairness for players

	· Capacity for scrutiny
-
	the extent to which players or regulators can verify that gambling is being in accordance with those standards.


The weighting of these criteria is as follows:

· Industry costs have a weighting of 50 per cent

· Player fairness and capacity for scrutiny each have weightings of 25 per cent.

Note that an additional criterion applies to trade promotion lotteries (see page75).

As with the analysis of previous matters, the no regulation option is always the base case and has scores of zero for all criteria. Other options are scored in comparison to the base case.

Wagering

The Gambling Act allows wagering and betting on approved wagering and betting events. This includes horse, harness and greyhound racing. The 2008 epidemiological study showed that 16.4 per cent of adult Victorians engaged in wagering or betting on races during the preceding year and 55 per cent of these placed wagers with the totalisator (Hare 2009).

In its discussion paper released in 2014, the Australian Gambling Research Centre noted that the largest global online gambling product in 2013 was wagering, accounting for 53 per cent of the market, followed by casino games (25 per cent), poker (14 per cent) and bingo (7 per cent) (Gainsbury 2014).

Wagering in Victoria includes wagering on a totalisator, where the wagering and betting licensee, currently Tabcorp, takes bets on a race and calculates winnings as a proportion of the money wagered. Unlike betting with bookmakers, where the return for a winning bet is known when a ticket is purchased, the value of winning bets on a totalisator are calculated after the completion of the race. This makes the value of a winning bet less transparent and gamblers have to trust winnings are calculated fairly.

Industry consultation undertaken in the preparation of the RIS confirmed the government’s view that fairness in wagering involves ensuring that participants are able to inform themselves about the betting process and that there is sufficient transparency about results. In addition, there should be clear processes to follow in the event of a dispute or other irregularity and the operation of the totalisator should be open to scrutiny by the State as the licensing authority.

During industry consultation, the wagering and betting licensee raised an issues relating to the procedures for termination of bets. This issue relates to VCGLR approval of the wagering system and relates to the relationship between the Gambling Act, the regulations and the role of the VCGLR. It has not been further explored in the RIS.

Options

The wagering and betting licensee is required under section 4.2.5 of the Gambling Act to make betting rules with which it must comply and Part 3A of Schedule 1 of the Gambling Act provides for the regulations to deal with “any matter in relation to which betting rules may be made”.

While the wagering and betting licensee is required to make betting rules, the capacity to require a matter to be addressed in the betting rules is limited. The VCGLR has the authority under the Gambling Act to disallow a betting rule that it considers unfair, unreasonable or contrary to the public interest. However, it cannot require the wagering and betting licensee to include any particular matter in its betting rules unless the Gambling Act, the regulations or the Wagering and Betting Licence (the Licence) stipulate that the matter must be included.

The wagering and betting licensee engages the VCGLR in making its betting rules so that the disallowance is not used in practice.

The option of using the licence to specify matters to be included in betting rules is not appropriate. As noted in chapter 1, relying on licences as a means of regulating has limitations in terms of accountability and scrutiny. The current 12 year Licence with Tabcorp came into operation in August 2012 and will operate for most of the period of the Proposed Regulations. The Gambling Act permits the wagering and betting licensee to apply to the minister seeking approval to amend the Licence. The Licence is not suited to the specific content included in the Proposed Regulations.

Specific issues

The options to be considered are whether or not particular matters should be specified in the regulations. The base option for analysis is, as usual, no regulation.

The 2005 Regulations include provisions that require:

· public display of the betting rules

· wagering and betting processes

· reporting requirements to the VCGLR.

Analysis

Table 3.2 shows three regulatory options that may be considered complimentary rather than alternatives. To the extent that an option scores better than zero, it should be considered for regulation. 

In undertaking this assessment, it is assumed that the no regulation option includes the capacity of the wagering and betting licensee to develop its own betting rules without limitation and that the rules must still comply with Gambling Act.

Display of betting rules 

The betting rules displayed by the wagering and betting licensee include important information for participants, including:

· the types of bets that can be placed

· how a bet can be placed

· what constitutes a win 

· how dividends are calculated and paid.

This is a transparency matter for players. It involves some limited costs for the wagering and betting licensee in publishing and displaying its betting rules at each cash outlet where they can be readily accessed by participants.

It is noted that similar requirements apply to public lottery licensees and the Keno licensee, though these requirements are in the Gambling Act rather than in regulations.
Betting process

While some wagering matters are detailed in the betting rules, the department believes that some matters are of sufficient importance that they cannot be left solely to the wagering and betting licensee. These matters include:

· information to be displayed on tickets

· arrangements to ensure that betting is terminated when a race starts

· arrangements to apply in the event of a race protest 

· display of race results and prizes.
These matters are in the Proposed Regulations to provide a level of information and transparency to players to inform them of the betting process and procedures that relate to a wager, including unforeseen events. For example, requiring information on tickets ensures gamblers can verify and prove the nature and size of their bet

These provisions entail some ongoing costs for the wagering and betting licensee in printing and displaying the required information. The department estimates that the cost to industry associated with the requirement to print rules for display would be approximately $7,000 per annum based on 739 TAB outlets based in Victoria.

Ensuring that betting does not occur after a race starts is essential for the legitimacy of the betting process. As previously noted, this is relevant to the proper operation of the totalisator where dividends are calculated from the betting pool generated from individuals placing money on a particular outcome up until the start of the race.

Ensuring that money is not paid out until a race protest is resolved is also important to protect the entitlements of gamblers that bet on the winning race participant.

The display of race results and prizes contributes to the transparency of the process for players.

Reporting requirements

It is important that the conduct of totalisator betting be open to scrutiny by an appropriate body. The existing regulations require the wagering and betting licensee to provide financial statements to the VCGLR within 14 days of each competition and to report to the VCGLR if there is any significant event that may involve risks to the integrity of wagering.

The financial reporting arrangements between the wagering and betting licensee and the VCGLR are substantially automated and involve no transitional costs. However, there will be ongoing costs. In scoring the costs for this process, consultation with industry confirmed that the wagering and betting licensee needs to maintain accurate records for its own purposes and that the only cost of the regulation is the transmission of the records to the VCGLR. The costs of this regulation have not been estimated as the department has not obtained information on these costs through research or consultation.

Financial reporting contributes to the independent scrutiny of the operation of the totalisator by having ongoing financial records of competitions and prizes available to the VCGLR.

This requirement to report significant events does not impose significant costs on the wagering and betting licensee, as it only requires action to be taken when a particular event occurs. A significant event includes:

· an error in calculating prizes

· accepting a bet after the start of a race

· forgery of a ticket 

· a misuse of totalisator equipment or of totalisator information.

Reporting of significant events enables the VCGLR to undertake an investigation if required to ensure the ongoing fairness of the wagering. It is an important scrutiny requirement that indirectly contributes to ongoing player fairness by ensuring that a significant event can be independently investigated.

Consultation

The department consulted Tabcorp about the existing 2005 Regulations during the preparation of the RIS. Tabcorp raised no objections to the substance of the regulations, although it did note some technical matters that have been considered or included in the Proposed Regulations.

The existing provision says that VCGLR must be notified of a significant event without delay and no later than 24 hours after the discovery. Tabcorp indicated that this provision is often unpractical when events occur on a weekend or public holiday because relevant staff may not be available to prepare and submit a report. Following discussion with the VCGLR, a technical amendment has been made to the Proposed Regulations to replace the reference to 24 hours with the words “no later than the next working day”.

Table 3.2: Evaluation of matters for regulation of totalisator wagering

	
	No Regulation 
	Display betting rules
	Betting processes 
	Reporting requirements

	Industry cost

50%
	0
	-1
	-1
	-2

	Player fairness

25%
	0
	0
	+5
	+1

	Scrutiny capacity 
25%
	0
	+4
	+1
	+4

	Weighted score
	0.00
	+0.50
	+1.00
	+0.25


Recommendation

Proposed Regulations 43 to 54 remake provisions from the 2005 Regulations relating to the conduct of wagering. The matters covered by these regulations are of sufficient importance for ensuring fairness that their inclusion in the regulations is required. 

Conduct of lucky envelopes

Lucky envelopes can be used by community or charitable organisations to raise funds for community and charitable purposes. Lucky envelopes are largely unregulated by the Gambling Act, which provides for the rules and standards to be prescribed in regulations. Given lucky envelopes are a form of pre-determined lottery, there is limited capacity for players to verify the fairness of a game.

Similar to instant lotteries (scratchies), a player purchases a ticket, which tells them whether or not they have won a prize. Lucky envelopes can be sold by hand, via punch cards or through lucky envelope vending machines. 

A lucky envelope vending machine is defined in section 8.1.2 of the Act as “a machine, device or contrivance that is constructed to dispense lucky envelopes by an operation that involves the insertion in the machine, device or contrivance of a coin, token or similar object but does not include a gaming machine or interactive gaming equipment that is used or intended to be used for the purposes of interactive games and not for gaming of any other kind”. 

Electronic lucky envelope vending machines display numbers on the screen, then print tickets that indicate whether a prize has been won, the value of the prize, the game being played and to which community or charitable organisation a share of the proceeds will go.
The 2005 regulations impose requirements on where cash prize lucky envelopes can be sold, restrictions on sale of lucky envelopes to minors, controls on return to player and payments to community or charitable organisations. The 2005 Regulations also impose standards for lucky envelopes and lucky envelope vending machines. The 2005 Regulations also prescribe the record keeping requirements for lucky envelopes consistent with the requirement under section 8.6.2 of the Gambling Act.

Options and analysis

Consideration needs to be given to whether or not existing provisions relating to lucky envelopes should be retained in the Proposed Regulations. These include:

· limiting locations for sale of lucky envelopes and prohibiting sales to minors

· specifying a value range for lucky envelope prizes

· prescribing standards for lucky envelopes and devices for issuing tickets 

· requiring records to be kept.

Like other forms of gambling, these provisions remain relevant to ensure that the gambling activity remains transparent, provide for fair returns to players and that players are able to gain access to information stipulating the rules of play. Most forms of gambling are subject to restrictions on return to player, where the products can be sold and technical standards to maintain the integrity of equipment. In short, this is a description of the product which is permitted to be conducted in Victoria (noting the general prohibition on gambling).

The conduct of lucky envelopes, unlike most other forms of gambling, is largely set by the Regulations. While changes to elements of the conduct of lucky envelopes are clearly within scope of the RIS, the department has chosen not to make changes to defining characteristics of a gambling product. Any review of the characteristics of lucky envelopes relating to returns to player, where they can be sold, restrictions on the sale to minors and technical standards would only be considered by the department following a thorough review specifically relating to that gambling product and including broader consideration of any necessary changes to the Gambling Act and the role of the VCGLR. Stake holder views are sought on the merits of this approach.
The conduct of lucky envelopes, unlike most other forms of gambling, is largely set by the Regulations. The department has chosen to limit the scope of the review for the RIS to not include significant changes to defining characteristics of a gambling product. Any review of the characteristics of lucky envelopes relating to returns to player, where they can be sold, restrictions on the sale to minors and technical standards would only be considered by the department following a thorough review specifically relating to that gambling product and including broader consideration of any necessary changes to the Gambling Act and the role of the VCGLR.
Each of these types of provisions is considered as a separate option below. The options are not alternatives to each other and each should be adopted if it has a higher weighted score than the no regulation option.

Locations and age limits

The Gambling Act has an objective that minors should not be allowed to gamble, or encouraged to do so. The regulation that lucky envelopes not be sold to minors is instrumental in supporting this objective, which may be regarded as a fairness issue given the general vulnerability of minors.

The locations where lucky envelopes may be sold are:

· at the premises of the community or charitable organisation

· at a bingo centre

· in premises licensed to sell liquor (as prescribed under the Liquor Control Reform Act 1998)

· at a fete, fair, carnival or gymkhana (not by a vending machine).

This limitation may restrict the ability of organisations to raise funds through lucky envelopes, and therefore has a negative score for cost. However, it is important to ensure that tickets are not sold in inappropriate places where minors may purchase tickets and where it is difficult for the VCGLR to monitor compliance with licence conditions and standards. The department considers that it is not appropriate to add or remove permitted locations or remove the restriction on minors purchasing lucky envelopes. The department has not engaged in specific consultation with lucky envelope providers about the regulations.

Prizes

The 2005 Regulations prescribe the total value of a series of lucky envelopes must not exceed $5000 and the value of prizes must be between 50 and 75 per cent of the total value of each series. There is no limit to the number of series that may be sold.

The purpose of this is to ensure that a reasonable proportion of sales is returned to players as prizes and to ensure a reasonable frequency of prizes.

While this places a limit on the capacity of organisations to raise funds, it is essential to ensure fair returns to players. An unregulated arrangement would potentially result in reduced prizes, which could represent significant unfairness in a system of gambling where players cannot readily ascertain the frequency or scale of prizes.
The department notes that maintaining the same nominal threshold for lucky envelopes as set in 2005 will mean that the real threshold value for a series of lucky envelopes will be lower. If the 2005 thresholds were maintained in real terms (based on growth in Melbourne CPI from June 2005) it would be equivalent to approximately $6400.

Standards

The department considers that it is vital that the sale of lucky envelopes is done in a way that is fair and honest and that the details of organisations involved in the provision and sale of envelopes is known.

The regulations specify standards for 

· lucky envelope tickets

· lucky envelope punchboards

· lucky envelope vending machines.

For tickets and punchboards, it is required that they include information to enable a player to ascertain whether they are entitled to a prize and the value of that prize, along with information about the supplier and the permit holder. This information is currently required. The department considers that the provision of this information will not entail noticeable costs for organisers of lucky envelopes.

Additional requirements for lucky envelope vending machines include structural components to ensure the machine functions properly and that they cannot be improperly manipulated. While these standards impose some costs on the manufacture of machines, machines are currently manufactures to these standards. The department assumes that there are unlikely to be any significant cost reductions associated with removing regulations about the design of punchboards or lucky envelope vending machines. The department has not obtained information through research or consultation about whether there might be costs savings in the design and manufacture of these devices at some future time if the regulations were not made. 

Records

It is important that records be kept of lucky envelopes sold, where and how they were sold and the prizes awarded. While there are costs involved in keeping these records, they are essential for scrutiny by the VCGLR, particularly if in the event of any dispute.

Table 3.3: Evaluation of options for lucky envelopes

	
	No Regulation 
	Limits on location of sales
	Value range for prizes
	Envelope and service standards
	Records to be kept

	Industry cost
50%
	0
	-2
	-2
	-3
	-2

	Player fairness

25%
	0
	+4
	+7
	+8
	0

	Scrutiny capacity 
25%
	0
	+2
	0
	+2
	+5

	Weighted score
	0.00
	+0.50
	+0.75
	+1.00
	+0.25


Recommendation

Proposed Regulations 80 to 82 remake the provisions from the 2005 Regulations relating to the conduct of lucky envelopes. The department considers that these provisions substantially contribute to ensuring fairness in the provision of lucky envelopes. 

Conduct of Bingo

Bingo may be conducted by a community or charitable organisation or by a licensed bingo centre operator on behalf of a community or charitable organisation. Under the Gambling Act, organisations that raise funds through bingo must submit annual returns to the VCGLR.

As previously outlined, it important that the Proposed Regulations foster transparency and inform player decisions in relation to their participation. Where players are unable to determine whether a game is conducted fairly by themselves, it is the department’s view that prescribed provisions are required to reinforce fairness.

Options and analysis

Specific protections for fairness in bingo deal with:

· the amounts returned to players as prizes

· records to be kept. 

Prizes

The existing provisions require prizes from bingo:

· must be at least 20 per cent of the ticket sales for any one game

· must be, in aggregate, between 50 and 90 per cent of total ticket sales over any period of seven consecutive days.

The difference between the one game and the seven day limits is to enable the provision of jackpots.

These provisions place requirements on bingo centre operators and community or charitable organisations to return specified amounts to players from the conduct of bingo. This is consistent with the regulations of most other forms of gambling. They remove the opportunity for operators to increase or decrease the share of ticket sales provided as prizes that could diminish the return to players and risk the integrity of the games. These provisions ensure that players can expect overall returns at a reasonable rate.

Records

Section 8.6.2 of the Gambling Act requires prescribed records to be kept for three years. The existing regulations specify details of records for all bingo games and session to be kept, including ticket numbers, receipts from sales, prizes and profits.

While there are costs involved in keeping these records, the VCGLR has advised that they are required for the purpose of scrutinising the operation and financial position of bingo operators, particularly in the event of any dispute. The records are also needed by the community or charitable organisation to prepare its annual return to the VCGLR (see chapter 5). The costs of these regulations have not been estimated as the department has not obtained information through research or consultation.

Table 3.4: Evaluation of options for the conduct of bingo

	
	No Regulation 
	Existing prize limits
	Existing record keeping

	Industry cost
50%
	0
	-1
	-2

	Player fairness

25%
	0
	+7
	0

	Scrutiny capacity 
25%
	0
	0
	+6

	Weighted score
	0.00
	+1.25
	+0.50


Recommendation

Proposed Regulations 67 to 73 remake provisions from the 2005 Regulations relating to the conduct of bingo. 

Raffles 

Raffles may be conducted by a community or charitable organisation or by a licensed commercial raffle organiser on behalf of a community or charitable organisation. If the value of a raffle prize will be $5,000 or more, the organisation must obtain a permit from the VCGLR. A raffle where the prize is less than $5,000 does not require permit but must still be conducted in accordance with the regulations.

It is in the nature of raffles that players have a limited capacity to see whether the competition is conducted fairly. A raffle may be drawn without the players being present, which makes it all the more important that there be robust rules around the conduct of raffles.

Options and analysis

The existing regulations include provisions for both permit and non-permit raffles to support fairness. These include:

· rules about information to be displayed on tickets

· the conduct of the draw

· records to be kept.
No issues were raised in consultation regarding the provisions for the conduct of raffles. The specific costs of these regulations have not been estimated as the department has not obtained information through research or consultation.

Tickets

Raffle tickets, except for a “small raffle”
 must include sufficient information for a person to identify 

· which community or charitable organisation is being funded by the raffle

· the price of the ticket

· the maximum number of tickets (for a permit raffle)

· the prize or prizes to be won

· details of the draw

· how and when the results will be published.

The department considers this information essential for people buying tickets. While it recognises that the absence of this information could naturally dissuade people from purchasing tickets, which may give some operators an incentive to provide this information even in the absence of Regulations, the department believes that prescribing it provides a level of transparency about competitions and how people can check results. This reinforces fairness by ensuring people can verify prices and prizes when purchasing tickets.

The department recognises that the costs of including these details on raffle tickets vary, depending on the scale of the raffle. To comply with the provisions, a raffle cannot use pre-printed blank raffle tickets except where it is a small raffle. For a large raffle conducted by a commercial raffle organiser, this may not mean any greater cost than would otherwise occur to print tickets. For a non-permit raffle conducted by a small community organisation, it is likely to involve additional printing costs, although the standard of printing would be expected to vary depending on the size of the raffle. 

The Draw

The department considers that the existing regulations specify essential rules for the conduct of a raffle draw. This includes:

· conducting the draw on the day specified on tickets

· that the first ticket drawn must be the first prize

· that the results of the draw must be notified to winners and published as indicated on tickets.

These requirements apply to both permit and non-permit raffles. An additional requirement for a non-permit raffle is that tickets may only be sold for a period of three months and the draw must be conducted within 14 days of the last ticket sale.

The department considers that these provisions ensure a fair and transparent process with little cost to raffle organisers.

Records

The keeping of accurate records is important for any scrutiny of a raffle. For a permit raffle, this includes full details of the raffle, including the names of people who sold tickets and the names and addresses of winners.

There are some costs in retaining these records, but these are considered to be outweighed by the benefits for scrutiny.

Table 3.5: Evaluation of options for the conduct of raffles

	
	No Regulation 
	Ticket information
	Conduct of the draw
	Records

	Industry cost
50%
	0
	-2
	-1
	-1

	Player fairness

25%
	0
	+2
	+5
	0

	Scrutiny capacity 
25%
	0
	+6
	+1
	+4

	Weighted score
	0.00
	+1.00
	+1.00
	+0.50


The department notes that the $5,000 threshold for a raffle permit specified in section 8.2.3 of the Gambling Act means, other things being equal, that a larger proportion of raffles will be subject to the permit provisions in the Proposed Regulations than would have required permits at the time of the 2005 Regulations. If the 2005 threshold were maintained in real terms (based on growth in Melbourne CPI from June 2005) the threshold for a raffle permit would be approximately $6400. Similarly, the $500 threshold for a small raffle in 2005 would now be approximately $640. 

Recommendation

Proposed Regulations 83 to 87 remake existing provisions regarding the conduct of raffles.

Trade promotion lotteries

A trade promotion lottery (TPL) is a lottery conducted to promote a trade or business. It includes an element of chance and provides for the award of prizes. A person cannot be required to pay a fee to participate in a TPL, but they may be required to have purchased a particular product or service.

It is important that a TPL is conducted fairly like any other form of gambling. People who participate in a TPL are entitled to expect that the prizes will be awarded fairly and as advertised and that there are no hidden costs.

Currently, a TPL with total prizes worth more than $5,000 must be conducted under a permit issued by the VCGLR. 

The Gambling and Liquor Legislation Further Amendment Act 2014 (the 2014 Amendment Act) includes substantial changes to the Gambling Act relating to TPLs. 
The Gambling Act will be amended to repeal the requirement for a person to hold a permit to conduct a TPL where the total value of the prizes for the TPL exceeds $5,000.This will allow TPLs to be conducted at any prize value without a permit, provided the TPL complies with prescribed conditions. This is expected to result in significant savings for both small and large businesses.

It is anticipated that the relevant amendments will be proclaimed to commence at the same time as the making of the Proposed Regulations.

TPLs are conducted throughout Australia with each State and Territory having different requirements for approvals and permits and standard terms and conditions. Permits for TPLs are not required in Queensland, Western Australia and Tasmania. In New South Wales and the Australian Capital Territory a licence identification is required for all TPLs and South Australia and the Northern Territory require a permit for a TPL with prizes valued above $5,000, as has been the case in Victoria.

The decision has been made by the Parliament that the current requirement for a TPL permit in Victoria will be discontinued. The Proposed Regulations seek to remake existing provisions that currently apply to permit and non-permit TPLs, so that they continue to apply to all TPLs under the no-permit arrangement.
The existing terms and conditions that apply to TPLs conducted without a permit have operated effectively under the 2005 regulations and, in consultation with the VCGLR, the department has not identified any concerns with their ongoing operation under the new model. However, some additional matters, which have previously been conditions imposed on permits by the VCGLR, are considered in the stage 2 analysis below. These matters are considered because they address matters which were previously dealt with under the permit system and not including them in the regulations may result in a regulatory gap.
The 2005 Regulations impose different conditions on TPLs conducted under a permit and those conducted without a permit. Following the amendments to the Gambling Act, the existing regulations for TPLs conducted under a permit will no longer be required.

In issuing permits, the VCGLR has previously had the power to impose additional conditions.

The options assessed relate to whether the existing conditions to apply to TPLs conducted without a permit continue to be appropriate under the new legislative structure and whether any additional conditions should be imposed to meet the objectives of regulating the conduct of TPLs. These options will be assessed against the criteria below.

Criteria

TPLs share the requirement for fairness that apply to other forms of gambling. However, there is an additional factor for TPLs, in that the Gambling Act authorises the conduct of TPLs specifically for the purpose of promoting a trade or business. This is reflected in the following criteria:
	· Industry cost
-
	the costs to the industry of complying with any regulatory requirements

	· Player fairness
-
	the extent to which the TPL processes comply with standards of fairness for customers

	· Capacity for scrutiny
-
	the extent to which players or the regulator can verify that TPLs are being conducted in accordance with those standards.

	· TPL purpose
-
	the extent to which TPLs are only used for the purpose of promoting a trade or business.


The criteria each have a weighting of 25 per cent. 

The application of these criteria for TPLs is undertaken in two stages below. The first stage deals with existing regulatory provisions that apply to non-permit raffles. The  second stage deals with matters previously addressed as permit conditions by the VCGLR.
The 2005 Regulations require persons conducting TPLs without a permit to:

· obtain the prior written consent for the conduct of the lottery from the person whose trade or business is to be promoted by the lottery and conduct it primarily to benefit the trade or business being promoted (consent of trade or business)

· ensure that all information designed to induce a person to enter the TPL to include information on the closing date of the lottery, details on the draw and eligibility requirements (information about the TPL)

· publish the names of winners of prizes worth more than $1,000 and notify the winners in writing (publication and notification of prize winners) 

· keep adequate records of the finances, entries and prizes associated with the TPL for a period of three years (record keeping)

· inform entrants of what purposes information collected about entrants will be used (use of information)

· ensure that a TPL must not require a person to be present at a drawing of the lottery to win a prize except in limited circumstances (presence at draw) – during consultation, the requirement for this condition was raised by industry stakeholders
· provide for the award of prizes within 28 days after the draw (provision of prizes)

· provide for the provision of prizes to another entrant if the original winner cannot be readily identified (alternate winners)

· where TPLs are conducted with scratch and win cards, provide information on the maximum number of cards to be distributed, the total number and individual value of prizes and a requirement that printing errors and other quality control matters will not be used as a reason for refusing payment of prizes (scratch card information)

· require TPLs conduct by draw to provide each ticket in the draw a random and equal chance of being drawn (random draws).

Each of these conditions directly relate to the criteria outlined above relating to player fairness, capacity for scrutiny and TPL purpose.
It is noted that the removal of the presence at draw provision would enable a range of new TPLs that cannot currently be conducted and that it may change the behaviour of participants (such as requiring them to stay in a particular place or attend a place for a chance to win a prize). This may raise responsible gambling concerns where TPLs are being conducted by gambling industry participants. The current regulation has been assessed using the analysis below but submitters are invited to comment on this issue.

The specific costs of these regulations have not been estimated as the department has not obtained information through research or consultation.

Options and analysis - stage 1

Stage 1 of the analysis considers whether the existing regulations that apply to TPLs conducted without a permit should be remade in the Proposed Regulations. Each existing condition is considered against a no regulation option for that condition (which has a zero score for each of the criteria).

Table 3.6: Stage 1 evaluation of TPL options

	
	Player fairness 

(25%)
	Capacity for scrutiny

(25%)
	TPL purpose

(25%)
	Industry cost

(25%)
	Weighted score

	Consent of trade or business
	0
	2
	8
	-1
	+2.25

	Information about the TPL
	5
	7
	0
	-2
	+2.50

	Publication and notification of prize winners
	5
	6
	0
	-4
	+1.75

	Record keeping
	1
	8
	0
	-5
	+1.00

	Use of information
	4
	2
	5
	-2
	+2.25

	Presence at draw
	6
	2
	5
	-2
	+2.75

	Provision of prizes
	6
	2
	0
	-3
	+1.25

	Alternate winners
	8
	3
	0
	-2
	+2.25

	Scratch card information
	6
	6
	0
	-3
	+2.25

	Random draws
	10
	2
	0
	-2
	+2.50


The existing conditions that apply to TPLs conducted without a permit each have a positive weighted score. The imposition of those conditions on all TPLs conducted without a permit provides strong benefits to player fairness, the capacity for scrutiny or ensuring TPLs are conducted for a proper purpose.

Options and analysis - stage 2

In addition to the existing conditions, it is necessary to consider whether any additional conditions should be imposed on TPLs under the Proposed Regulations.

The VCGLR currently imposes conditions on the permits it issues for TPLs. Following the amendments to the Gambling Act, the VCGLR will no longer have any capacity to impose conditions by permit.

A number of conditions that are commonly applied to TPLs conducted under permit have been considered under the Proposed Regulations. These includes:

· Requiring a TPL to be drawn no later than 12 months after commencement of the TPL. Section 5.7.6 of the Gambling Act provides that a TPL permit will remain in force for a period of one year unless otherwise specified. The department recognises that it may appropriate to limit the maximum length of a TPL to ensure that entrants receive prizes within 12 months of the TPL being drawn. However, it is also recognised that this would restrict some current TPLs that are conducted over longer periods under permits issued by the VCGLR.
· Specifying that another prize may be substituted for an advertised prize only if the promoter and the prize winner have agreed, in writing, to the prize being substituted for the original prize and the substituted prize is of same or greater value than the original prize. It may be appropriate to impose this requirement to ensure changes to prizes are only made where they benefit a winner and that they are not subjected to a “bait and switch” (prize substitution).

· Providing that a TPL must not be conducted in a manner that the VCGLR deems offensive or contrary to the public interest. Section 5.7.4(2A) of the Gambling Act provides that an application for a TPL permit may be refused if the proposed TPL is offensive or contrary to the public interest.

The department considers that it appropriate for the Proposed Regulations to restrict those TPLs that are conducted without a permit that are illegal, offensive or contrary to the public interest (offensive or contrary to the public interest).

The VCGLR issues guidelines outlining what a TPL must comply with as well as what it will not permit on the basis of acts that it considers offensive or contrary to the public interest. For example, the VCGLR considers TPLs must not advertise gaming machines outside an approved gaming venue, promote cigarettes, tobacco, tobacco products, firearms (except by a licensed dealer), prostitution services (other than in accord with the law) or encourage minors to participate if the goods or services being promoted by the TPL would be illegal for them to purchase.

The guidelines also states that a TPL should not encourage a person to gamble which may offend the principles of responsible gambling, suggest that entering a TPL will improve a person’s financial prospects or social status.

· Specifying that a prize winner must not be required to incur a cost to accept a prize. The VCGLR currently requires all prizes awarded in TPLs conducted by permit to include incidental costs such as on-road costs for motor vehicles and legal and transfer costs for house and land. This condition is intended to protect entrants and to ensure prizes can be accepted by the winners (ancillary costs).

Stage 2 of the analysis considers whether the new conditions identified above should be imposed in the Proposed Regulations. Each condition is considered against a no regulation option for that condition (which would have a zero weighted score). The specific costs of these regulations have not been estimated as the department has not obtained information through research or consultation.

Table 3.7: Stage 2 evaluation of TPL options

	
	Player fairness

(25%)
	Capacity for scrutiny

(25%)
	TPL purpose

(25%)
	Industry cost

(25%)
	Weighted score

	12 month duration
	2
	2
	0
	-4
	0.00

	Prize substitution
	6
	2
	0
	-3
	+1.25

	Offensive or contrary to the public interest
	0
	0
	3
	0
	+0.75

	Ancillary costs
	8
	0
	2
	-3
	+1.75


The potential new conditions assessed in Stage 2 have strong positive scores with the exception of the 12 month duration option. 

The 12 month duration option only has a small positive impact on player fairness and capacity for scrutiny because the regulations are proposed to have separate requirements for all information designed to induce a person to enter the TPL to provide information on the closing date of the TPL. The industry cost of the 12 month duration option is considered higher than most other options as it may limit TPLs that businesses currently conduct under permits issued by the VCGLR.
Providing that TPL promoters comply with the advertising requirement, the department considers that player fairness and the capacity for scrutiny can still be met for TPLs conducted for periods longer than 12 months. Considering this, the Proposed Regulations do not include a requirement for a TPL to be limited to 12 months, however submitters may wish to consider whether a specific period, which may be longer than 12 months, should be prescribed. 

As a result of the analysis, it is recommended that the stage 2 options relating to prize substitution, offensive or contrary to the public interest and ancillary costs be included in the Proposed Regulations.

Recommendation

Proposed Regulations 59 to 65 include provisions from the 2005 Regulations that support objectives of regulating TPLs conducted without a permit. They also include four new conditions outlined in Stage 2. The overall benefits to player fairness, capacity for scrutiny and TPL purpose outweigh the limited industry costs. The Proposed Regulations do not include provisions in the 2005 Regulations relating to TPLs conducted under permit issued by the VCGLR.

4.
Integrity in the provision of gambling

This chapter considers issues associated with supporting integrity in the gambling industry.

Problem, objective and criteria

Nature of the problem

Without proper control, gambling industries can be exposed to improper exploitation that can discredit the industry, undermine public confidence and may support illegal activities that are harmful to the wider community.

Improper exploitation of gambling can take several forms:

· a gambling provider can be controlled by people or organisations that use the profits from gambling for criminal purposes 

· the conduct of gambling may be manipulated or corrupted in a way that results in gamblers being cheated out of possible winnings

· the provision of gambling services may be used to launder the proceeds of crime.

The Gambling Act attempts to ensure integrity by restricting access to the industry to people who are not of good repute and by providing for independent scrutiny of gambling activities.

Integrity concerns feature highly in the Gambling Act, which lists the following in its objectives:

“to ensure that gaming on gaming machines is conducted honestly

“to ensure that the management of gaming equipment and monitoring equipment is free from criminal influence and exploitation

“to ensure that other forms of gambling permitted under this or any other Act are conducted honestly and that their management is free from criminal influence and exploitation

“to ensure that practices that could undermine public confidence in community and charitable gaming are eliminated

“to ensure that bingo centre operators do not act unfairly in providing commercial services to community or charitable organisations”.

Objective

The objective is to support high standards of integrity in the gambling industry.

Criteria

Three criteria are used for assessing options to reinforce integrity in the gambling industry:

	· Industry cost
-
	the costs to the industry of complying with the requirements – costs can include direct compliance costs and potential losses in gambling revenue

	· Integrity
-
	the extent to which the gambling is assured of being conducted honestly and by people of good repute

	· Scrutiny
-
	the extent to which the conduct of gambling by the industry is open to scrutiny.


The applicability of these criteria varies between specific matters. See each matter for specific weightings.

Public notices for licences

The VCGLR issues various licences and approvals under the Gambling Act. For the following applications, the Gambling Act requires the applicant to publish a notice in a newspaper that includes information prescribed in regulations:

· a venue operator’s licence application (section 3.4.8)

· an application for listing on the Roll of Manufacturers, Suppliers and Testers (the Roll) (section 3.4.61)

· an application to be a licensed bingo centre operator (section 8.5.3)

· an application to be a licensed commercial raffle organiser (section 8.5A.5).

Currently, the 2005 Regulations and the Raffles Regulations prescribe the information that must be included in the notice.

The Roll is a list of people and organisations approved by the VCGLR to be allowed to manufacture, supply or test various types of gaming equipment or provide services to the gambling industry. 

It is noted that the purpose of these provisions is to ensure that members of the general public, as well as the community located close to any proposed gaming venue or bingo centre, are aware of the licence application. While the Gambling Act requires that these notifications be published in a newspaper, there are a number of other methods by which people can be made aware of applications, including internet publications and direct mailing to local communities. However, these options are outside the scope of this RIS.

Options and analysis

The purpose of public notices for these licences or approvals is to allow public scrutiny of the applications. Any person may object to the granting of an approval by the VCGLR for any of these matters on the basis that the applicant is “not of good repute, having regard to character, honesty and integrity”. 

The VCGLR is required to consider whether the applicant is of good character when determining an application.

Two options are considered in comparison to the base case:

· remake the existing provisions with details of the applicant and the application

· extend the provisions to include details of any other gambling activities or connections of the applicant.

Current provision

The provisions currently in the 2005 Regulations are essential for the effective operation of the Gambling Act. In each case they require the applicant to provide information about their name and address. Applicants for venue operator licences and bingo centre operator licences must also provide information about the location of their proposed venue or centre.

Given that the provisions of the Gambling Act require a public notice to be published, the only decision to be made is whether to remake the regulations with or without changes.

There are no significant costs associated with the remaking of these regulations as the publication of a notice in each case is separately required under the Gambling Act. The information required is information within the applicant’s control and is not excessive. The department does not consider that an applicant would face lower costs if it was required to provide less information. In fact, in the absence of regulations, some applicants might incur additional costs preparing information that would not be otherwise required.
The total costs of public notices, based on current costs of a public notice in The Age on a weekday are shown in the following table:

Table 4.1: Estimated advertising costs for public notices
.

	
	Number (p.a.)
	Advertisement cost
	Total cost (p.a.)

	Venue operator’s licence
	10
	$752.88
	$7,528.80

	Bingo and raffle licences
	2
	$313.70
	$627.40

	Roll application 
	5
	$313.70
	$1,568.50

	TOTAL COST
	$9,724.70


The inclusion of the prescribed information in notices serves an important integrity purpose. Without the required information, people who may otherwise have good reasons to object to an application may be unable to identify the applicant or the proposed location of a gaming venue or bingo centre. 

The information relating to applicants for listing on the Roll and for a commercial raffles organiser’s licence is limited to information to identify an applicant. This information is needed so that anyone who has a concern about the suitability of an applicant can raise their concern with the VCGLR.

A notice by an applicant for a bingo centre operator’s licence must include:

· the name and address of the applicant

· the address of the proposed bingo centre
A notice by an applicant for a venue operator’s licence must include:

· advice that an application has been made

· the applicant’s name and business address

· the name and address of the venue at which the applicant proposes to conduct gaming, if known

· the number of gaming machines proposed to be installed at the venue, if known

· the times at which it is proposed the venue will be open for gaming, if known

· the address and telephone number of the VCGLR.

This information is required so that a person can comment on the suitability of a person applying for a bingo centre operator or venue operator’s licence, as well as being able to comment on the impact of the application on the local community.

As the public objection process supports the VCGLR’s role in verifying the integrity of applicants, there is a positive value in prescribing the information.

The prescribed information is arguably the most minimal information required to enable a person to make an effective and informed submission to the VCGLR. 

The department does not consider it reasonable to prescribe less information for these notices, which are required under the Gambling Act, because that would not ensure sufficient information to enable the legislative provisions to operate effectively. As such, options for reduced information have not been examined.

Extended provision

Arguably, it would assist members of the public to consider possible applicants for licences if they had more extensive information about the applicant’s gambling related activities and connections. For example, an applicant for a venue operator’s licence might be required to disclose:

· whether they hold any other licence to conduct gambling, such as a bingo centre operator’s licence

· whether any business with which they have a prescribed connection has a venue operator’s licence or other gambling licence.

This information might provide members of the public with further information about the relationship between the applicant and other operators which may raise integrity concerns. However, this option would involve more substantial costs to applicants, although the extent of these would depend on the nature of the extended provisions.

Firstly, they would need to review their prescribed connections and identify which, if any, have existing gambling licences. In addition, where applicants have additional information to disclose, the public notice costs will be higher because of the additional column space needed in a newspaper. For a venue operator that is connected to other venue operators holding up to 35 per cent of hotel gaming machine entitlements, this notice could be very long. As noted below, these costs have not been explored in detail as the benefits of an option to require further information to be provided are limited.

The additional benefits of this option are limited. While the information currently prescribed is the information required to enable a person to identify an applicant, other tools are available on the VCGLR website to enable persons to examine the relationships between venue operators. While members of the public may not know the details of other gambling activities of applicants and their connections, the VCGLR does, and is required to consider any of these matters that reflect on the suitability of the applicant to receive a licence.

On balance this option does not offer significantly greater benefits that the current provision when the additional costs are considered.

Table 4.2: Evaluation of options for public notices of licences

	
	No Regulation 
	Current provisions
	Extended provision

	Industry cost
50%
	0
	-1
	-3

	Integrity
50%
	0
	+7
	+8

	Weighted score
	0.00
	+3.00
	+2.50


Recommendation

The Proposed Regulations 39, 40, 74 and 88 remake existing provisions that require any person or organisation applying for a venue operator’s licence, a bingo centre operator or commercial raffle organiser licence or for listing on the Roll to include specified information in their public notices.

Restricted gaming components

The Gambling Act operates to maintain the integrity of gaming by restricting access to gaming equipment and key components in machines and monitoring equipment. This is not unique to Victoria. All Australian jurisdictions limit access to gaming machines and components through licensing type regimes. The purpose of this is to prevent access to sensitive equipment and software by people that are not of good repute and to reduce the risks of it being improperly misused or manipulated.

Section 3.1.1 of the Gambling Act states an objective of Chapter 3 of that Act is “ensuring that the management of gaming equipment and monitoring equipment is free from criminal influence or exploitation”.

People and organisations allowed to own or access particular restricted gaming or monitoring components are:

· organisations listed on the Roll

· licensed venue operators

· the casino operator

· the monitoring licensee (Intralot)

· licensed gaming industry employees

· licensed casino special employees.

To give practical effect to these controls, section 1.3.1(1) of the Gambling Act provides for the regulations to prescribe what are “restricted gaming components” and “restricted monitoring components”. 

Restricted gaming components currently prescribed are:

· software, software modules, or memory modules designed specifically to enable game play on a gaming machine

· a software storage medium designed specifically for a gaming machine

· a memory module designed specifically for a gaming machine

· an electronic module designed for a game or a gaming machine

· any component that participates in determination of the result of game play or downloading of software that participates in determination of the result of game play.

Restricted monitoring components currently prescribed are:

· software designed specifically for an electronic monitoring system

· a software storage medium designed specifically for an electronic monitoring system

· a memory module designed specifically for an electronic monitoring system

· an electronic module designed for an electronic monitoring system.

Restricted gaming and monitoring components are those components of a gaming machine or monitoring system that can affect the integrity of the results of gaming machine play. On gaming machines, these components are typically housed in the logic area of the gaming machine which is locked behind a separate door to the main lock on the gaming machine. These components have the potential to significantly influence the operation of the gaming machine. A person altering these components (whether accidental or purposeful) could affect the way the gaming machine determines the results of games (either to the benefit or detriment of players), the total return to players and/or the calculation of gaming machine taxation.

Analysis 

The base option is the no regulation option. In absence of regulations, the terms “restricted gaming components” and “restricted monitoring components” would be undefined. 

An alternative option is to remake regulations 39 and 40 of the 2005 Regulations, which define “restricted gaming components” and “restricted monitoring components. 

The 2005 Regulations are essentially machinery in nature. They define the specific equipment and software that may only be provided by persons listed on the Roll and are essential for controlling risks to the integrity of gaming. 

As stated above, the imposition of limits to the supply and access to gaming machines and components is consistent with the approach used in other Australian jurisdictions. 

The costs of this regulation have not been estimated as the department has not obtained information on costs through research or consultation. However, it is unlikely that there are significant cost factors with these provisions. Theoretically, removing controls over provision of components might allow unlicensed operators to enter the market to provide services to the gaming industry at lower prices, but this is speculative and insignificant compared with the potential integrity impacts. Additionally, if these components were not specifically prescribed as restricted components, they would still be gaming equipment or monitoring equipment and access would still be restricted under the Gambling Act.

Recommendation

Proposed Regulations 37 and 38 remake the existing definitions of “restricted gaming components” and “restricted monitoring components”. 

Gaming industry employees

Section 9A.1.3 of the Gambling Act requires a person to be licensed as a gaming industry employee (GIE) before he or she may perform certain functions relating to the installation, maintenance, testing or monitoring of gaming machines. The Gambling Act provides that the types of duties for which a person must have a GIE licence are prescribed in regulations.

These arrangements operate in conjunction with the definitions of restricted gaming components. The purpose is to control access to sensitive equipment and software. 

The 2005 Regulations specify the following duties as requiring a GIE licence for gaming machines:

· installing or supervising the installing of gaming equipment at the premises of an approved venue

· connecting or supervising the connecting of gaming equipment to an electronic monitoring system at the premises of the monitoring licensee or an approved venue

· performing or supervising any task that requires the person to access the logic area of a gaming machine at the premises of an approved venue

· possessing, or issuing to other persons holding a GIE licence, keys that unlock the logic area of a gaming machine at the premises of an approved venue

· performing or supervising any task that requires the person to access a jackpot interface board or a slot machine interface board at the premises of an approved venue.

A GIE licence is also required before a person may supervise, or perform as a sole employee, functions relating to the operation or administration of a bingo game in a bingo centre, including:

· selling bingo tickets

· writing up running sheets

· checking back numbers on bingo tickets

· paying prizes.

The number of GIE licences for bingo centre employees is a very small proportion of total number of GIE licences. There are only 15 bingo centres and the VCGLR has advised that typically only one or two persons at each centre require a GIE licence.

Options and analysis

The requirement for GIEs to be licensed is set out in the Gambling Act. The role of the regulations is to specify the duties for which a licence is required. Two options are considered in comparison to the base case: 

· remake the regulations with the currently specified duties for GIE licences

· make new regulations to allow the VCGLR to specify the duties requiring a GIE licence.

The VCGLR specification option would result in the VCGLR being required to determine the duties for which a GIE licence is required. While these could vary from the existing specified duties, such a variation is unlikely in the current circumstances when the duties have been recently amended with VCGLR involvement.

Ordinarily, the RIS would also consider an option that narrowed the range of prescribed duties for which a GIE licence is issued. However, as noted below a review conducted in 2012 significantly reduced the range of prescribed duties. The VCGLR is also working with Victorian Competition and Efficiency Commission to review the suitability testing for GIE licences undertaken by the VCGLR. Following the results of this review, further changes to the regulations may be considered.

2012 review

The arrangements for GIE licensing were reviewed and amended in August 2012 to reduce the regulatory burden.

Following this review, the duties listed in the 2005 Regulations were reduced to include only functions that pose significant inherent risk to the integrity of gaming. This includes functions relating to the maintenance and testing of prescribed restricted gaming and monitoring components.

A number of functions previously requiring a GIE licence were removed from the 2005 Regulations because they were largely operational or administrative in nature and were no more in need of a separate licensing regime than they would in any other commercial business. This included functions such as maintaining accounts, performing reconciliations and paying prizes.

Costs

The statutory responsibility and cost of obtaining a GIE licence rests with the relevant employee, although the costs may be paid by the relevant employer in some cases. 

A person is required to undertake particular steps before making an application. Before lodging an application for a GIE licence, the VCGLR requires an applicant to:

· obtain a recent National Police Certificate from Victoria Police

· obtain a credit report from one of the organisations specified by the VCGLR.

While a credit report can be obtained at no cost, the required National Police Certificate costs $43.70. As the number of GIE applications per year is projected to average 2,083, this represents a total cost of $910,271 per year for people applying for GIE licences, which is almost $7.4 million in net present value terms over the 10 year life of the Proposed Regulations.

Previously, the VCGLR required applicants to include fingerprint and palm prints in their National Police Checks. This requirement is now considered unnecessary from a risk assessment and efficiency perspective and its discontinuation has reduced the costs of National Police Checks by over $100 per application. Associated assessment processes by the VCGLR have also helped reduce administrative costs and, consequently, the proposed fee (see chapter 6).

When considering the relative costs of the specific options, the relevant factor is how many people need to apply for licences. A more extensive range of duties will increase the number of people who need to apply. The actual numbers of applications for GIE licences has remained relatively constant despite the reduction in specified duties in August 2012.

Table 4.3: Applications for GIE licences

	Year
	2010-12
	2011-12
	2012-13
	2013-14

	Applications
	2,138
	1,851
	2,269
	2,130


There are two likely explanations for this
:

· venue operators may prefer that all their staff are assessed by the VCGLR irrespective of whether they perform prescribed duties

· people looking for work in gaming venues may regard the GIE licence as an advantage in seeking work, irrespective of the specific duties.

These explanations have been suggested as part of consultation with gambling industry participants.

The conclusion drawn from this is that the number of applications for GIE licences, and hence the costs to the industry, are insensitive to the number of duties for which a licence is required. Both regulatory options therefore receive the same low score for industry costs.

Integrity

In regard to integrity benefits, these provisions are very important. Ensuring that people with access to the sensitive components of gaming machines and monitoring equipment are properly licensed is essential. 

Section 9A.1.5 of the Gambling Act requires the VCLGR to consider the following matters when assessing an application for a GIE licence:

· the integrity, responsibility, personal background and financial stability of the applicant

· the general reputation of the applicant having regard to character, honesty and integrity

· the suitability of the applicant to perform the type of work proposed to be performed by the applicant as a licensee.

It is highly unlikely that the option of allowing the VCGLR to determine the duties for which a GIE licence is required would change the level of control over who can access gaming machines. 

Table 4.4: Evaluation of options for gaming employee licences

	
	No Regulation 
	Current provisions
	VCGLR criteria

	Industry cost
50%
	0
	-4
	-4

	Integrity
50%
	0
	+6
	+5

	Weighted score
	0.00
	+1.00
	+0.50


Recommendation

Proposed Regulations 92 to 94 remake provisions from the 2005 Regulations to define the duties for which a person must obtain a GIE licence.

Integrity issues in bingo and raffles

The Gambling Act authorises some forms of gaming to be conducted for community or charitable purposes. A community or charitable organisation may enter into an agreement with:

· a licensed bingo centre operator to raise funds by conducting bingo at a bingo centre

· a licensed commercial raffle organiser to conduct all or part of a raffle.

Analysis

It is important that the conduct of bingo or a raffle is conducted in a manner that is consistent with high standards of integrity. Any diminution of integrity, perceived or actual, poses the threat to the objectives of conducting community and charitable gaming and risks its popularity amongst Victorians. The existing regulations include the following specific provisions to support this:

· The 2005 Regulations require a bingo centre operator to advise the community or charitable organisation of any conflicts of interest before entering into an agreement.

· The Raffles Regulations require a commercial raffle organiser to take reasonable actions to avoid raffle tickets being purchased by people connected with the organiser.

Bingo centre organiser’s conflict of interest

A community or charitable organisation has a reasonable expectation that it is not entering into a contractual arrangement with a bingo centre that is also supporting activities that are incompatible with the organisation’s objectives. 

For example, an animal rights organisation may not want to enter into an agreement with a bingo centre operator that was also raising funds for a local hunting club in the knowledge that bingo games conducted to raise funds for their purposes would also be funding hunting activities.

Arguably, a community or charitable organisation that may have concerns with the other purposes for which a bingo centre operator is raising revenue should seek that information directly from the bingo centre operator. However, leaving this issue to the community or charitable organisation, which may have limited resources that should be dedicated to community and charitable purposes, is not the most efficient or effective way for this information to be obtained.

This does not involve any direct costs. It is possible that disclosing an interest could result in a community or charitable organisation deciding not to enter into an agreement with a particular bingo centre operator. However, any impacts would be negligible for the industry as a whole, particularly as the organisation in question could choose to enter into an agreement with another bingo centre operator.

Raffle organisers’ access to tickets

It is important for the transparency of raffles that tickets are not purchased by people who are closely connected with the raffle organiser. This is because it could lead to either real or perceived manipulation of the results of the raffle to favour the person associated with the raffle organiser. The existing Raffles Regulations make it a condition of a raffle organiser’s licence that:

· the raffle organiser does not purchase tickets in a raffle they conduct

· the raffle organiser takes all reasonable steps to ensure that tickets in raffles they conduct are not purchased by a relative, employee or nominee of the raffle organiser.

In practice, raffle organisers typically advise staff about the restrictions that apply to entry and the VCGLR will respond to any complaints about an ineligible person purchasing tickets or winning prizes in a raffle. 

The limitation on ticket sales to people associated with the commercial raffle organiser is a standard probity requirement. The inclusion of the requirement in the regulations allows the VCGLR to investigate any complaint about a breach. If a commercial raffle organiser has contravened the Gambling Act or regulations made under that Act, the VCGLR may take disciplinary action, which can include cancelling or suspending their licence. There are no identifiable costs associated with complying with this provision. 

Recommendation

Proposed Regulations 75 and 89 remake the existing provisions of the 2005 Regulations and the Raffle Regulations relating to disclosure of conflicts of interest by bingo centre operators and the sale of raffle tickets to people connected with a commercial raffle organiser. 

Bingo annual returns

The conduct of bingo can involve substantial sums of money. The total net expenditure by players on bingo in Victoria in 2013-14, after the awarding of prizes, was $22.9 million (with total ticket sales of over $105 million).

It is important that there be proper financial accounting for bingo revenue. This helps to assure the public and persons who play bingo that the gambling activity is being appropriately conducted for a community or charitable purpose. This involves identifying where the money came from and where it went.

Section 8.6.2 of the Gambling Act requires the person responsible for a bingo session to keep prescribed records for three years. The 2005 Regulations require a community or charitable organisation that derives funding from bingo to submit an annual return to the VCGLR.
Options

Options for bingo annual returns by a community or charitable organisation, other than the base case, are:

· require returns to be lodged with no audit requirements

· require returns to be lodged and that they be audited if total gross receipts exceed $250,000

· require returns to be lodged and that they be audited if total gross receipts exceed $50,000 (the existing regulations).

Under the base option, no returns would be lodged or audited.

The existing regulations require the following information to be included in annual returns:

· the gross receipts from bingo

· the total expenses (including the fees paid to the holder of a bingo centre operator’s licence)

· the serial number of unsold tickets, if any

· the prizes paid

· the net proceeds

· the balance of each jackpot pool, if any, at the end of that month.

Where the gross receipts (ticket sales) of bingo exceed $50,000, the return must be independently audited. Prior to 2005, all returns were required to be audited and the 2005 Regulations introduced an exemption for organisations that earned less than $50,000. 

A representation from a community or charitable organisation in 2013 contended that the $50,000 threshold was too onerous for a small organisation and that the threshold should be raised to $250,000 for consistency with the threshold for audits under the Associations Incorporation Reform Act 2012 (the Associations Act). Consideration is therefore given to aligning bingo annual returns with this threshold. 

It should be noted that using a $250,000 threshold may not always mean that organisations audited under the Associations Act would be the same organisations required to have their bingo returns audited. The threshold for a bingo return to be audited is the total value of ticket sales, before prizes and fees, whereas for financial accounts it is an organisation’s total income, including income from other sources.

The department does not consider that options involving changes to the information included in returns are warranted. The information currently required in returns is included in records that must be kept separately for every bingo session for a period of three years. This includes information about the organisation’s sales, expenditures and profits from bingo, including payments to bingo centre operators. Returns must also include the serial numbers of unsold tickets to enable cross checking of unsold tickets with bingo centre operator records. The department understands that there are very few unsold tickets.
The department notes that maintaining the same nominal threshold for the auditing of bingo returns, as set in 2005, could mean that a slightly larger proportion of returns may require auditing. If the 2005 thresholds were maintained in real terms (based on growth in Melbourne CPI from June 2005) it would be equivalent to approximately $6400.
Analysis

Costs of returns

The preparation of annual returns involves costs to the particular community or charitable organisation. The department does not have information about the costs to organisations of preparing returns. Given that these organisations are diverse and that the scale of their bingo activities varies, it is difficult to make any precise estimate of the cost of preparing a return. 

A bingo return is a one page table listing the relevant information for each month over a twelve month period. This will normally be completed by an office manager, whose hourly rate including any on-costs and overheads is estimated to be $64.32 per hour
. 

Factors that will affect the time taken to complete the form include:

· the number of bingo sessions conducted

· whether additional details need to be obtained from a bingo centre operator

· whether records are kept in electronic format.

For the purpose of estimating the total cost of preparing a return, it is assumed that the average time is likely to be around four hours. At $64.32 per hour, this represents an estimated total cost of $257.28 per organisation pear year. The VCGLR receives between 350 and 400 annual returns each year. At an average cost of $257.28 for 375 returns, this represents a total cost for the sector of $96,480 per year and has a net present value of $782,539 over the 10 year life of the Proposed Regulations
.

Audit costs

Audit costs will vary between organisations, depending on their circumstances. Organisations with relatively lower total receipts will have less to audit and are assumed to face lower overall costs. Assuming that the average time for an audit is 3 hours at $200 per hour, the average cost per organisation would be $600. One community organisation reported in 2013 that its audit cost would be up to $550 for an annual return with gross receipts of $100,000.

In 2013 and 2014, the VCGLR received an average of 148 audited returns per year at the existing $50,000 threshold. If the threshold had been $250,000, the average number of audited returns would average 58. This suggests that the total audit costs:

· for a $250,000 threshold would be $34,800 per year and a net present value for the 10 year life of the regulations of $282,259

· for a $50,000 threshold would be $88,800 per year and a net present value for the 10 year life of the regulations of $720,248.

Costs summary

In summary, the estimated net present value of the total costs of the three options to the industry, including preparation of returns and audits, are:

· for no audits – $782,539
· for an audit threshold of $250,000 – $1,064,789
· for an audit threshold of $50,000 – $1,502,787
Scrutiny benefit

The requirement for organisations to submit annual returns to the VCGLR is an important transparency measure that reduces the likelihood that funds will be directed to purposes inconsistent with the Gambling Act. It should be noted that information in annual returns does not just relate to the proceeds going to community or charitable organisations. It also indicates the proportions of gross sales being paid as prizes and the share of proceeds going to bingo centre operators. 

There are benefits in having an independent professional verify that the annual return submitted by an organisation is an accurate representation of events. In particular, it assists the VCGLR to monitor the conduct of bingo and the distribution of funds from the conduct of bingo. If the VCGLR cannot rely on the accuracy of annual returns, the quality of its scrutiny will be negatively affected. The alternative is for the VCGLR to audit returns, which would have broader cost impacts.

The VCGLR uses information in returns from community or charitable organisations for random checks and to respond to complaints. Where bingo is conducted by a bingo centre operator, these returns can be cross checked with information provided by the bingo centre operator that conducts bingo for the community or charitable organisation.
Summary table

The following table summarises the scores for these options. In this case the criteria are limited to costs and scrutiny issues to reflect the specific intent of the provisions. 

Table 4.5: Evaluation of options for annual returns of bingo 

	
	No Regulation 
	Returns but no audits
	$250,000 audit threshold
	$50,000 audit threshold

	Industry cost
50%
	0
	-2.6
	-3.5
	-5.0

	Scrutiny
50%
	0
	+4.0
	+5.0
	+7.0

	Weighted score
	0.00
	+0.70
	+0.75
	+1.00


Recommendations

Proposed Regulation 69 remakes the existing provisions relating to the lodgement of bingo returns by community and charitable organisations and retains the existing threshold of $50,000 for auditing of bingo returns.

5.
Distribution of the benefits of gambling

This section considers matters not covered in the preceding chapters. In broad terms, these matters relate to the way that the benefits of various forms of gambling are distributed.

Prescribed connections

When the current venue operator model for gaming machines was introduced in legislation in 2009, the then minister indicated in his second reading speech that it was considered desirable that the distribution of gaming machine entitlements be diversified to retain a competitive market.

 “The government wishes to ensure a fair and competitive gaming industry that allows for a broad distribution of gaming machines to all interested parties. To this end, the bill places a restriction on the ownership of hotel gaming machine entitlements so that no-one will be able to own more than 35 per cent of hotel gaming machine entitlements. This policy will be further developed through regulations which will set out the types of relationships which will be taken into account in formulating the 35 per cent restriction.”

Section 3.2A.7(2) of the Gambling Act limits the number of hotel gaming machine entitlements that an entity may hold to no more than 35 per cent of all hotel gaming machine entitlements. It also extends this limit to include entities closely connected with the entitlement holder. These are referred to as “prescribed connections”. This means that where a holder of hotel gaming machine entitlements has a prescribed connection with another holder of hotel gaming machine entitlements, their combined entitlements must not exceed 35 per cent of the total number available. 

The Gambling Act provides for the regulations to define “prescribed connections” and this is currently done in the Prescribed Connection and Prescribed Profit Regulations, which are to be remade by the Proposed Regulations.

Problem and objective

The problem addressed by these regulations is that the market, left unregulated, may allow an accumulation of hotel gaming machine entitlements by a limited number of related entities. The effect of this would be to restrict competition within the industry and potentially limit the distribution of the benefits of gaming machines.

The objective is to support the intent of the Gambling Act in limiting the number of hotel gaming machine entitlements that may be held by an entity and its related entities.

One of the objectives of moving to the current venue operator model was to ensure that the financial benefits of gaming are transparent, recognisable and fairly distributed to the community. The 35 per cent ownership restriction on hotels was intended to achieve a wider distribution of gaming machine entitlements. The dominance of a smaller number of hotel gaming machine venue operators could result in poorer outcomes for consumers in terms of the differentiation of gaming machine products available to players.

Analysis

These provisions are machinery in nature in that they provide definitions necessary for the Gambling Act to achieve its purpose. Failing to regulate would make the prescribed connection requirement in the Act inoperable. The current regulations were made in the Prescribed Connection and Prescribed Profit Regulations. The current industry structure is based on the current definition of prescribed connections. The department consulted with gaming industry peak bodies about regulations but no concerns were raised with the operation of the prescribed connections.

The existing definition of prescribed connection covers a number of circumstances linking two entitlement holders, which include but are not limited to situations when:

· one entity is able to exercise significant influence over the other because of a financial influence or other relevant power

· a person or company is able to exercise significant influence over both entities because of a financial influence or other relevant power

· there are defined shareholding or trustee relationships between the two entitles

· two entities share certain office bearers or majority shareholders.

The department understands that there have not been any problems raised with the interpretation of these provisions or any unintended consequences of their operation.

To the extent that analysis is relevant to this matter, given its importance in supporting the objectives of the Gambling Act, the relevant criteria are:

· the costs to the industry

· the extent to which the provision maintains a competitive market.

The specific costs of these regulations have not been estimated as the department has not obtained information on these costs through research or consultation. However, there appear to be two possible cost factors. Firstly, there are administrative costs for entitlement holders in reviewing the impact of changes in ownership or management that may alter their relationships with other entitlement holders to ensure they do not breach the 35 per cent limit. It is expected that this will only be an issue for persons or organisations that hold a very large number of gaming machine entitlements. In practice, given that these provisions could only restrict the acquisition of entitlements by a maximum of two groups of venue operators, these venue operators will already be aware of the maximum number of entitlements they can possess.

Only one group of venue operators currently operates at close to the maximum of 35 per cent of gaming machine entitlements.

Secondly, there may be some limits to economies of scale that could be generated by having a smaller number of large businesses operating gaming businesses compared to maintaining a diversity of entitlement holders.

The impact on competition overall is positive. By reinforcing the intent of the Gambling Act, the regulations will ensure that no one entity can control more than 35 per cent of hotel gaming machine entitlements and there must remain, at the very least, three separate entities in that market.

It is noteworthy that gaming machine entitlements are a marketable commodity and their prices are determined by supply and demand. While the net effect of the provisions on prices is difficult to determine, the following factors may be noted:

· Preventing the development of monopolies prevents any one entity from being able to control the prices of hotel gaming machine entitlements.

· The 35 per cent limit may restrict demand, by preventing some large market participants from purchasing more entitlements. This in turn may have the impact of reducing the prices that might otherwise be paid on the gaming machine entitlement transfer market.

Table 5.1: Evaluation of remaking prescribed connection provisions

	
	No Regulation 
	Remake provisions

	Industry cost
50%
	0
	-2

	Competition impact
50%
	0
	+8

	Weighted score
	0.00
	3.00


Recommendation

Proposed Regulations 23 to 27 remake the existing definitions of “prescribed connections” to help ensure a reasonably competitive market for the distribution of gaming machine entitlements.

Calculating payments to jackpot pools

The Gambling Act specifies how gaming machine revenue is calculated for the purposes of determining tax payable by venue operators. Gaming machine revenue is the total amount wagered on gaming machines less the value of prizes and less a prescribed amount of money allocated to jackpot pools. 

A jackpot pool can build up over a period of time, rather than being paid out in the short term like other prizes. This makes it possible that money allocated to jackpot pools could be double counted in successive periods, which may artificially reduce the tax liability of a venue operator unless specific provision is made for how it is to be calculated. To clarify how these amounts should be counted, the 2005 Regulations place a limit on the proportion of bets that may be counted as jackpot pools in any one period. 

The 2005 Regulations prescribe that a maximum of four per cent of total bets on a gaming machine paid to a jackpot special prize pool may be calculated for the purposes of determining the venue operators tax liability
. This does not permit a venue operator to deduct more than the actual amount paid to jackpot special prize pools for the purposes of calculating taxes. It is important to note that actual restrictions on the size of jackpots are imposed by the VCGLR technical standards and the payment of gaming machine taxation is required under the Gambling Act.

These regulations are machinery in nature and impose no additional costs on the gaming industry.

Recommendation

The Proposed Regulations 41 and 42 remake the existing provisions regarding the calculation of gaming machine revenue in relation to jackpot pools.

Race fields

Under part 5A of Chapter 2 of the Gambling Act, a wagering service provider must not use a race field unless they have obtained approval from the relevant controlling body. The controlling bodies are Racing Victoria Limited, Harness Racing Victoria and Greyhound Racing Victoria. 

A “race field” is a set of information about the horses or greyhounds in a race, which is needed for an operator to take bets on races. It includes any information that identifies the names or numbers of the horses or greyhounds in a race, as well as any horses or greyhounds that have been scratched or withdrawn from the race.

Problem and objective

It is important that the Victorian racing industry receives an appropriate return from betting on races run in Victoria. Wagering revenues play an important part in maintaining the economic growth of racing in Victoria and provides funding to invest into the continued development of racing. 

This is achieved by requiring wagering service providers to pay a fee to the relevant controlling body for the right to use race fields. 

Before using a race field, a wagering service provider must lodge an application with the relevant industry controlling body and pay the required fee. The fee is determined by the controlling body and is not a matter for the regulations.

This process addresses the respective needs of the racing controlling bodies and of wagering service providers because:

· the racing controlling bodies require a process that ensures they continue to approve the use of race fields information and that they receive fees from wagering service providers to fund their industry

· wagering service providers need certainty about their ability to obtain and use race fields information.

The objective is to ensure that the benefits of wagering derived from betting on Victorian racing are shared equitably with the Victorian racing industry and to ensure there is fair and equitable arrangements between racing controlling bodies and wagering service providers.

Analysis

The provisions in the Race Fields Regulations are largely machinery in nature. The Gambling Act imposes the requirement and processes to seek approval to use race fields information. 

The Race Fields Regulations prescribe the form for an application to use race fields as well as the timing of an application and approval.

The prescribed application form is relatively simple requiring a wagering service provider to advise which race fields information it wishes to use and to provide basic details of the applicant, including, name, address, contact details, trading details and location where the applicant is licensed to operate.

The Race Field Regulations also provide that:

· a wagering service provider must apply not less than 70 days before the expiry of an approval if one exists, or no less than 70 days before a wagering service provider wishes to be granted if one does not exist

· the controlling body must determine the application within not less than 10 days before the date when the approval is needed

· the controlling body must notify an applicant of its decision in writing not more than 7 days after the decision is made.

The specific costs of these regulations have not been estimated as the department has not obtained information on these costs through research or consultation. However, the department assumes that there are no significant cost impacts of these provisions and notes that a no regulation approach may have negative impacts because of uncertainty and the removal of the requirement that a controlling body consider the application within a given time.

Recommendation

The Proposed Regulations 55 to 58 remake the existing provisions from the Race Fields Regulations regarding the timing and form of race fields applications.

Sports or recreational clubs or associations

Chapter 8 of the Gambling Act allows various types of gaming to be conducted for community and charitable purposes. This includes gambling conducted by or for sporting or recreational clubs or associations (sports clubs).

In order to be entitled to conduct community and charitable gaming, a sports club must apply to the VCGLR to be declared a community or charitable organisation. This application is made in accordance with the provisions of the Gambling Act.

Problem and objective

The Gambling Act requires the VCGLR to consider an application by a sports club if the sports club is of a prescribed kind. The 2005 Regulations specify what constitutes a “prescribed kind”. 

These provisions are vital to ensure that sports clubs are able to conduct minor gaming, including bingo, raffles and lucky envelopes, for the furtherance of their purposes. Section 8.3.3 of the Gambling Act provides that the VCGLR may also approve organisations established for a philanthropic or benevolent purpose or those established for the purposes of a political party as a community or charitable organisation.

Under section 8.3.3 of the Gambling Act, a sports club is a body that is of a prescribed kind. Without specific regulations defining what constitutes a sporting or recreational club, sports clubs would not be able to be declared as community or charitable organisations under section 8.3.3(1)(b) of the Gambling Act. The consequence would be that a sports club would not be able to apply for approval as a community or charitable organisation unless it was established for a philanthropic or benevolent purpose or for the purposes of a political party. 

If sports clubs cannot be declared as community or charitable organisations then they will not be allowed to conduct minor gaming activities.

The objective is to ensure that genuine sports clubs are readily able to undertake minor gaming activities in accordance with the provisions of the Gambling Act.

Options and analysis

This regulation involves no compliance costs for legitimately established sporting or recreational clubs. All sporting and recreational clubs that can engage in community or charitable gaming must meet requirements explored in greater detail below.

All organisations wishing to be declared as community or charitable organisations must make an application to the VCGLR providing information requested to enable the VCGLR to confirm that the organisation is established and operates in a manner consistent with the Gambling Act.

Organisations are required to consider which category of community or charitable organisation it is (philanthropic or benevolent, sporting or recreational or purposes of political party) and to submit an application to the VCGLR. The one page application form is consistent for all types of organisations and requests contact details, banking details and advice on the type of organisation it is.

Depending on the type of organisation that is applying for approval, the VCGLR requires different supporting information from the applicant. For a sports club, this information includes:

· a copy of the list of members for the past two years

· a copy of the minutes of the past two annual general meetings

· a copy of the statements of income and expenditure and the balance sheets for the past two financial years

· a copy of the constitution/articles of association

· a copy of the Certificate of Incorporation/Certificate of Registration (if applicable)

· the name of the local, regional, state, national or international body or association to which the organisation is affiliated (if applicable).

The department has not consulted sports or community organisations, but assumes that these costs will be low because all information required to be provided by a sporting or recreational organisation is within the applicants possession and so any costs associated with the provision of this information is limited to the costs of copying the documents.
The purpose of the regulations is to define what a sporting or recreational organisation is to enable organisations of those types to conduct minor gaming. These regulations therefore define which organisations are subject to this approval process and, by defining what criteria need to be satisfied in order for an organisation to be eligible to conduct community and charitable gambling activities, the scope and costs of the requirements imposed by the VCGLR.

Organisations that do not fulfil the requirements are not genuine community or charitable organisations. These requirements are imposed to ensure that the benefits of community and charitable gaming are enjoyed by organisations established for a genuine community purpose.

In the absence of costs, the department considers the options to be considered are the criteria that may be appropriate to define a sports club.

Purpose

The intent of licensing sports clubs is to enable minor gaming to fund community activities. It is therefore appropriate that the purpose of an organisation has a community purpose. 

In line with the descriptor (“sporting or recreational”) in the Gambling Act, the existing regulations require a sports club to be formed for recreational purposes or to promote a sport. This is essential and should be retained.

Membership

An organisation that is a licensed community or cultural organisation should be of a type that has a genuine membership, rather than being of a private or exclusive nature. This is an essential component of a community based organisation.

The provision in the 2005 Regulations, which requires a sports body to have a bona fide membership, should be retained.

Structure

A sports club needs to be established in some formal way if it is to be allowed to conduct gambling activities. The existing regulations require a sports club to be either an incorporated body or an unincorporated body that has had an elected committee for at least 12 months, holds regular meetings and keeps written records of decisions.

Finances

A sports club must have proper financial arrangements if it is to engage in gambling activities and manage the financial transactions entailed in those activities. In order to achieve this, the existing provisions require a sports club to have a bank account and a treasurer who keeps proper records and prepares financial statements. A club will provide information on its finances in its application.

Distribution of assets

A final condition in the existing regulations is that, in the event of the sports club being disbanded, its assets will not be distributed to members. This measure is important, because it prevents an organisation that might otherwise satisfy all the criteria, from being used to raise funds that can be subsequently distributed to the members rather than being used for a community purpose. 

Recommendation

Proposed Regulation 66 remakes the existing criteria for a sporting club to be declared as a community or cultural organisation. 

Proceeds of community and charitable gaming

Some community and charitable gaming is conducted by commercial entities on behalf of community or charitable organisations. The Gambling Act allows people or organisations to be licensed as bingo centre operators or commercial raffle organisers and to conduct bingo or raffles on behalf of declared community or charitable organisations.

Problem and objective 

Where a commercial entity is involved in conducting gaming for a community and charitable purpose, it is important that there be an appropriate balance in the distribution of the proceeds from gaming. It would be inconsistent with the intent of the Gambling Act if, for example, gaming was to be conducted in the name of a particular community purpose without the relevant community organisation receiving a reasonable share of the proceeds.

The objective is to ensure that an appropriate share of the proceeds from community and charitable gaming is paid to declared community or charitable organisations.

Options and analysis

The Gambling Act provides for the regulations to specify or limit the maximum payments that may be made by a community or charitable organisation to commercial providers of bingo or raffle services. 

In this matter, the options are whether to prescribe limits to payments and, if so how.

Bingo centre operators

In order to decide whether the regulations should prescribe fee limits for the amount or share of bingo proceeds payable to bingo centre operators, consideration should be given to whether prescription is feasible and whether it is desirable.

From a feasibility perspective, the conduct of bingo at a bingo centre is a relatively consistent activity from centre to centre. Even the increased use of electronic devices for bingo still involves a relatively similar type of service. This makes the specification of payment levels for bingo centre operators feasible.

From a desirability point of view, the intent of the Gambling Act is that bingo should only be conducted for a community or charitable purpose. Almost all forms of gambling in Victoria are subject to legislative or regulatory restrictions on how the benefits of the activity are to be distributed. This is appropriate because community or charitable gaming is permitted in Victoria to benefit community or charitable purposes rather than commercial operators. Without a restriction, the community may be legitimately concerned that the benefits of the activity are not being directed in accordance with the purposes of the Gambling Act.

The main difficulty is determining what type of fee limitation is appropriate. The option of fixing a specific fee is not feasible because the varying sizes of bingo centres means that there is no commonality between the overall scale of receipts between centres or sessions at different centres.

The 2005 Regulations specify a maximum payment to a bingo centre operator of 60 per cent of net receipts (that is the proceeds from the sale of bingo tickets minus winnings and jackpots). This represents a 60/40 split between commercial operators and community or charitable organisations.

During consultation, some Bingo Industry Association members expressed a concern that there has been a disproportionate increase in costs for bingo centre operators since the 60/40 split was introduced. The department notes that it does not have evidence on the costs of bingo centre operators.

The extent to which changes in costs should be considered in determining this split is open to question. Arguably, changes in costs might be reflected in changes in ticket prices rather than in the distribution of proceeds. Conversely, many community or charitable organisations rely on bingo centres to raise funds and it may not be in their best interest for payment levels to be set at a level the makes bingo centre operators commercially unviable. In addition, the regulations place no limits on the number of bingo tickets that may be sold or the number of bingo sessions, which are important factors in the viability of bingo centre operators.

The existing 60/40 split between bingo centre operators and community or charitable organisations is intended to ensure that a substantial proportion of funds raised through the conduct of bingo is directed to community and charitable purposes This is a fundamental requirement that supports the objective of the Gambling Act, which requires that “community and charitable gaming benefits the community or charitable organisation concerned”. 

It is noted that many other forms of gambling prescribe how the benefits derived from that gambling should be distributed. For example, under the Gambling Act, wagering licence and associated instruments provide for a proportion of the benefits of wagering to be distributed to the Victorian racing industry. As gambling is only permitted in accordance with the Gambling Act, the State can direct how the benefits of gambling should be distributed. Nevertheless, it is important to respond to changes to the gambling industry to ensure that benefits are still being directed in accordance with the objectives of the Gambling Act. The department has chosen not to change the 60/40 split as the department considers that any change to the amount may have significant impacts on both bingo centre operators and community or charitable organisations. The department has not engaged in consultation with community or charitable organisations. There is scope to adjust the current 60/40 split in the Regulations consistent with the objectives of the Gambling Act. However, the department considers that changes to the 60/40 split should only be made following a thorough review of the regulation of bingo including broader consideration of any necessary changes to the Gambling Act. Stakeholder views are sought on this approach.
The Proposed Regulations recommend retaining the existing arrangement.

Commercial raffle organisers fees

The Raffles Regulations do not specify a fee limit for a commercial raffle organiser, but do state that a fee must be “fair and reasonable”.

In contrast to bingo centres, there are practical difficulties in specifying controls over fees paid to commercial raffle organisers. During consultation on the Raffle Regulations in 2005, consideration was given to whether payments to commercial raffle organisers could be limited to an amount or share of proceeds. Concerns were raised about these options in consultation. 

The Fundraising Institute of Australia (FIA) observed that using a percentage of the gross receipts of tickets sold in the raffle could be counter to international fundraising best practice if a commercial raffle organiser is also a professional fundraiser. The reason given for this was that the FIA Code of Ethics states that the receipt of remuneration by way of commission or payment in any way related to the amount raised is specifically deemed to be unethical. 

One charitable organisation expressed concerns about price restrictions for raffle services which it considered unlikely to reflect the variations in services required by different charitable organisations. It also considered that price limitations may make the running of charitable raffles no longer cost effective for its suppliers. 

A key factor in this matter is that the range and scale of services provided by a commercial raffle organiser can vary substantially. At one level, a commercial raffle organiser might be contracted to run a local raffle to raise funds for a sports club through local media. At another level, a raffle might be one component of a major marketing and fundraising campaign for a national charity.

Given these considerations, it is not proposed to make specific limits to payments for commercial raffle organisers.

Recommendation

Proposed Regulation 77 remakes the existing 60 per cent limit on expenses that may be paid to bingo centre operators by community or charitable organisations.

6.
Fees

The Gambling Act provides for the regulations to specify fees for various licences and approvals. 

Problem and objective

The regulation of gambling activity involves costs to the government. While governments raise general taxes to fund a wide range of services and activities, there are increasing efforts to recover costs associated with specific activities through more direct means. Where a government activity involves direct benefits for particular people or organisations it is generally preferable to recover the costs directly from those people or organisations, rather than from general taxpayers who may have little connection with the particular function or activity.

This chapter considers the ways to pay for the costs of gambling regulatory functions, particularly those undertaken by the VCGLR. As discussed in chapter 1, the VCGLR performs most of the regulatory functions under the Gambling Act and is the agency levying the prescribed fees. 

Government policy is that fees should be set on a full-cost recovery basis to ensure that efficiency and equity objectives are achieved.

· Efficiency objectives are achieved by fees that accurately reflect the cost of the function being performed when they send signals to the market about the true value of the resources used to perform the function.

· Equity objectives are also achieved through full cost recovery by having those who benefit from the performance of a function pay the costs associated with that function, rather than having those costs paid for by general taxpayers.

In some cases, there may be justification for below cost fees. This includes instances where:

· full cost recovery is impractical

· there are benefits to other entities

· social policy objectives outweigh efficiency objectives

· full cost recovery may be detrimental to the achievement of other government policies.

Objective

The overall objective is to ensure that the costs of regulation are met in the most appropriate way, having regard to the objectives of the Gambling Act and the policy objective that fee setting should support efficiency and equity.

Analysis of high level options

Before considering individual fees it is useful to consider the high level options that might be used for setting fees in the Proposed Regulations. Depending on the particular regulatory function, there are a number of possible options for recovering the government’s costs. These options are broadly assessed in regard to the criteria discussed below. 

Options

In addition to the option where no fees are set and all costs are paid out of general taxation, the following options are considered:

· Recovering costs through supervision charges

· Levying full cost fees

· Levying full cost fees that vary depending on the level of service

· Levying below cost fees.

Criteria 

Four criteria are relevant in assessing the high level fee options, reflecting the policy objectives for fees and the level of simplicity or complexity of fee structures.

	· Efficiency
-
	The efficiency criterion reflects the extent to which the fees provide accurate signals to the market about the costs in involved in regulating their activities.

	· Equity
-
	The equity criterion considers whether and to what degree the fee structure ensures that costs are paid by the people or organisations that benefit from the particular service or whose actions make the service necessary.

	· Administrative burden
-
	The administrative burden criterion is a measure of the administrative effort required to manage the cost recovery arrangement. 

	· Predictability
-
	The predictability criterion considers the extent to which industry entities can predict the levels of costs they will incur as result of seeking a licence or permit.


The weightings for these criteria are:

· efficiency – 35 per cent

· equity – 35 per cent

· administrative burden – 15 per cent

· predictability – 15 per cent.

It should be noted that the efficiency and equity criteria, which are largely determined by the level of cost recovery from the entities applying for licences or permits, are the most important criteria because they are the factors central to the government’s policy objective for full cost recovery from the sectors or entities that generate the need for the function or are the beneficiaries of the performance of the function. They therefore have significantly higher weightings than other criteria.

Analysis

Base option – General taxation 

In the absence of any other means of recovering regulatory costs, the costs would be paid out of general government revenue raised through the levying of general taxes. This means that the regulatory costs would be paid by all taxpayers, depending on their level of contribution to government taxes.

This option is generally not appropriate where the function benefits particular persons, organisations or sectors in the community. It does not support efficiency objectives for the gambling industry because it sends no signals to the participants in the industry about the actual costs of regulating their activities. 

The use of general taxation to pay for gambling regulation rates poorly on equity grounds. People and organisations applying for gambling licences and approvals do so to enable them to raise funds for their own purposes. For commercial ventures, the purpose is to make a profit. 

From an administrative perspective, relying on general taxation to pay for gambling regulatory functions is significantly simpler than other options because it requires no special actions other than higher general taxation levels to pay for gambling regulation.

There are no direct predictability issues in the base option, because gambling industry participants would not pay specific costs for gambling regulation.

The base option always has zero scores, so options involving payments by the affected entities will have positive scores for efficiency and equity. 

Option 1 – Supervision charge

The Gambling Act provides for some gambling providers to pay supervision charges to the government to cover the regulatory costs incurred by the VCGLR. Supervision charges are determined by the Treasurer in consultation with the Minister for Consumer Affairs, Gaming & Liquor Regulation.

The Gambling Act provides for some, but not all, industry sectors to pay supervision charges. Sectors where a supervision charge is levied include gaming venue operators and the licensed public lottery, keno and wagering and betting licensees.

· For venue operators, the supervision charge is calculated annually, based on the actual costs of supervising the industry and levied retrospectively. It includes a fixed component plus a charge based on the number of gaming machine entitlements held by the respective operator.

· For public lottery, keno and wagering and betting licensees, the supervision charge is levied in advance, based on estimated costs, with any adjustments to reflect actual costs included in the following year’s charge.

Supervision charges include all costs and expenses reasonably incurred by the VCGLR in carrying out its functions and powers in relation the relevant industry sectors. In practice, the supervision charge is calculated on the basis of fully recovering the VCGLR’s regulatory costs. To avoid double charging, the supervision charge amounts have netted off the revenues collected from other activity based licence or application fees levied on the relevant participants. Therefore any increase in fees associated with approvals by the VCGLR paid by industry sectors subject to the supervision charge to achieve full cost recovery will, all other things being equal, be offset by a reduction in the annual supervision charge.

Compared with general taxation, supervision charges direct the costs of the VCGLR’s functions to the sectors of the industry that are being regulated. This means that, under this option, the costs of licences and approvals would be paid by the particular industry sectors. Compared to the base option, this provides some improvements in efficiency and equity.

However, while a supervision charge may be well suited to recovering the costs of general monitoring activities for an industry sector, it is less well suited to licensing and approval activities which relate to specific gambling industry providers. 

This option scores negatively for administrative burden, because it requires the VCGLR to monitor the costs of its activities in relation to each industry sector to a greater extent than would otherwise be required and to calculate a set of charges annually. 

Supervision charges are not ideal from a predictability perspective, particularly given the relatively stable nature of the licensing and similar application processes. Venue operator supervision charges are levied retrospectively reflecting the costs of the VCGLR and the capacity for venue operators to predict changes in these charges is limited by their lack of knowledge of the internal operations of the VCGLR. Similar issues are faced by the lottery, keno and wagering licensees, whose charges are paid in advance and adjusted retrospectively.

Option 2 – Full cost fees

Full cost fees are fees that are levied at a level that reflects the actual cost of the activities necessary to perform the function. Fees prescribed in regulations are described as being a certain number of “fee units”. A fee unit is defined in the Monetary Units Act 2004 and the value of a fee unit is fixed by the Treasurer each year. Using fee units allows the monetary value of a fee to increase annually in line with inflation. The value of a fee unit in 2014-15 is $13.24 (and will increase to $13.60 in 2015-16). 

This option provides significantly higher efficiency and equity benefits compared to the base option. It requires each applicant to pay a fee that represents the average cost necessary to consider and determine their application.

The administrative burden for full costs recovery fees is negative compared to the base option because it requires the VCGLR to develop and maintain processes for the receipt of fees. This is a lower burden than for supervision changes, however, as arrangements for supervision changes require continual monitoring of all time spent by each staff member on supervision activities relating to each sector of the industry that is subject to the supervision charge. It also requires VCGLR to calculate the total cost of each supervision charge annually.

Set fees for licences and applications are predictable for industry participants. The fee required for each service is displayed n the VCGLR’s website along with other information about each type of application.

The method used to calculate full costs for gambling licences and approvals is outlined in the “Costing approach” section below.

Option 2a – Varying fee levels

This option is a variation of the full cost fee option (Option 2). In many cases the costs of providing an approval or licence varies from case to case. Sometimes there can be a significant cost difference between an average application and a more complex application.

There are limitations on the ability to set varying fees for a licence or application. Under the Gambling Act, fees are required to be paid when an application is lodged. This means that a variation in fee levels can only be made where there is an objective criterion that can be applied at the time of lodgement to determine the appropriate fee. For example, the Gambling Act provides for a fee to evaluate a gaming machine type or game before it can be used in gaming venues. As the VCGLR advises that the process to evaluate a game is much simpler than evaluating a machine type, different fees can be set on the objective criteria of whether the evaluation is for a machine type or a game.

Where it is feasible to set varying fees, this provides more accurate market signals than a fixed fee. It is also more equitable because it levies higher fees only on entities making more complex applications. This option therefore scores higher than the full fee option where a single fee is set for each approval irrespective of the complexity of each application.

The administrative burden for this option is slightly higher than the standard full fee option. This is because the VCGLR needs to communicate the different fees to applicants, which includes publication on its website and direct advice to applicants about which fee may apply in their particular case. 

Fee variations for any particular licence or approval may create some confusion for some applicants who are unclear which fee applies to them. While this option scores positively for predictability, like the full fee option, its score is reduced marginally to account for this possible confusion.

Option 3 – Below-cost fees

A final option could be to set fees at below cost levels. This would mean that the shortfall in costs would need to be either recovered as supervision charges or from general taxes. The net effect would be some efficiency and equity gains over the base option and the supervision charge, but significantly fewer benefits than full fee options.

It might be thought that there is a rationale for this option because regulations help protect the community from some negative consequences of gambling and therefore have a community benefit component. However, this is a false perception of the legal status of gambling. Gambling is only permitted if it is allowed by the Gambling Act and subject to the conditions in that Act. Regulations set conditions under which entities are permitted to conduct gambling and are not limitations on a general right to conduct gambling.

In regard to the administration burden and predictability, this option scores the same as other fee based options as the number of licence and application types is the same.

Table 6.1:  Costing options for gambling regulation

	Weighting
	General taxes
	Supervision charge
	Full cost fees
	Varying fees
	Below-cost fees

	Efficiency 
35%
	0
	+4
	+7
	+9
	+5

	Equity 
35%
	0
	+4
	+7
	+9
	+5

	Administrative burden
15%
	0
	-5
	-2
	-2.5
	-2

	Predictability
15%
	0
	-5
	+4
	+3.5
	+4

	Weighted score
	0.0
	1.30
	5.20
	6.45
	3.8


Proposed approach

Gambling regulation fees are proposed to be prescribed on a full cost basis and, where possible, at different levels to reflect varying types or levels of complexity.

Costing approach

The process used to determine the costs for each function is the “fully distributed cost” method. This is the most comprehensive costing approach. It calculates all direct and indirect costs involved in performing the function in order to determine the appropriate fee. This method is considered appropriate because the fees apply to a significant proportion of the VCGLR’s activities.

The process used in this review to identify costs has involved detailed interviews with the staff undertaking each process to determine precisely what is required to perform each function efficiently. This included:

· ascertaining the steps necessary to undertake each function 

· identifying the time needed by officers at each relevant Victorian Public Service (VPS) level to perform each step.

For most functions, two calculations were made: one for a normal process and one for a complex process. A complex process is one that involves additional work to determine a matter. This may be because of the nature of the application, because follow-up information is needed from the applicant or because details need to be verified with another agency. 

Average times were calculated by weighting these outcomes according the frequency with which complex processes were required. The process assumes that ratio of complex to normal cases will apply for the duration of the Proposed Regulations.

This required the following calculation:

· the proportion of times when the process is complex

· the time necessary for a normal process

· the time needed for a complex process

· the average time for the particular step using the following formula:

[Normal time] x [% normal] + [Complex time] x [% complex] = [Average time] 

The following table illustrates this for the approval of a gaming machine type. Note that for some steps there is no difference between the times for a normal or complex task
Table 6.2: Illustration of costing approach
	STEP/ PROCESS
	Officer level
	Normal Cases
	Complex cases
	Average time 

(all cases)

	
	
	% of cases
	Average time
(Minutes)
	Proportion of cases
	Average time
(Minutes)
	

	Registration of application
	VPS3
	100%
	20
	-
	-
	20.00

	Check ATF
 report for compliance
	VPS4
	95%
	30
	5%
	150
	36.00

	Questioning ATF & manufacturer
	VPS4
	-
	-
	5%
	40
	2.00

	Visit to ATF to examine machine
	VPS4
	95%
	90
	5%
	120
	91.50

	Visit to ATF to examine machine
	VPS6
	45%
	90
	5%
	90
	45.00

	Assessment prepared
	VPS4
	95%
	30
	5%
	45
	30.75

	Quality assurance
	VPS6
	95%
	15
	5%
	15
	15.00

	Rewrite and changes
	VPS4
	19%
	5
	1%
	5
	1.00

	Decision
	VPS6
	95%
	4
	5%
	10
	4.30

	Send approval & update database
	VPS4
	95%
	6
	5%
	6
	6.00

	 Total Time
	251.55


The cost for each function was calculated as the number minutes of staff time multiplied by the staff costs for relevant officer level, taking account of on-costs, and corporate overheads. The on-cost and overhead factors are as follows
:

· 15.1 per cent for on-costs, including superannuation, the Workcover levy, payroll tax and fringe benefit taxes

· 40.2 per cent for overheads, including costs associated with accommodation, information systems, vehicles, stationery and office requisites.

Calculations for each proposed fee are summarised in tables on the following pages.

VCGLR efficiency improvements

There have been significant changes in the regulation of gambling since the 2005 Regulations were made and this is reflected in the levels of many proposed fees. 

The VCGLR was established in February 2012, under the VCGLR Act, to perform the roles previously undertaken separately by the Victorian Commission for Gambling Regulation and the Director of Liquor Licensing and Responsible Alcohol Victoria. The integration of these functions allows the VCGLR to provide greater efficiency in the regulation of the gambling and liquor industries. 

The VCGLR has also introduced reforms to improve efficiency and streamline its operations in recent years. This includes adopting a risk-based approach to licence applications that allows applications that are low risk and low complexity to be streamlined. It also includes an increased use of online applications. These are discussed in relation to specific fee types in the detailed sections below.

Interaction of fees and supervision charges

It is important to note the interrelation between fees and supervision charges. Supervision charges are essentially calculated as the total costs of performing regulatory functions for the particular gambling sector minus the total fees paid for licences and other approvals by that sector. This means that, in sectors where a supervision charge is levied:

· imposing a new fee for an existing function will reduce the supervision charge

· increasing an existing fee will reduce the supervision charge

· decreasing an existing fee will result in an increase in the supervision charge.

Proposed fees

Table 6.3 lists the proposed fees compared with fees specified in existing regulations. 

New fees

Some new fees are proposed, in line with amendments to the Gambling Act in the 2014 Amendment Act. These are for:

· variations to approved gaming machine types and games

· approvals of new nominees for gaming venue operators

· approvals of new associates for gambling industry participants.

The relevant provisions of the 2014 Amendment Act will be proclaimed to come into operation before the commencement of the Proposed Regulations.

Table 6.3: Proposed fees compared to existing fees (2014-15 values
)

	
	Gambling Act
	Regulation
	Existing fee
	Proposed fee
	Change (%)
	Fee Units

	Gaming Machines, Venues and Licences
	 
	 
	 
	 
	

	Approval of premises for gaming 
	3.3.4(2)
	95
	$5,600.52
	$11,604.54
	107.2
	876.48

	Venue operator’s licence (VOL)
	3.4.8(2)(b)
	97
	$2,125.02
	$2,046.79
	-3.7
	154.59

	VOL - approval of nominee of the licensee
	3.4.14(1)(b)
	98
	$0.00
	$137.34
	new fee 
	10.37

	VOL - renewal
	3.4.16(2)
	99
	$2,038.96
	$1,131.15
	-44.5
	85.43

	VOL - amendment for addition of an approved venue
	3.4.18(1)(b)
	100
	$357.48
	$266.52
	-25.4
	20.13

	VOL - increase number of gaming machines in a venue (< 10%)

	3.4.18(1)(b)
	100
	$6,792.12
	$1,166.93
	-82.8
	88.14

	VOL - increase number of gaming machines in a venue (> 10%)
	3.4.18(1)(b)
	100
	$6,792.12
	$11,604.54
	70.9
	876.48

	VOL - variation of approved gaming machine areas 
	3.4.18(1)(b)
	100
	$390.58
	$112.31
	-71.2
	8.48

	Modification of gaming machine area
	3.3.16(2)
	96
	$0.00
	$112.31
	new fee 
	8.48

	VOL - variation of the days when 24 hour gaming is permitted 
	3.4.18(1)(b)
	100
	$4,322.86
	$11,604.54
	168.4
	876.48

	VOL - specifying days or dates on which 24 hours gaming is permitted
	3.4.18(1)(b)
	100
	$4,322.86
	$11,604.54
	168.4
	876.48

	Application for listing on Roll
	3.4.61(2)(a)
	101
	$5,170.22
	$2,700.54
	-47.8
	203.97

	Amendment of area or venue condition of a gaming machine entitlement
	3.4A.12
	104
	$0.00
	$45.15
	new fee 
	3.41

	Evaluation of gaming machine type
	3.5.4(1)
	102
	$397.20
	$356.61
	-10.2
	26.93

	Evaluation of gaming machine game
	3.5.4(1)
	102
	$397.20
	$159.60
	-59.8
	12.05

	Variation to a gaming machine type or game
	3.5.5
	103
	$0.00
	$142.89
	new fee 
	10.79

	Gaming machine entitlement transfers

(Previously a fixed fee plus additional fee for each entitlement transferred)
	3.4A.15(1)
	105
	$436.92
	$148.81
	-65.9
	11.24

	
	
	
	+$13.24 per unit
	
	
	

	Forfeited gaming machine entitlements that are allocated again

(Previously a fixed fee plus additional fee for each entitlement forfeited)
	3.4A.33(2)(a)
	106
	$436.92
	$177.32
	-59.4
	13.39

	
	
	
	+$13.24 per unit
	
	
	


 (Table 6.3 continued)

	
	Gambling Act
	Regulation
	Existing fee
	Proposed fee
	Change (%)
	Fee Units

	Community and Charitable Gaming
	 
	 
	 
	 
	
	 

	Minor gaming permit
	8.3.12(2)(e)
	107
	$46.34
	$22.98
	-50.4
	1.74

	Amendment of conditions of minor gaming permit
	8.3.17(2)(a)(iii)
	108
	$26.48
	$14.00
	-47.1
	1.06

	Bingo centre operator’s licence
	8.5.3(1)
	109
	$2,025.72
	$2,046.79
	1.0
	154.59

	Renewal of a bingo centre operator's licence
	8.5.11(1)
	110
	$1,880.08
	$1,131.15
	-39.8
	85.43

	Commercial raffle organiser’s licence
	8.5A.5(2)
	111
	$1,979.38
	$2,046.79
	3.4
	154.59

	Renewal of commercial raffle organiser’s licence
	8.5A.12(1))
	112
	$1,833.74
	$1,131.15
	-38.3
	85.43

	Sports controlling bodies
	 
	 
	 
	 
	
	 

	Sports controlling body application
	4.5.12(2)(c)
	113
	$2,601.66
	$2,803.95
	7.8
	211.78

	Calcutta sweepstakes
	 
	 
	 
	 
	
	 

	Calcutta sweepstakes
	2.2.9(2)
	114
	$46.34
	$49.08
	5.9
	3.71

	Gaming industry employees
	 
	 
	 
	 
	
	 

	Gaming industry employee’s licence (GIE)
	9A.1.4(3)(a)
	115
	$158.88
	$68.37
	-57.0
	5.16

	GIE - replacement identification
	9A.1.8(4)(b)
	116
	$26.48
	$10.72
	-59.5
	n/a


	GIE - licence renewal
	9A.1.11(2)
	117
	$66.20
	$45.03
	-32.0
	3.40

	GIE licence - application by casino special employee
	9A.1.21(2)(a)
	118
	$52.96
	$44.89
	-15.2
	3.39

	Associates
	 
	 
	 
	 
	
	 

	Application for approval of a new associate - Natural person
	10.4A.7
	119
	$0.00
	$94.05
	new fee 
	7.10

	Application for approval of a new associate - Entity
	10.4A.7
	119
	$0.00
	$489.35
	new fee 
	36.96


Details of specific fees

The following sections describe the specific fees in detail. The fees are discussed in groups of related matters and include:

· a description of the nature of the fee

· the staff times required to undertake the relevant process for each fee

· a discussion of any significant changes in fee levels or structures

· the net impacts of fee changes considering the number of cases annually

· the annual industry impact of each fee group.

Licences for some operators

The Gambling Act requires that a person or organisation must have a licence to be:

· a gaming machine venue operator (VO)

· a bingo centre operator (BCO)

· a commercial raffle organiser (CRO).

The VCGLR has advised that a similar process is required for each of these licence applications and for associated licence renewals. This is because the approval process for each licence type involves similar set of integrity checks. 

Licence application

The licence application process includes:

· lodgement and receipt of the licence application

· the publication of a notice in a newspaper by the applicant

· in many cases, requesting additional information from the applicant

· receipt and consideration of objections

· consideration of matters relating to the application

· notification of approval or rejection to the applicant.

In regard to requests for additional information, the VCGLR website at www.vcglr.vic.gov.au provides comprehensive explanations of the information required in licence applications along with online forms. However, the amount of information required as part of a licence can be considerable. The VCGLR advises that around half of the licence applications it receives need to be returned to the applicant for completion. This can include providing missing attachments or missing signatures from applicants, associates and nominees. 

The VCGLR has updated its information for applicants to reduce the frequency of incomplete applications and continues to do so. The VCGLR does not anticipate any reduction in the proportion of licences that have to be returns for completion, so the proposed fees reflect the existing return rates.

Matters to be considered in determining an application include whether the applicant is of good repute, particularly considering any past and pending police charges, court findings of guilt (with or without convictions), as well as any bonds and other court orders. In addition, the financial position and background of the applicant is assessed, including their current liquidity and credit status and any past or present bankruptcy arrangements.

The specific tasks undertaken by each officer level relate to the complexity of each task, with more senior officers undertaking more complex tasks, supervising lower level staff and reviewing the matter before a final decision is made. In the case of VO, BCO and CRO licences, most process steps, including initial assessments and preparation of correspondence, are undertaken by VPS Grade 3 officers and financial assessments are undertaken by VPS Grade 5 officers. Supervision and review are undertaken by a VPS Grade 6 officer and final decision and approval is by the Director.

Table 6.4: Costs for VO, BCO and CRO licences

	Rank
	Average time (minutes)

	Hourly rate (2014/15)
	Estimated cost per application per rank

	VPS Grade 3
	767
	$63.19
	$807.51

	VPS Grade 5
	744
	$90.09
	$1,117.17

	VPS Grade 6
	25
	$116.92
	$48.72

	Director
	25
	$171.81
	$71.59

	Sub-total
	
	 
	$2,044.99

	ASIC search 
	 
	 
	$1.80

	Total
	 1561
	 
	$2,046.79


Licence renewal

For the licence renewals, the VCGLR has introduced a simplified process where the applicant is only required to provide details of changes not already recorded. This has reduced the total time required to process a licence and reduced the overall costs substantially.

Table 6.5: Costs for VO, BCO and CRO licence renewals

	Rank
	Average time (minutes)
	Hourly rate (2014/15)
	Estimated cost per application per rank

	VPS Grade 3
	840
	$63.19
	$884.72

	VPS Grade 5
	84
	$90.09
	$126.13

	VPS Grade 6
	25
	$116.92
	$48.72

	Director
	25
	$171.81
	$71.59

	Total 
	974
	 
	$1,131.15


Net fee impacts

Taken together and considering the number of each type of application in an average year, the total change in fees for these licences and renewals per year is estimated to be a reduction of $45,954.

Table 6.6: Estimated net impact of changes in operator licence fees

	Fee type
	Existing fee 
	Proposed fee 
	Fee variation
	Cases 

p.a.

	Net Fees impact

p.a.

	Gaming venue operator’s licence
	$2,125.02
	$2,046.79
	-$78.21
	10
	-$782

	Renewal of gaming venue operator’s licence
	$2,038.96
	$1,131.15
	-$907.81
	48
	-$43,575

	Bingo centre's operator licence
	$2,025.72
	$2,046.79
	$21.07
	1
	$21

	Renewal of a bingo centre operator's licence
	$1,880.08
	$1,131.15
	-$748.93
	1.5
	-$1,123

	Commercial raffle organiser’s licence
	$1,979.38
	$2,046.79
	$67.41
	1
	$67

	Renewal of commercial raffle organiser’s licence
	$1,833.74
	$1,131.15
	-$702.59
	0.8
	-$562

	
	
	
	
	
	-$45,954


Annual industry impact

The annual industry impact is the total change in fees and charges paid by the gambling industry as a result of the proposed new fee levels. In this case, the fee reductions for venue operators will be offset by changes in supervision charges. As bingo centre operators and commercial raffle organisers do not pay supervisions charges, the overall industry impact will be the sum of the annual fee changes for those sectors. 

The combined impact of changes to licence fee for these three sectors is therefore estimated to be a net reduction of $1,597 per year.
Gaming industry employee licences

As discussed in chapter 4, people who perform certain functions with gaming machines are required to have GIE licences. Tables 6.7 to 6.10 summarise the times and costs to process these applications:

· GIE licence 

· GIE licence renewal

· GIE replacement identification

· GIE licence for a person already licensed as a casino special employee.

The consideration of a licence application or a licence renewal involves an assessment of the material provided by the applicant and verification of the information where necessary. It also includes internal processing, record keeping and notification processes.

The VCGLR’s risk-based processes have enabled reductions in processing times for GIE licences. Changes include:

· introduction of online applications

· reductions in personal identification details required with applications

· discontinuing finger and palm print checks.

Table 6.7: Costs for GIE licence

	Rank
	Average time (minutes)
	Hourly rate (2014/15)
	Estimated cost per application per rank

	VPS Grade 2
	77
	$49.68
	$63.50

	VPS Grade 3
	3
	$63.19
	$2.94

	VPS Grade 5
	1
	$90.09
	$1.93

	Total
	81
	 
	$68.37


Table 6.8: Costs for GIE licence renewal

	Rank
	Average time (minutes)
	Hourly rate (2014/15)
	Estimated cost per application per rank

	VPS Grade 2
	46
	$49.68
	$37.84

	VPS Grade 3
	6
	$63.19
	$6.19

	VPS Grade 5
	1
	$90.09
	$1.00

	Total
	53
	 
	$45.03


Table 6.9: Costs for GIE replacement identity

	Rank
	Average time (minutes)
	Hourly rate (2014/15)
	Estimated cost per application per rank

	VPS Grade 2
	13
	$49.68
	$10.72

	Total
	13
	 
	$10.72


Table 6.10: Costs for GIE licence application from a casino special employee

	Rank
	Average time (minutes)
	Hourly rate (2014/15)
	Estimated cost per application per rank

	VPS Grade 2
	45
	$49.68
	$37.38

	VPS Grade 5
	5
	$90.09
	$7.51

	Total
	50
	 
	$44.89


Net fee impacts

The total change in fees for GIE licences and renewals per year is estimated to be a reduction of $202,550. Most of the savings are in the 57 per cent reduction in the costs of over 2,000 GIE applications each year.

Table 6.11: Estimated net impact of changes in GIE licence fees

	Fee type
	Existing fee 
	Proposed fee 
	Fee variation
	Cases 

p.a.
	Net Fees impact

p.a.

	GIE - licence
	$158.88
	$68.37
	-$90.51
	2,083 
	-$188,553

	GIE - licence renewal
	$66.20
	$45.03
	-$21.17
	   325 
	-$6,880

	GIE - replacement identification
	$26.48
	$10.72
	-$15.76
	   446 
	-$7,029

	GIE licence - application by casino special employee
	$52.96
	$44.89
	-$8.07
	     11 
	-$88

	
	
	
	
	
	-$202,550


Annual industry impact

While GIE fees are nominally paid by employees, the VCGLR reports that a small proportion of fees are paid by employers wanting to have staff licensed to perform additional duties. Calculating the impact on gaming venues is complex for this matter, because it is not known how many fees are paid by employees and how many by venue operators. If it is assumed that all fees are paid by employees, the proposed reduction in the fee will reduce the costs to employees proportionally.

As venue operators are subject to a supervision charge for costs associated with supervising the sector, including GIE licensing, reducing the licence fee will result in compensatory changes to supervision charges for venue operators. The existing GIE fee, which exceeds the current cost of processing applications, has effectively resulted in employees subsidising venue operators.

The result of this analysis is that the changes to GIE licence fees will shift costs from employees to venue operators to the extent of around $200,000 per year. The overall impact on venue operators and employees combined is zero because the changes in fees will be reflected in changes to supervision charges.

Approval of venue for gaming machines and significant licence variations

Some applications for gaming venues have significant public impacts that warrant public inquiries by the VCGLR, including public hearings by the commissioners. This includes proposals for new gaming venues and proposals for increased numbers of gaming machines at venues.

The processes and times for all these applications are similar and a common fee level is proposed. The major cost factors include the costs of hearings by the commissioners and the provision of legal and other advice to assist the commissioners.

The VCGLR’s records indicate that the average time taken for a public hearing decreased from 1.42 days in 2011 to one day in 2013. 

The review of these processes has shown that the existing fees do not reflect the true costs to the VCGLR of conducting public inquiries. The previously determined fee levels appear to have been based on conservative time estimates. In particular, they assumed a large proportion of applications would not require public hearings, which has not proven to be the case. 

Fees for small increases in gaming machine numbers
As noted above, where fee levels can be varied to direct costs more accurately, the efficiency and equity objectives are better satisfied. 

Some applications to increase the number of gaming machines do not necessarily require public hearings and it is proposed to prescribe varying fee levels to reflect this difference. 

The VCGLR Act specifies that certain applications must be subject to public enquiries. It requires a public inquiry by the commissioners for an application: 

· to approve the use of a venue for gaming machines

· to increase the number of gaming machines in an approved venue by more than 10 per cent (or an application for a second increase of less than 10 per cent in two years)

· to allow or change days when 24 hour gaming is permitted..

A public inquiry is not necessarily required for a single application to increase gaming machines in a venue by less than 10 per cent. This does not mean that public inquiries are never conducted for applications below the 10 per cent threshold, as the VCGLR has the discretion to conduct a public enquiry and may decide to do so if there are significant public objections to an application. 

As there are few applications that fall below the 10 per cent threshold, it has not been feasible to project how many might subsequently require public hearings, so the fee has been calculated exclusive of hearing costs.

While the level of these fees may impact disproportionately on small venues, it is not proposed to levy a lower fee for small businesses. This is because it is appropriate that businesses pay the costs associated with regulatory functions for their activities. It is also noted that the level of the fees are small in comparison the revenues from gaming machines. chapter 7 considers small business impacts and includes details of gaming machine revenues.

The Proposed Regulations therefore include a lower fee for an application for additional gaming machines below the 10 per cent threshold.

Table 6.12: Premises approvals and VO licence variations with public inquiries

	Rank
	Average time (minutes)
	Hourly rate (2014/15)
	Estimated cost per application per rank

	VPS Grade 3
	602
	$63.19
	$634.15

	VPS Grade 4
	668
	$75.42
	$839.39

	VPS Grade 4/5
	2163
	$82.76
	$2,983.30

	VPS Grade 5
	109
	$90.09
	$163.07

	VPS Grade 6
	22
	$116.92
	$42.83

	Commissioner
	1820
	$215.23
	$6,527.91

	Transcript services
	 
	 
	$413.90

	Total
	5384
	 
	$11,604.54


Table 6.13: Licence variations for additional machines below the 10 per cent threshold

	Rank
	Average time (minutes)
	Hourly rate (2014/15)
	Estimated cost per application per rank

	VPS Grade 3
	229
	$63.19
	$243.93

	VPS Grade 4
	638
	$75.42
	$801.68

	VPS Grade 4/5
	4
	$82.76
	$5.52

	VPS Grade 5
	49
	$90.09
	$72.98

	VPS Grade 6
	21
	$116.92
	$42.83

	Total costs
	941
	 
	$1,166.93


Net fee impacts

The total change in these fees per year is estimated to be an increase of $66,507. This increase will affect venue operators applying for new venues or to significantly increase their number of gaming machines. 

Table 6.14: Estimated net impact of approvals for new venues, increases in gaming machines and changes to 24 hour gaming

	Fee type
	Existing fee 
	Proposed fee 
	Fee variation
	Cases 

p.a.
	Net Fees impact

p.a.

	Approval of premises for gaming 
	$5,600.52
	$11,604.54
	$6,004.02
	2
	$12,008

	Increase gaming machines by less than 10%
	$6,792.12
	$1,166.93
	-$5,625.19
	4
	-$22,500

	Increase gaming machines by more than 10%
	$6,792.12
	$11,604.54
	$4,812.42
	16
	$76,999

	Permit or vary of 24 hour gaming days 
	$4,322.86
	$11,604.54
	$7,281.68
	0

	$0

	
	
	
	
	
	$66,507


Annual industry impact

As these fees apply to the gaming machine industry which is subject to supervision charges that are adjusted for fees, the annual industry impact will be zero. 

The change to the fee structure to better reflect costs will mean that the costs of public inquiries into new venue proposals or for significant increases in gaming machine numbers at venues will be paid by the applicants and not by the broader industry sector.

Transitional issue

Despite the substantial increase in fees for these applications, it is not considered necessary to institute transitional arrangements. These applications relate to infrequent changes to venue operator’s operations, rather than being a normal operational matter, It is not anticipated that the change in fees will alter the number of applications.

Also, the fee increases are small in comparison to the overall costs to applicants, which generally include professional support and representation for VCGLR hearings. Specific information about other costs to applicants is not available.

Gaming machines

The VCGLR sets standards for gaming machines and approves gaming machine types and games for use in gaming venues. A person or organisation can apply to the VCGLR for a gaming machine type or game to be evaluated for approval.

Evaluation of gaming machine type or game

Previously the same fee was specified for the evaluation of a gaming machine type and for a gaming machine game. The VCGLR has indicated that these processes differ and that the evaluation of a game is simpler than evaluating a gaming machine type. It is therefore proposed to introduce varying fees to more accurately reflect the costs of each process and to better support efficiency and equity objectives.

The evaluation of a gaming machine type involves considering whether the machine complies with the national standards, including the specific Victorian provisions. It includes at least one physical inspection of the proposed machine type. An evaluation of a game also involves considering whether it complies with the national standards but usually this does not require a physical inspection.

Table 6.15: Evaluation of gaming machine type

	Rank
	Average time (minutes)
	Hourly rate (2014/15)
	Estimated cost per application per rank

	VPS Grade 3
	20
	$63.19
	$21.06

	VPS Grade 4
	167
	$75.42
	$210.24

	VPS Grade 6
	64
	$116.92
	$125.30

	Total
	252
	 
	$356.61


Table 6.16: Evaluation of gaming machine game

	Rank
	Average time (minutes)
	Hourly rate (2014/15)
	Estimated cost per application per rank

	VPS Grade 3
	20
	$63.19
	$21.06

	VPS Grade 4
	85
	$75.42
	$107.16

	VPS Grade 6
	16
	$116.92
	$31.37

	Total
	121
	 
	$159.60


Variations to approved machines and games

The VCGLR also receives a significant number of applications each year to evaluate variations to approved gaming machine types and games. Previously no fee was set for this service. However, the 2014 Amendment Act will amend the Gambling Act to allow fees to be set for variation evaluations
.

The VCGLR advises that the processes are similar for variations to gaming machine types and variations to games. The process mainly involves checking that the proposed variations are consistent with the national standards and preparing a report on the application.

Table 6.17:  Variations of approved gaming machine types or games

	Rank
	Average time (minutes)
	Hourly rate (2014/15)
	Estimated cost per application per rank

	VPS Grade 3
	20
	$63.19
	$21.06

	VPS Grade 4
	75
	$75.42
	$93.96

	VPS Grade 6
	14
	$116.92
	$27.87

	Total
	109
	 
	$142.89


Net fee impacts

With the reduction in fees for evaluations of games and the introduction of the new fees for variations to approved gaming machine types and games, the net fee impact is estimated to be an average reduction of $6,596 per year.

Table 6.18: Net impact of fees for evaluating gaming machine types and games

	Fee type
	Existing fee 
	Proposed fee 
	Fee variation
	Cases 

p.a.
	Net Fees impact

p.a.

	Evaluation of gaming machine type
	$397.20
	$356.61
	-$40.59
	3
	-$122

	Evaluation of gaming machine game
	$397.20
	$159.60
	-$237.60
	180
	-$42,768

	Variation to a gaming machine game or type
	$0.00
	$142.89
	$142.89
	254
	$36,294

	
	
	
	
	
	-$6,596


Annual industry impact

Applicants for evaluations of gaming machine types and games are entities on the Roll of Manufacturers, Suppliers or Testers. As these are not subject to supervision charges, the annual industry impact is equal to the estimated net fee impact of $6,596.
Other venue operator licence variations

The VCGLR performs a number of additional regulatory functions for venue operators for which fees are prescribed.

Venue operators’ nominees

Where a licensed venue operator is a body corporate, it must nominate a natural person to be its nominee to be responsible for each venue. Previously no fee has been able to be set for this service. However the 2014 Amendment Act will amend the Gambling Act to insert a provision in regard to setting fees for applications for venue operator’s nominees.

The process for approving a venue operator’s nominee involves checking that the person is of good repute, particularly considering past and pending police charges and negative court findings of guilt, as well as any bonds and other court orders.

Table 6.19:  VOL – approval of nominee 

	Rank
	Average time (minutes)
	Hourly rate (2014/15)
	Estimated cost per application per rank

	VPS Grade 2
	18
	$49.68
	$14.49

	VPS Grade 3
	88
	$63.19
	$92.95

	VPS Grade 5
	19
	$90.09
	$28.15

	Sub-total
	
	 
	$135.59

	ASIC search 
	 
	 
	$1.75

	TOTAL
	125
	 
	$137.34


Adding an additional premises to a licence

A venue operator must apply to the VCGLR before being able to add additional premises to their licence. In practice, this generally means that the licensee has purchased another licensee’s business. It should be noted that this fee applies where the particular premises has been previously approved as a gaming venue. 

The process required to process an application to add approved premises to an existing licence includes checking that the application is consistent with the requirements of the Gambling Act and undertaking a financial assessment to check of the funding arrangements for the transfer of business ownership to the applicant.

Table 6.20:  VOL – amendment to add approved premises

	Rank
	Average time (minutes)
	Hourly rate (2014/15)
	Estimated cost per application per rank

	VPS Grade 3
	157
	$63.19
	$165.09

	VPS Grade 5
	36
	$90.09
	$53.31

	VPS Grade 6
	10
	$116.92
	$19.49

	Director
	10
	$171.81
	$28.63

	Total 
	212
	 
	$266.52


Modifications to gaming machine areas

Gaming machine areas need to be approved by the VCGLR for compliance with the Gambling Act. A venue operator may apply for a modification or variation to its gaming machine area under section 3.3.16 or section 3.4.17 of the Gambling Act. 

While previously a fee was only prescribed for section 3.4.17, virtually all applications are made under section 3.3.16. Section 3.3.16 gives clearer direction to the VCGLR for evaluating applications and gives an applicant a right to appeal a decision made by a single commissioner to the full Commission. As a consequence of the fee being specified for section 3.4.17, and not 3.3.16, the VCGLR has been unable to charge a fee to recover its costs
. It is now proposed to correct this matter by specifying the fee under both sections. As the process conducted under either of these provisions is identical, a common fee is proposed. (Appeals under section 3.3.16 are rare and the department assumes that they do not affect costs.)
The review of procedures for approving a modification or variation to a gaming area has shown that the fee level should be considerably lower than previously fee of $390.58. The reduction in costs is possible because approvals are now determined on the basis of information supplied by venue operators without VCGLR staff travelling to view the venue.

 Table 6.21:  VOL – Modification or variation to approved gaming area

	Rank
	Average time (minutes)
	Hourly rate (2014/15)
	Estimated cost per application per rank

	VPS Grade 3
	91
	$63.19
	$95.80

	VPS Grade 5
	11
	$90.09
	$16.52

	Total 
	102
	 
	$112.31


Amendments to location or venue condition

Each gaming machine entitlement is approved to be operated in a particular venue and geographic area. A venue operator may apply to the VCGLR to vary the geographic area or venue.

The VCGLR receives about 30 such applications in an average year, but no fee has previously been specified or charged. It is now proposed that a fee be charged to recover the costs of administering the provision. The processes involved are largely administrative, including checking that the proposed geographic location will not exceed its approved regional cap, updating records and notifying the applicant.

Table 6.22:  VOL – Amendment to geographic or area condition for GM entitlement

	Rank
	Average time (minutes)
	Hourly rate (2014/15)
	Estimated cost per application per rank

	VPS Grade 3
	22
	$63.19
	$23.33

	VPS Grade 5
	5
	$90.09
	$7.51

	Director
	5
	$171.81
	$14.32

	Total
	32
	 
	$45.15


Transfer of gaming machine entitlements

The Gambling Act allows a venue operator to sell or transfer a gaming machine entitlement to another venue operator. Venue operators can apply to the VCGLR to transfer ownership of entitlements via the VCGLR online Entitlement Transfer Market system. The transfer must also be approved by the VCGLR, having satisfied itself that the transfer rules have been met. 

The transfer rules require, among other things:

· the transferee holds a venue operator’s licence

· that any amounts owing to the State in regard to the gaming machine entitlements to have been paid 

· that any geographic area and venue conditions which will apply to the gaming machine entitlements are satisfied.

The existing fee for transferring gaming machine entitlements was calculated in 2012 during the introduction of the venue operator model. Those calculations anticipated a significant proportion of complex cases. Now that the system is operational, the VCGLR advises that far fewer cases are complex than were previously calculated and that the fee can be significantly reduced. 

In addition, the existing fee regime includes a fixed fee plus an additional fee of one fee unit for each entitlement being transferred. The VCGLR advise that their processes are not significantly affected by the number of entitlements being transferred. The proposed fee regime therefore no longer includes an additional per-entitlement component. 

Table 6.23:  Transfer of gaming machine entitlement

	Rank
	Average time (minutes)
	Hourly rate (2014/15)
	Estimated cost per application per rank

	VPS Grade 2
	4
	$49.68
	$2.90

	VPS Grade 3
	37
	$63.19
	$38.44

	VPS Grade 4
	9
	$90.09
	$12.76

	Director
	7
	$171.81
	$20.04

	Executive Director
	7
	$232.24
	$25.16

	Sub-total
	
	 
	$99.31

	Courier costs
	 
	 
	$49.50

	Total costs
	 62
	 
	$148.81


Resale of forfeited entitlements

Under certain circumstances, gaming machine entitlements may be forfeited to the State. This may occur if entitlements are not used within the specified period of six months and a time extension has not been approved by the VCGLR. This may also occur if a venue operator fails to make payments to the State for the entitlements.

If forfeited gaming machine entitlements are resold, the proceeds of the sale must be paid to the forfeiting venue operator less the prescribed cost of the sale and less any amounts or fines owed to the state.

The cost of the sale of any forfeited gaming machine entitlements includes the costs of transfer processes (above), plus costs associated with seeking and obtaining the minister’s approval for the sale. 

Table 6.24:  Resale of forfeited gaming machine entitlements

	Rank
	Average time (minutes)
	Hourly rate (2014/15)
	Estimated cost per application per rank

	VPS Grade 2
	6
	$49.68
	$4.55

	VPS Grade 3
	62
	$63.19
	$65.30

	VPS Grade 4
	9
	$90.09
	$12.76

	Director
	7
	$171.81
	$20.04

	Executive Director
	7
	$232.24
	$25.16

	Sub-total
	 
	 
	$127.82

	Courier costs
	 
	 
	$49.50

	Total costs
	90
	 
	$177.32


Net fee impacts

The net impact of this group of fees is an estimated total average annual increase in fees of $4,352 (see Table 6.25).
Table 6.25:  Net impact of fees for other venue operator licence matters

	Fee type
	Existing fee 
	Proposed fee 
	Fee variation
	Cases 

p.a.
	Net Fees impact

p.a.

	Approval of nominee of the licensee
	$0
	$137.34
	$137.34
	68
	$9,339

	Addition of an approved premise
	$357.48
	$266.52
	-$90.96
	8
	-$728

	Variation/modification of approved areas 
	$0
	$112.31
	$112.31
	130
	$14,600

	Amendment of geographic or venue condition of a GM entitlement
	$0
	$45.15
	$45.15
	29
	$1,309

	GM entitlement transfers
	$436.92

	$148.81
	-$288.11
	70
	-$20,168

	Reallocation of forfeited GM entitlements
	$436.92
	$177.32
	-$259.60
	0

	$0

	
	 
	 
	 
	 
	$4,352


Annual industry impact

As these fees apply to venue operators, which are subject to a supervision charge that is adjusted for fees, the annual industry impact will be zero. 

The Roll

Entities that wish to be listed on the Roll of Manufacturers, Suppliers and Testers of gaming equipment must apply to the VCGLR. (See chapter 4)

The processes involved in applying for and approving an application to be listed on the Roll are similar to those applying to venue operator licences (above). The average cost of a Roll application is somewhat higher than a venue operator’s licence however because of the higher proportion of complex cases.

The VCGLR has indicated that costs for this function have decreased as a result of changes in the types of organisations applying for listing on the Roll. Where earlier applications included more complex applications from large overseas manufacturers and suppliers, applicants are now more likely to be smaller locally based businesses. VCGLR processes now involve fewer instances where verification of information relating to international companies is required from foreign countries. The option of different fees for local and international companies is not practical because the extent of foreign verification varies to different degrees for different applications.

Table 6.26:  Application for listing on the Roll

	Rank
	Average time (minutes)
	Hourly rate (2014/15)
	Estimated cost per application per rank

	VPS Grade 3
	1113
	$63.19
	$1,172.51

	VPS Grade 5
	938
	$90.09
	$1,407.72

	VPS Grade 6
	25
	$116.92
	$48.72

	Director
	25
	$171.81
	$71.59

	Total
	2101
	 
	$2,700.54


Net fee and industry impacts

The previous fee for an application for listing on the Roll was $5,170. This means that the fee will be reduced by $2,470. As there are about five applications per year, this represent a net reduction in total fees paid for Roll applications of $12,348.

Entities on the Roll are not subject to a supervision charge, so the estimated annual industry impact is a reduction of $12,348, which will be paid entirely by new applicants for the Roll.

Community and charitable gaming

A community or charitable organisation must have a minor gaming permit from the VCGLR before it may:

· conduct a raffle with prizes valued above $5,000

· sell lucky envelopes 

· conduct a fundraising event with other forms of gambling.

Tables 6.27 and 6.28 show the proposed fees for minor gaming permits and for amendments to minor gaming permits. These processes are relatively simple administrative processes and this is reflected in the low fees. The processes include checking that the applicant is a community or charitable organisation and that the person nominated to be responsible for the conduct of the activity is of good repute.

An overall reduction in processing costs has been achieved through various efficiency improvements including the introduction of online application forms.

Table 6.27:  Minor gaming permit

	Rank
	Average time (minutes)
	Hourly rate (2014/15)
	Estimated cost per application per rank

	VPS Grade 2
	23
	$49.68
	$19.15

	VPS Grade 3
	2
	$63.19
	$1.58

	VPS Grade 5
	2
	$90.09
	$2.25

	Total
	26
	 
	$22.98


Table 6.28:  Amendment of minor gaming permit

	Rank
	Average time (minutes)
	Hourly rate (2014/15)
	Estimated cost per application per rank

	VPS Grade 2
	16
	$49.68
	$13.24

	VPS Grade 3
	0
	$63.19
	$0.32

	VPS Grade 5
	0.3
	$90.09
	$0.45

	Total
	17
	 
	$14.00


Net fee and industry impacts

The estimated net annual impact on fees paid for gaming permits by community or charitable organisations is a saving of $19,592. Community or charitable organisations are not subject to a supervision charge, so the estimated annual industry impact is also a reduction of $19,592.
Table 6.29:  Net impact of fee changes for minor gaming

	Fee type
	Existing fee 
	Proposed fee 
	Fee variation
	Cases 

p.a.
	Net Fees impact

p.a.

	Minor gaming permit
	$46.34
	$22.98
	-$23.36
	742
	-$17,333

	Amendment to minor gaming permit
	$26.48
	$14.00
	-$12.48
	181
	-$2,259

	
	
	
	
	
	-$19,592


Associates

An entity that is a gambling industry participant must get the approval of the VCGLR for a person to become an associate of the entity. A gambling industry participant includes entities that are licensed to conduct a form of gambling or are listed on the Roll.

The Gambling Act includes a detailed definition of an associate. In general terms, an associate includes a person who holds a financial interest in the entity, is in a position to exercise a relevant power on behalf of the entity or is able to exercise any significant influence over the management of the entity.

The 2014 Amendment Act amends the Gambling Act to allow a fee to be specified for an application to approve an associate. This will allow the VCGLR to recover the costs associated with this function that it performs for the industry.

When considering whether to approve an associate, the VCGLR must consider whether the proposed associate is of good repute, whether they have a stable financial background and whether they are associated with any other persons or bodies that are not of good repute.

The process of approving associates is significantly more complex where the proposed associate is a corporate entity because the approval process involves examining information about the corporation and its directors as well as any closely connected companies. For example, an application for a single person to become an associate may require consideration of one person’s legal and financial circumstances, while consideration of an application for a corporate associate may require consideration of the company as an entity, the suitability of each of the directors of the company as well as any associated companies and their directors. It is therefore proposed to set separate fees, depending on whether the associates are natural persons or corporate entities. 

Table 6.30: Application for approval of new associate – Natural person

	Rank
	Average time (minutes)
	Hourly rate (2014/15)
	Estimated cost per application per rank

	VPS Grade 3
	63
	$63.19
	$65.89

	VPS Grade 5
	19
	$90.09
	$28.15

	TOTAL
	82
	 
	$94.05


Table 6.31: Application for approval of new associate – Corporate entity

	Rank
	Average time (minutes)
	Hourly rate (2014/15)
	Estimated cost per application per rank

	VPS Grade 3
	190
	$63.19
	$200.11

	VPS Grade 5
	192
	$90.09
	$288.21

	Sub-total
	 
	 
	$488.32

	ASIC search 
	 
	 
	$1.03

	Total
	382
	 
	$489.35


Net fee impact

The net fee impact of the introduction of a fee for new associates is estimated to be an increase in fees of $85,815

Table 6.32:  Net impact of fee changes for associates

	Fee type
	Existing fee 
	Proposed fee 
	Fee variation
	Cases 

p.a.
	Net Fees impact

p.a.

	Natural person
	$0
	$94.05
	$94.05
	517
	$48,624

	Corporate entity
	$0
	$489.35
	$489.35
	76
	$37,191

	
	
	
	
	
	$85,815


Annual industry impact

The annual industry impact of the proposed fees for new associates has to be considered in relation to supervision charges. 

Sectors of the industry where a supervision charge is levied are venue operators, lotteries, keno and the wagering and betting licensee. The number of applications for new associates from these sectors averages around 525 per year (over 500 of which are from venue operators). As supervision charges exclude the costs that are recovered as fees, there will be no overall increase in net costs for these industries. However, there will be a shift in the cost burden from industry participants that make few applications to those with above average applications.

Sectors of the industry where there is no supervision charge includes bingo centre operators, commercial raffle organisers and organisations listed on the Roll. Over the four years to June 2014 the average annual number of applications for new associates from these sectors was 68. Approximately two thirds of these applications are for natural persons and one third for corporate associates. This indicates that the likely total annual cost impact on these sectors will be $15,487 (calculated at 45x$94.05 + 23x$489.35).

Sports controlling body

An organisation may apply to the VCGLR for approval as the sports controlling body for a sports betting event. A sports betting provider may only conduct betting on a sports event if it has entered into an agreement with the relevant sports controlling body or if the VCGLR has determined that the sports betting provider may conduct betting on the event.

The purpose of this arrangement is to enable sports controlling bodies to benefit from betting on events they control. Approved sports controlling bodies currently include the following:

· Australian Football League 

· Australian Rugby Union

· National Rugby League

· Football Federation Australian Limited

· Cricket Australia

· Basketball Australia

· Netball Australia

· Tennis Australia

· Professional Golfers Association of Australia.

Applications for approval as sports controlling bodies are not frequent. 

Consideration of a sports controlling body application includes public notification and objections processes similar to those for licences discussed in chapter 4. The VCGLR is required to consider a number of matters in determining an application. This includes whether the applicant has control of or organises the relevant event, whether it has adequate integrity arrangements in place, whether there are clear policies to provide information necessary for the betting market and whether approval of the application is in the public interest. The VCGLR must also consider any written objections from the public before making a determination and the cost of considering public objections is included in the following costs estimate.

The current fee for an application to be a sports controlling body is $2,601.66. The proposed fee, based on an evaluation of existing processes, represents an eight per cent increase.

Table 6.33: Sports controlling body application fee

	Rank
	Average time (minutes)
	Hourly rate (2014/15)
	Estimated cost per application per rank

	VPS Grade 3
	90
	$63.19
	$94.79

	VPS Grade 4
	300
	$75.42
	$377.11

	VPS Grade 5
	390
	$90.09
	$585.61

	VPS Grade 6
	100
	$116.92
	$194.87

	Director
	90
	$171.81
	$257.71

	Executive Director
	120
	$232.24
	$464.48

	Deputy Chair
	90
	$245.72
	$368.58

	Chair
	90
	$307.19
	$460.79

	Total
	1270
	 
	$2,803.95


Net fee and industry impacts

In an average year the VCGLR would receive one application for a sports controlling body pear year. The proposed fee represents a $202 increase on the existing fee, so the net annual fee impact and the annual industry impact are both an increase of $202.
Calcutta sweepstakes

A club may apply for a permit to conduct Calcutta sweepstakes. Applications for Calcutta sweepstakes permits are processed by the Office of Liquor, Gaming and Racing and issued by the Minister for Racing.

Matters to be considered under the Gambling Act are

· whether the club is conducted in good faith

· whether the club has contravened any law relating to gambling an betting

· the type of event for which the application relates.

The process for approving Calcutta sweepstakes is a relatively simple template-based process and the costs are reflected in the following table.

Table 6.34: Calcutta sweepstakes

	Rank
	Average time (minutes)
	Hourly rate (2014/15)
	Estimated cost per application per rank

	VPS Grade 2
	6
	$49.68
	$5.40

	VPS Grade 4
	20
	$75.42
	$27.34

	VPS Grade 5
	10
	$90.09
	$16.33

	Total
	36
	 
	$49.08


Net fee and industry impacts

On average, there are 13 applications for Calcutta sweepstakes each year. The current fee is $46.34, which means that the proposed increase of $2.74 per application represents a total increase in the net fee impact and the industry impact of $36.
Overall impacts

Total Fees

Table 6.35 summarises the total projected fees per year, which is a multiple of the proposed fee level and the frequency with which each fee is projected to arise per year.

Table 6.35: Annual impacts of fee changes

	 
	Proposed fee level
	 Number per year 
	Total fees

	Approval of premises for gaming 
	$11,605
	2
	$23,209

	Venue operator’s licence (VOL)
	$2,047
	10
	$20,468

	VOL - approval of nominee of the licensee
	$137
	68
	$9,339

	VOL - renewal
	$1,131
	48
	$54,295

	VOL - amendment for addition of an approved venue
	$267
	8
	$2,132

	VOL - increase number of gaming machines in a venue (< 10%)
	$1,167
	4
	$4,668

	VOL - increase number of gaming machines in a venue (> 10%)
	$11,605
	16
	$185,673

	VOL - variation/modification of approved gaming machine areas 
	$112
	130
	$14,600

	VOL - variation of the days when 24 hour gaming is permitted 
	$11,605
	0
	$0

	VOL - specifying days or dates on which 24 hours gaming is permitted
	$11,605
	0
	$0

	Application for listing on Roll
	$2,701
	5
	$13,503

	Amendment of area or venue condition of a gaming machine entitlement
	$45
	29
	$1,309

	Evaluation of gaming machine type
	$357
	3
	$1,070

	Evaluation of gaming machine game
	$160
	180
	$28,728

	Variation to a gaming machine type or game
	$143
	254
	$36,294

	Gaming machine entitlement transfers
	$149
	70
	$10,417

	Forfeited gaming machine entitlements that are allocated again
	$177
	0
	$0

	Minor gaming permit
	$23
	742
	$17,051

	Amendment of conditions of minor gaming permit
	$14
	181
	$2,534

	Bingo centre operator’s licence
	$2,047
	1
	$2,047

	Renewal of a bingo centre operator's licence
	$1,131
	1.5
	$1,697

	Commercial raffle organiser’s licence
	$2,047
	1
	$2,047

	Renewal of commercial raffle organiser’s licence
	$1,131
	0.8
	$905

	Sports controlling body application
	$2,804
	1
	$2,804

	Calcutta sweepstakes
	$49
	13
	$638

	Gaming industry employee’s licence (GIE)
	$68
	2083
	$142,415

	GIE - replacement identification
	$11
	446
	$4,781

	GIE - licence renewal
	$45
	325
	$14,635

	GIE licence - application by casino special employee
	$45
	11
	$494

	Application for approval of a new associate - Natural person
	$94
	517
	$48,624

	Application for approval of a new associate - Entity
	$489
	76
	$37,191

	TOTAL ANNUAL FEES (2014-15 values)
	 
	 
	$683,568


Single year impact

The total fees to be paid per year under the Proposed Regulations are $683,568 in 2014-15 values. The precise value of total fees will increase each year as the value of fee units is increased to reflect inflationary changes.

10 year impact

The estimated impact of the proposed fees over the 10 year life of the Proposed Regulations is estimated to be $5.54 million in net present value terms
.

Impact of fee variations

Single year impact

Table 6.35 summarises the net fee impacts and the annual industry impacts from the analysis of each fee group above.

The net fee impact is estimated to be an annual reduction in fees paid by the gambling industry in the order of $130,128.

When the anticipated changes to supervision charges are taken into account, the impact on the gambling industry is estimated to be an annual reduction in costs of $24,408.

Table 6.35: Annual impact of fee changes

	Fee group
	Net fee impact
	Industry impact

	Operator licences (VOs, BCOs & CROs)
	-$45,954
	-$1,597

	Gaming Industry employee licences
	-$202,550
	$0

	Approvals of venues & additional gaming machines
	$66,507
	$0

	Evaluation of gaming machine types and games
	-$6,596
	-$6,596

	Other venue operator licence variations
	$4,352
	$0

	Listing on the Roll
	-$12,348
	-$12,348

	Community and charitable gaming
	-$19,592
	-$19,592

	New associates
	$85,815
	$15,487

	Sports controlling body
	$202
	$202

	Calcutta sweepstakes
	$36
	$36

	Total IMPACT
	-$130,128
	-$24,408


10 year impact

The overall impact of the proposed changes to fees on the gambling industry over the 10 year operation of the Proposed Regulations, in net present value terms, is estimated to be a decrease of $197,970.
7.
Competition and small business assessment

The Proposed Regulations:

· do not significantly disadvantage small businesses compared to large businesses

· are not considered to negatively impact on competition.

Background

The National Competition Policy is given effect through interdepartmental agreements signed by the Council of Australian Governments in 1995, and reaffirmed in April 2007. The National Competition Policy Agreements (“NCPA”) provide requirements for all new legislation adopted by jurisdictions that are party to the agreements. The Victorian Government applies the principles of the NCPA and the provisions relevant to the RIS are outlined below.

Clause 5(1) of the NCPA provides that the guiding principle is that legislation (including Acts, enactments, ordinances or regulations) should not restrict competition unless it can be demonstrated that:

· the benefits of the restriction to the community as a whole outweigh the costs

· the objectives of the legislation can only be achieved by restricting competition.

Clause 5(5) of the NCPA provides that all parties to the agreement require proposals for new legislation that restricts competition to be accompanied by evidence that the legislation is consistent with the principles set out in subclause 5(1). 

An assessment of the impacts on small business and competition was undertaken in developing the Proposed Regulations and is outlined in this RIS.

Impact on small businesses

The impacts on small businesses arising out of the Proposed Regulations are likely to be minimal. The main areas in which there may be a competition impact are examined in more detail below. 

Part 3 of the Proposed Regulations - gaming machines

Part 3 of the Proposed Regulations, which relates to gaming machines, imposes the following requirements on venue operators: 

· Regulation 19 requires venue operators to display the time of day on gaming machines. 

· Regulation 8 requires venue operators to maintain certain levels of lighting in gaming machine areas. 

· Regulations 12 to 14 require venue operators to display player information posters, talkers and brochures. 

· Regulation 20 requires that a gaming machine must be capable of displaying electronic game information. 

· Regulation 20 requires venue operators to display jackpot information and linked jackpot information on gaming machines. 

· Regulation 35 requires venue operators to display responsible gambling signs. 

· The above requirements are the same for both venue operators and the casino. As a result, the absolute impacts of the Proposed Regulations will be the same regardless of the businesses size, however, the relative significance of that effect may be larger for small businesses. 

The proportion of gaming machines operated by small businesses in Victoria is unknown. However, the industry is dominated by venues which operate a large number of gaming machines. As at 30 June 2014, over 90 per cent of venues operated 25 or more gaming machines, and less than one per cent operated less than 10 gaming machines. A table outlining gaming venue revenue and the number of gaming machines is provided at Appendix A. 

Irrespective of the number of gaming machines a venue operates, gaming machines are a significant source of revenue for all gaming venues. In 2013-14, each gaming machine provided an average of $87,330 in revenue to the gaming venue. Although the total costs associated with the proposed requirements are not known, the department considers that they are largely the same as those currently imposed by the 2005 Regulations and it is not expected that the costs are a significant proportion of gaming machine revenue. 

Consultation with venue operator peak bodies did not raise the content of the Proposed Regulations as incurring significant costs. The Proposed Regulations codify practices that existing venue operators have been required to comply with since 2005. If gaming venue operators are compliant with the 2005 Regulations, the Proposed Regulations will not result in venue operators incurring additional compliance costs beyond those that they currently incur.

As the regulations have been in place since 2005, not making the specific regulations would affect only new, or in some cases renovated gaming venues. Where this is the case, it is submitted that the scale of the costs are relatively small to the other costs associated with operating a gaming venue. 

The Proposed Regulations apply across the board to venue operators. In addition, the compliance costs are proportionate to the number of gaming machines in a venue, which means that the costs associated with the Proposed Regulations will be less for smaller venues operating fewer gaming machines. As a result, there are unlikely to be any significant impacts on small businesses. 

Part 3 of the Proposed Regulations - Loyalty schemes 

Regulations 21 and 22 of the Proposed Regulations are consequential amendments that update the current provisions for loyalty schemes to reflect the introduction of pre-commitment from 1 December 2015. As the requirements to provide written statements to players prior to their participation in a loyalty scheme and to provide annual statements are in the Gambling Act, the Proposed Regulations do not impose an additional burden on venue operators. 

Part 3 of the Proposed Regulations - Fees 
· It is noted that the relative significance of the fees prescribed by Part 8 of the Proposed Regulations may be larger for small businesses. In this context it is important to note that the fees prescribed by the Proposed Regulations are for services and activities provided for by the Gambling Act, which give rise to costs to the government. 

· By charging fees based on a full cost-recovery basis, the government is ensuring that appropriate costs are included in the ‘regulated service.’ For example, proposed regulation 115 prescribes a fee for an application to increase the number of gaming machines in an approved venue. The regulation provides for two graduated levels of fees, which involves a higher fee being charged where a public hearing is conducted to determine the application. Whether or not a public hearing is required is determined by Section 27 of the VCGLR Act, which requires applications for an increase in the number of gaming machines by more than 10 per cent to be determined by public hearing. As the fees are calculated on a full cost-recovery basis, a higher fee is charged to account for the increased costs associated with holding a public hearing in these circumstances. 
To the extent that the fees prescribed by the Proposed Regulations impose a cost on small businesses, it is justified on the basis that they represent measures designed to protect the integrity of gambling permitted under the Gambling Act. For example, Proposed Regulations impose fees for applications for specified licences and permits. The approval processes for licences and permits involves a series of checks, which serve essential integrity functions.  

In most cases, the scale of the fees are relatively small when compared to the other costs associated with the operation of their businesses. As stated in chapter 6 of the RIS, a number of the fees were previously prescribed by the 2005 Regulations and in most cases the level of fee has been reduced by the Proposed Regulations. Taking into account the above considerations, the fees prescribed by Part 8 of the Proposed Regulations are unlikely to have any significant effects on small businesses. 

Impact on competition  

Gambling is prohibited unless it is provided for by the Gambling Act. As outlined in chapter 1 of the RIS, one of the main objectives of the Gambling Act is to minimise and reduce the harm caused by problem gambling. As a result, the negative effects of reducing competition in the gambling industry must be balanced against the benefits as a whole from regulating to reduce gambling related harm. 

The Victorian Guide to Regulation provides a checklist for identifying any potential negative impact on competition in the context of a regulatory impact analysis. 

Under the ‘competition test’, legislation is likely to have an impact on competition if: 

· the proposed measure is likely to affect the market structure of the affected sector – for example, it will reduce the number of participants in the market, or increase the size of incumbent firms

· it will be more difficult for new firms or individuals to enter the industry after the imposition of the proposed measure

· the costs/benefits associated with the proposed measure affect some firms or individuals substantially more than others, for example, small firms, part-time participants in occupations

· the proposed measure restricts the ability of businesses to choose the price, quality, range or location of their products

· the proposed measure will lead to higher ongoing costs for new entrants that existing firms do not have to meet

· the ability or incentive to innovate or develop new products or services is likely to be affected by the proposed measure. 

Comments on the gambling markets

While few markets are perfectly competitive, the key characteristics of competitive markets are substitutability of products and services, as well as mobility between buyers and sellers. Mobility between buyers and sellers within a market means that buyers may choose between alternative sellers, and sellers may choose between alternative buyers (that is, a system which emulates a perfectly competitive auction market). It is important to note that there are a range of restrictions on gambling markets which are explored in greater detail below. However, even in accounting for the constraints, competition still benefits recreational gamblers through the provision of new products (such as new gaming machines) to attract customers to a particular venue. 

In relation to the Proposed Regulations, there are several separate markets in the Victorian gambling industry, which are as follows:

· venue operators – providing gaming machines

· casino operator – providing casino table games and gaming machines

· gaming industry employees – performing prescribed duties in gaming venues, for gaming venue operators, bingo centre operators, the monitoring licensee or a gaming machine services provider

· wagering and betting licensee – providing totalisator betting and fixed odds betting

· bookmakers – providing fixed odds betting

· businesses conducting trade promotion lotteries – providing various goods and services

· community or charitable organisations – providing community and charitable gaming to raise money for community and charitable purposes

· bingo centre operators – providing bingo to players and services to community or charitable organisations

· commercial raffle organisers – providing raffles to players and services to community or charitable organisations.

There are limitations on competition in the gambling markets arising from it regulated nature. The majority of restrictions on competition in gambling markets are imposed under the Gambling Act. The Gambling Act prohibits various forms of gambling unless licensed. The Gambling Act also limits the number of licences, permits and authorisations that can be issued and restricts the eligibility criteria for those licences, permits and authorisations.

In many sectors of the market the Gambling Act, by restricting the provision of a type of gambling to a single licensee, effectively establishes a regulated monopoly in that sector. This includes the casino operator for casino table games and the wagering licensee for totalisator betting.

Other sectors of the market may involve greater degrees of internal competition. Competition also exists between gambling market sectors and with other businesses providing recreational activities. These limited amounts of competition may benefit gamblers who can choose between different forms of gambling or between gambling and other forms of recreation.

Noting the competition impacts of Gambling Act are outside the scope of the RIS, the questions in competition test have been applied to the Proposed Regulations. Most of the regulations do not act directly in any of the ways outlined above, and are not considered to negatively impact on competition. However, the way in which a number of the elements is specified can have significant implications for the scope of application of the Act and, therefore, potential competition effects. Any regulation which may be regarded to have impact on competition is considered in the analysis below.

Chapter 3 - Gaming machines 

Applying the competition test to the Proposed Regulations, the only questions that can be answered in the affirmative are three and four. As stated above, the impacts of the Proposed Regulations relating to gaming machines will be the same regardless of businesses sizes (noting they primarily relate to the number of gaming machines). While the significance of the compliance costs may be larger for small businesses, the Proposed Regulations do not impose additional compliance costs compared to the existing regulations and only limited compliance costs compared to the unregulated base case.  

To the extent that the Proposed Regulations restrict the ability of venue operators to choose the range and location of their products, it is justified on the basis that they represent policies that are intended to minimise the harm caused by problem gambling. As indicated in research presented in the RIS, all other states and territories have adopted similar “responsible gambling” measures for gaming venues. Although there is limited evidence to support their efficacy in reducing problem gambling, it is considered by Australian governments that these measures are cost-effective in addressing harms. 

For example, Proposed Regulations 16 and 17 require venue operators to display posters and talkers in gaming machine areas, which means they are unable to display other advertising materials in the same place. However, the Proposed Regulations disseminate information aimed at reducing the harm caused by problem gambling. In addition, it is important to note that the same requirements apply to all venue operators and the casino. As a result, the Proposed Regulations do not have a significant negative impact on competition as large and small businesses are not affected differently. 

Part 3 of the Proposed Regulations - Prescribed connection and prescribed profit 

Proposed Regulations 23 to 27 define the terms “prescribed connection” and “prescribed profits” for the purpose of section 3.2A.7(2) of the Gambling Act. Section 3.2A.7(2) of the Gambling Act provides that an entity must not hold more than 35 per cent of all hotel gaming machine entitlements. 

Applying the competition test to the Proposed Regulations, the only questions that can be answered in the affirmative are one, three and six. The Proposed Regulations will restrict the ability of larger entities to hold gaming machine entitlements. This is likely to affect the market structure, and places restrictions on larger entities to develop new services. 

However, the Proposed Regulations aim to address the market dominance of hotel gaming machine entitlements by a limited number of related entities. Therefore, while the Proposed Regulations are considered to restrict an entity’s ability to hold gaming machine entitlements, this is not considered to negatively impact on competition. It is considered that the Proposed Regulations will have a positive impact on competition and are consistent with national competition policy. 

Part 3 of the Proposed Regulations - Excluded sign corporate logo

Proposed Regulation 36 allows the use of the word “CROWN” and the use of the Crown symbol in advertisements and signs by the Melbourne casino. Applying the competition test to the Proposed Regulation, the only question that can be answered in the affirmative is three. 

All other venue operators are permitted to use their trading name in advertising. This means that venues are able to advertise their business and the services offered by their business that are unrelated to gambling. 
Crown Casino operates under the Casino Act, which involves different arrangements from other venue operators. The Crown Casino is obliged by the Casino Agreement and the Casino (Management Agreement) Act 1993 to maintain its casino and entertainment complex as a world-class facility. The word ‘Crown’ and the spray is a corporate logo of the Crown Casino business. The Crown Casino is a tourist destination, which offers a range of services such as hotels, function rooms, restaurants and other entertainment services. These services are unrelated to gambling. Crown Casino should be able to advertise this broad range of services without specifically advertising or promoting activities relating to gaming machines. 

Part 6 of the Proposed Regulations - sporting or recreational clubs or associations

Regulation 66 of the Proposed Regulations specifies conditions which must be met for a sporting or recreational club or association to be declared a community or charitable organisation. These conditions include that the club or association has a bona fide membership, was formed for a recreational purpose or for the promotion of a sport, has a Treasurer who maintains specified financial records and a constitution which provides that if the body is disbanded its assets will not be distributed to members. 

The Proposed Regulations prescribes additional criteria to those specified in the Gambling Act for the declaration an organisation to be a community or charitable organisation for the purposes eligibility under the Gambling Act for a minor gaming permit. This restriction may impose some opportunity costs on organisations that do not meet criteria and therefore restrict competition. However, the reason for this restriction is to ensure that only organisations of a community or charitable nature benefit from the access provided to fundraising opportunities from minor gaming. Given this, the department considers that the Proposed Regulations are consistent with national competition policy. 

Part 6 of the Proposed Regulations - Conduct of bingo

Part 6 of the Proposed Regulations imposes the following restrictions on the operations of bingo centre operators and bingo permit holders: 

· Regulation 75 prohibits a bingo centre operator from conducting more than one session in the same room at the same time. 

· Regulation 73 imposes conditions on bingo permits regarding the value of prizes, which limits profits from bingo games but protects returns to players. 

· Regulation 77 prescribes expenses at a maximum amount of 60 per cent of gross proceeds for each session of bingo. 

The intent of the Gambling Act is that bingo should only be conducted where it provides community or charitable benefits. It is not intended to be a simple market commodity, where payments to bingo centre operators are determined by market forces or their capacity to set prices. In the absence of the Proposed Regulations, a free market would tend to favour some community or charitable organisations over others. 

Prescribing a maximum amount that a bingo centre operator can charge a permit holder for expenses relating to the provision of bingo helps ensure that the relevant charitable or community organisation benefits from the conduct of the game. In addition, prescribing limits on the number of bingo games a permit holder can conduct increases the opportunity to ensure equity of access to community and charitable fundraising opportunities from bingo games.

The focus of the above restrictions, which address some of the social issues surrounding gambling, is not inconsistent with national competition policy. 

As argued in the RIS the limited restrictions on competition are intended to ensure that the benefits of community or charitable gambling are achieved, and the view has been formed by the department that the benefits outweigh the costs. On this basis, the restrictions on competition imposed by the Proposed Regulations are justified.

Part 8 of the Proposed Regulations - Fees

The fees imposed by Part 8 of the Proposed Regulations are assessed as not being likely to restrict competition. By charging fees based on a full cost-recovery basis, the government is ensuring that appropriate costs are included in the ‘regulated service.’ As noted in chapter 6, the majority of fees have reduced from the 2005 Regulations.

Appendix A – 2013-14 Gaming Venue Operator Summary Statistics

	 
	Gaming Venue Type
	 
	 

	
	Club
	245
	48.23%

	
	Hotel
	263
	51.77%

	
	
	508
	100.00%

	Gaming Venue Region

	
	Country
	190
	37.40%

	
	Metro
	318
	62.60%

	
	
	508
	100.00%

	Gaming Machine Revenue 

	(Range $104,155 - $21,750,522)

	Equal to or more than
	and less than
	 
	 

	$                                     - 
	 $                               200,000 
	               2 
	0.39%

	 $                       200,000 
	 $                               500,000 
	             12 
	2.36%

	 $                       500,000 
	 $                           1,000,000 
	             32 
	6.30%

	 $                    1,000,000 
	 $                           2,500,000 
	           123 
	24.21%

	 $                    2,500,000 
	 $                           5,000,000 
	           148 
	29.13%

	 $                    5,000,000 
	 $                           7,500,000 
	             88 
	17.32%

	 $                    7,500,000 
	 $                         10,000,000 
	             43 
	8.46%

	 $                  10,000,000 
	 $                         12,500,000 
	             31 
	6.10%

	 $                  12,500,000 
	 $                         15,000,000 
	             12 
	2.36%

	 $                  15,000,000 
	 $                         20,000,000 
	             16 
	3.15%

	 $                  20,000,000 
	 $                         25,000,000 
	               1 
	0.20%

	
	
	           508 
	100.00%

	Average Revenue per Gaming Machine

	(Range $220,131 - $3,146)

	Equal to or more than
	and less than
	 
	 

	 $                                     - 
	 $                                 10,000 
	               2 
	0.39%

	 $                          10,000 
	 $                                 25,000 
	             18 
	3.54%

	 $                          25,000 
	 $                                 50,000 
	             97 
	19.09%

	 $                          50,000 
	 $                                 75,000 
	           125 
	24.61%

	 $                          75,000 
	 $                               100,000 
	             90 
	17.72%

	 $                       100,000 
	 $                               125,000 
	             62 
	12.20%

	 $                       125,000 
	 $                               150,000 
	             59 
	11.61%

	 $                       150,000 
	 $                               175,000 
	             33 
	6.50%

	 $                       175,000 
	 $                               200,000 
	             12 
	2.36%

	 $                       200,000 
	 $                               250,000 
	             10 
	1.97%

	
	
	           508 
	100.00%


	 Number of Gaming Machines 

	 (Range  5 - 105) 

	0 
	10 
	2
	0.39%

	10
	25
	50
	9.84%

	25
	50
	211
	41.54%

	50
	75
	130
	25.59%

	75
	100
	95
	18.70%

	100
	125
	20
	3.94%

	
	
	508
	100.00%

	
	
	
	

	NOTES:
	
	
	

	Gaming revenue data is for 1 July 2013 to 30 June 2014
	
	

	Gaming machine numbers as at 30 June 2014
	
	

	Venues which opened or closed during 2013-14 financial year have been excluded. 

	Source: VCGLR, 2013-14 Gaming expenditure by venue 
	
	


8.
Evaluation

The department recognises that an important feature of best practice regulation is for it to be evaluated to ensure that it represents the most appropriate means of meeting the regulatory objectives.

The department notes that in many cases in the Proposed Regulations, there is limited research and/or data to support the evaluation of the effectiveness of existing requirements. In the majority of cases, the requirements imposed in the 2005 Regulations pre-date even those regulations and are not subject to any recent research and/or evaluation.

In chapter 2, the available research relating to the effectiveness of harm minimisation measures imposed by the regulations is presented to the extent possible. As noted, in the review, What is the evidence for harm minimisation measures in gambling venues (Livingstone 2014) there is limited evidence of harm minimisation effects of responsible gambling practices on gambling behaviour. The review noted that “there remains for the most part only modest evidence supporting the harm minimisation (or indeed other effects) of major elements of extant ‘responsible gambling’ practices commonly deployed within gambling venues in Australasia”. 

The review also noted “Existing and widely observed responsible gambling practices, particularly those ‘in venue’, appear to have at best a modest evidence base demonstrating their efficacy. This is not to say that such practices are necessarily ineffective. The absence of evidence around a particular practice does not mean that it has no beneficial effects.”

Chapters 3 to 6 address matters that generally relate specifically to Victoria and are not subject to any significant research that has been identified by the department. It is also noted that compliance data from the VCGLR does not provide any information about the effectiveness of the provisions although the options explored in the RIS have been informed by consultation with the VCGLR and gambling service providers subject to the 2005 Regulations. Consultation with both the VCGLR and gambling service providers confirms that gambling service providers are overwhelmingly compliant with the regulatory obligations imposed by the Gambling Act and the 2005 Regulations.

Consultation with relevant gambling service providers and peak bodies has indicated that the provisions in the 2005 Regulations are largely effective, or at the least, no strong concerns were raised about their operation (with the exceptions noted in the RIS). In general, consultation identified concerns about the requirements imposed by the Gambling Act and the difficulty in reading the regulations. It is important to note that amendments to the Gambling Act are beyond the scope of the RIS and that the department has worked to modernise the regulations and improve their readability. 

Clearly, further research and data would be valuable in assessing the effectiveness of the 2005 Regulations and ensuring best practice regulation in Victoria.

In assessing the effectiveness of the Proposed Regulations, the department’s evaluation strategy will undertake a summative approach. This will assess the overall efficacy of the Proposed Regulations and importantly, capture the degree and nature of the impact of the Proposed Regulations.

DJR’s evaluation strategy will utilise several tools.

As noted in chapter 1, the government has commissioned several studies in recent years focusing on the prevalence of problem gambling in Victoria and the associated health, economic and social impacts.

While these studies have not specifically evaluated the effectiveness of the strategies in the 2005 Regulations, they have collected a considerable amount of data concerning gambling in the State and provided a base from which to prepare and evaluate the Proposed Regulations (particularly relating to prevalence and harm associated with different types of gambling).

The department’s evaluation strategy will also feature continual engagement with key stakeholders relevant to the gambling sector. This engagement will include forums and one-on-one interviews.

The department will also use relevant data and information sources to monitor the effectiveness of the Proposed Regulations. This will include:

· research, studies and evaluation on the impact and effectiveness of harm minimisation measures and responsible gambling requirements

· evaluation of the pre-commitment scheme

· benchmarking information on interstate problem gambling and harm reduction measures 

· working with the VCGLR to obtain data relating to the integrity in the provision of gambling and the distribution of the benefits.

The following sections outline how and when the department will use these sources to evaluate specific measures in the Proposed Regulations.

Chapter 2 - Responsible use of gaming machines

In an attempt to reduce or limit problem gambling associated with the use of gaming machines, chapter 2 of the RIS proposes the implementation of several responsible gambling measures.

These proposed measures are informed by the findings from the following studies.
The department originally commissioned the Victorian Gambling Study: A longitudinal study of gambling and health in Victoria 2008–2012 which is a major study of gambling in Victoria.

The longitudinal study examined changes in gambling behaviour over time and explored the temporal relationship between gambling, problem gambling, health, social and economic factors. It also provides evidence about what factors cause some people to gamble excessively and the factors or assistance that can help people to recover.

The department has also partnered with the VRGF to undertake the 2014 Gambling Prevalence Study (the prevalence study). Data was collected through landline and mobile telephone surveys which include questions on attitudes to gambling, demographic characteristics of gamblers and gambling behaviour. 

The prevalence study provides a snapshot of gambling and problem gambling in the State. To this end, when compared with the findings from the longitudinal study, it represents one test of the overall effectiveness of the government’s regulation of gambling activities in Victoria, including legislation, regulation and policy settings. While data from the prevalence study has not been available to guide the development of the Proposed Regulations, it will provide a base to evaluate the Proposed Regulations.

The department will work with the VRGF to ascertain whether additional measures can be included in a future prevalence study to obtain information on the effectiveness of the measures addressed in chapter 2 of the RIS. It is not possible to insert measures into the current study.

It is expected that these measures could include questions about the use and/or observation of responsible gambling measures (including clocks, player information displays, responsible gambling information) and perceptions about their effectiveness. This may be particularly informative given the introduction of new responsible gambling measures that may impact on perceptions of effectiveness such as pre-commitment.

If this is not possible, the department will work with the VRGF to identify and/or undertake research to evaluate how responsible gambling measures affect gaming machine behaviour, with a focus on measures to combat dissociation, requirements for venue environments and the use of gambling information.

Responsible Gambling Code of Conduct

The Gambling Act requires a ‘relevant person’
 to have a Responsible Gambling Code of Conduct that demonstrates a commitment to fostering responsible gambling. 

In 2014, the Responsible Gambling Ministerial Advisory Council (RGMAC)
 made recommendations on how it could be revised to enable codes of conduct to contribute better to responsible gambling. 

The department is currently developing a standardised evaluation process, including objective, outcomes and performance indicators for the revised codes of conduct which is expected to be completed in 2015.

The implementation of a standardised evaluation process will not only benefit industry in the development of codes of conduct, but also provide a benchmark and set of indicators. The department will work with the VCGLR to include items to measure the provisions in the Proposed Regulation relating to gambling information, loyalty scheme provisions and advertising and signage.

Pre-commitment

The Victorian Government has committed to implementing a voluntary pre-commitment scheme (the scheme) on 1 December 2015. The scheme will allow players to track their gaming expenditure and to set limits on the time and/or money they spend playing gaming machines for a single session and over time.

It will be a mandatory requirement that pre-commitment technology be available on all Victorian gaming machines so that players can access the scheme on any machine, in any venue across the state.

The department has engaged an independent evaluator to undertake an evaluation of the scheme. The evaluation will occur in two stages: pre-implementation (late 2014) to establish a baseline from which to measure the impact of the scheme and inform process improvements where relevant; and post-implementation (early 2016) to determine the impact of the scheme and assess the effectiveness of the measure in achieving its objectives.

The evaluation will provide information about how effective the pre-commitment scheme is in assisting players to control their gambling, how to improve the effectiveness of the scheme and the cost-effectiveness of implementing pre-commitment.

The evaluation will include an analysis of venue level gaming machine revenue data to help inform the impact of the scheme on participation and revenue.

Data from the prevalence study relating to the use and impact of gaming machines throughout Victoria will be used to inform stage one.

The department will use the evaluation findings to assess the effectiveness of the Proposed Regulations including responsible gambling and harm minimisation measures such as on-screen messaging.

Chapter 3 - Fairness in the conduct of gambling

Chapter 3 considers the importance of fairness in gambling in wagering conducted using a totalisator system, community and charitable gaming and trade promotion lotteries as well as the options to maintain fairness.

Data to evaluate the effectiveness of the recommended Proposed Regulations to ensure gambling is conducted honestly and free from criminal influence and exploitation will be limited due to the confidential nature of breach information.

Under the Gambling Act, the VCGLR must not disclose any protected information acquired in performing its functions under the Act. Protected information means information that relates to the affairs of a specific individual including breaches of the Gambling Act or licence conditions.

The VCGLR does, however, release public data relating to the:

· number of licences applied for and approved

· number of prosecutions, warnings and infringement notices issued

· timeliness and costs of licence administration and monitoring

· timeliness and cost of gambling information and advice.
The department will work with the VCGLR to use this data to evaluate the effectiveness of the Proposed Regulations. In addition, the department will continue to monitor industry developments, any changes to interstate regulation, concerns raised by industry participants and members of the public, and the number and type of trade promotion lotteries conducted throughout the term of the Proposed Regulation.

Chapter 4 - Integrity in the provision of gambling

Without proper control, gambling industries can be exposed to improper exploitation that can discredit the industry, undermine public confidence and may support illegal activities that are harmful to the wider community.

The Gambling Act attempts to ensure integrity by restricting access to the industry to people who are not of good repute and by providing for independent scrutiny of gambling activities.

Chapter 4 aims to support high standards of integrity in the Victorian gambling industry.

Similar to chapter 3, the department will work with the VCGLR to assess the application and approval processes for venue, bingo and raffle operators and employee licences and the nature of breaches detected by the VCGLR.

The VCGLR is continuing work on reducing unnecessary red tape burden associated with its licensing of gambling activities. The department and the VCGLR will continue to work on this to ensure that the Gambling Act, the Proposed Regulations and VCGLR’s requirements are specifically and effectively targeted at maintaining the integrity of gambling consistent with the objectives of the Gambling Act. 

Chapter 5 - Distribution of the benefits of gambling

The Proposed Regulations in chapter 5 primarily focus on ensuring that the benefits of gambling are distributed appropriately across the industry, sporting and recreational clubs and community and charitable groups.

In relation to the race fields provisions, the department will continue to work with the Victorian racing industry and wagering service providers to ensure that the notification requirements continue to operate as effectively as possible (noting that the substantive requirements are imposed by the Gambling Act).

In relation to the distribution of benefits from community and charitable gaming, the department has invited comments from affected persons about the current distribution, noting that any changes would be subject to major review process.

Chapter 6 - Fees

The regulation of gambling activity involves costs to the government. While governments raise general taxes to fund a wide range of services and activities, there are increasing efforts to recover costs associated with specific activities through more direct means.

Chapter 6 considers the ways to recover the costs of gambling regulatory functions, particularly those undertaken by the VCGLR which performs most of the regulatory functions under the Gambling Act and is the authority levying the prescribed fees.

The department will work with the VCGLR to monitor the level and impacts of the fees in the Proposed Regulations on an annual basis. If the regulatory activity associated with the prescribed fee changes during the term of the Proposed Regulations, the level of the fee will be reviewed accordingly.
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� “Net expenditure” is the net amount lost by gamblers, calculated as the total amount bet less the total amount won. It is also, by definition, the gross revenue of the operators for each form of gambling.


� Expenditure data on bingo and raffles is not included in this data collection.


� Venue gaming machine numbers are from VCGLR historical data. Melbourne casino numbers are the casino licence limits.


� The expression “recreational gamblers’ refers to people who participate in gambling activities as a recreational activity with little risk of becoming problem gamblers.


� Based on total gross revenue of $2,490 million in 2012-13.


� The meaning of “adequate” was not defined in the survey and is taken to be the subjective opinion of each respondent.


� Average lux level without regulation is assumed to be 40 lux – which is the Australian/New Zealand interior and workplace lighting standard (AS/NZS1680.2.2) for areas rarely visited where lighting is only required to aid movement and orientation and is assumed to be a reasonable minimum level that would be provided by venues in the absence of regulation.


� Calculations of electricity costs are based on the following assumptions:


The area illuminated at the specified level per gaming machine is three square metres


Lighting used in fluorescent at an average illluminance of 60 lumens per watt


Venues operate 20 hours per day for 365 days per year


Electricity costs average $30 per kilowatt-hour.


� See the VGRF website at www.responsiblegambling.vic.gov.au. 


� Costs of player information material are estimated at 2014 values.


� The Queensland tests in 2013 utilised an error message channel on machines using QCOM protocols. QCOM protocols are only used in recent Victorian machines, which are a minority of machines. The Queensland test encountered some technical difficulties, including limitations on control over presentation and consistent screen locations.


� “Linked jackpot arrangements” involve gaming conducted through two or more machines that are linked.


� Under the 2005 Regulations, a “small raffle” is defined as a raffle with prizes of no more than $500 and drawn on the same day.


� The 2005 Regulations require the names of winners of prizes worth more than $1000 in a TPL to be published in a newspaper circulating generally in Victoria, or on a website for a minimum period of 28 days, or in any trade journal, promotional magazine or a similar publication where the TPL was advertised.


� This provision provides protection to entrants not covered by privacy legislation and has greater consequence.


� Based on a cost of $62.74 per 4 lines per column, where a large notice is 48 lines and a small notice is 20 lines.


� Consideration was given to whether the regulations should be amended to specify that a GIE licence could only be approved if the person would be performing a specified duty. That was dismissed as impractical because it would require the VCGLR to determine what duties a person may perform in the future.


� Based on Victorian average weekly earning of $1,396.60 in November 2014 for a 38 hour week.


� Net present value is calculated using a 4 per cent discount rate. 


� The regulations allow the VCGLR to specify a jackpot prize pool limit of less than 4 per cent. This is a reserve power that has not been used and is not expected to be used.


� ATF refers to an “Accredited Testing Facility” that evaluates equipment or systems before recommending them for approval by the VCGLR.


� Figures used for on-costs and overheads are derived from the financial records of the VCGLR.


� The monetary values of all fees will be higher in 2015-16 reflecting the increase in the value of a fee unit (which is fixed annually by the Treasurer for each financial year under the Monetary Units Act 2004). The value of a 2015-16 fee unit has been fixed at $13.60, which means that from 1 July 2015 the dollar value of the fees in table 6.3 will increase by approximately 2.7%.


� The ten per cent threshold for determining the appropriate fee for increases in gaming machine numbers at a venue is explained on page � PAGEREF _Ref417475055 \h ��115� below.


� The estimated costs of a replacement identity for a GIE are less than the value of one fee unit. Under section 8(1) of the Monetary Units Act 2004, the regulations cannot specify a fee unit value below one. This issue will be addressed by specifying the dollar value of $10.72 in the Proposed Regulations, noting that section 8(1)(d) of the Subordinate Legislation Act 1994 allows an annual increase in fees up to the rate of increase approved by the Treasurer for fee units without requiring a regulatory impact process. Increases in the fee level to reflect costs increases during the period of the Proposed Regulations will be achieved by making amendments to the regulations.


� Some figures in the following tables may not sum because of rounding.


� Times are displayed in whole minutes but underlying calculations include fractions.


� The number of cases per annum is the estimated average number per year over the ten year operation of the Proposed Regulations. The estimates are based on historical data, adjusted where appropriate to reflect known or anticipated trends. (Licence renewals are based on the number of applications projected over the next 10 years).


� The net fees impact of each fee is calculated as the multiple of the number of applications per year (“Cases p.a.”) multiplied by the fee variation. 


� There have been no applications for 24 hour gaming under this provision to date and it is not anticipated that there will be any future applications as the industry has largely recognised the requirement for a four hour break every 20 hours as a responsible gambling measure. A fee is required in the unlikely event that an application does arise.


� The relevant provisions in the 2014 Amendment Act will be proclaimed to coincide with the commencement of the Proposed Regulations.


� It is expected that all applications will be under section 3.3.16 and a fee is specified for section 3.4.17 as a precaution in case any future application is made under that section.


� Current fee estimates for transfers/reallocations of gaming machine entitlements include the fixed fee component of 21 fee units plus one fee unit per entitlement for an average of 12 entitlements per transaction.


� It is not anticipated that there will be reallocation of forfeited gaming machines.


� Net present value is calculated using a 4 per cent discount rate.


� The Gambling Act defines a ‘relevant person’ as a venue operator, the holder of a wagering licence, a wagering operator, a wagering and betting licensee, a registered bookmaker, a public lottery licensee, a keno licensee, the holder of a commercial raffle organiser, a bingo centre operator, a casino operator and the holder of an interactive gaming licence.


� Established under the Gambling Act, the RGMAC comprises members from the gambling industry, academia, local government and community groups.





	
	
	

	
	
	



