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EXECUTIVE SUMMARY

The purpose of this report is to inform Rodney District Council and other stakeholders of
relevant facts on the social and economic impacts of class 4 gambling in the Rodney District as
part of Council’s 2010 policy review process.

Background

Most electronic gambling machines (pokie machines) in New Zealand are operated under a
charitable model, whereby gaming trusts own and operate machines for philanthropic
purposes. The exception is chartered clubs, sports clubs and RSAs that can own and operate
machines for the benefit of their membership, and casinos which are commercial operations.

The Gambling Act 2003 seeks to balance the positive aspect of community funding against the
negative consequences of gambling for a minority of people. The Act requires Rodney District
Council to have a policy on whether or not additional bars and clubs should be allowed to install
pokie machines. The policy may specify a maximum number of gambling machines for any
additional venues up to the legal limit. Council must also have a policy on whether or not new
TABs may be established in the District.

Rodney District Council's current Gambling Venue Policy states that the number of class 4
gambling venues in the District is capped at the number operating as at 19 September 2003 (ie,
38 venues). In the period since Council introduced its policy, the number of pokie bars and
clubs has dropped to 26 and the total number of pokie machines in the District has fallen by
21%. Of the twelve venues that have stopped operating pokie machines since 2003, most
were clubs with only a small number of machines (eg, Helensville District Golf Club and
Hibiscus Coast Outboard Boating Club).

Since Council’s last policy review in 2007, three venues have discontinued their pokie
machines — Babalu's Bar in Whangaparaoa, Waimauku RSA and the Kumeu Club. According
to DIA records, from September 2009 the number of pokie machines at Huapai Golf Club was
increased from 3 to 6, and the ownership of these machines was transferred from Huapai Golf
Club Inc to Kumeu Club Inc.

Applications for any new venues would be considered by Council in accordance with its current
Gambling Venue Policy. Successful applicants would be allowed a maximum of six machines
and may not be closer than 50 metres of a residential area.

Review of Gambling Venue Policy

The Gambling Act requires Council to review its Gambling Venue Policy every three years. In
undertaking the review, Council must have regard to the social impact of gambling within the
District and any other matters. Details of the 2007 policy review process are available from
Council's Saocial Policy Advisor.

Three broad options exist for revising Council’s policy:

1. Status quo — Cap. An upper limit on the number of gambling venues and/or machines.
Council staff may only issue new consents so long as the number is below the cap. Any
competing applications would be selected by ballot.

2. Sinking lid. Under this policy no consents would be issued for new class 4 gambling
venues or TABs. If an existing venue lost its license to operate pokie machines, no new
venue could apply for consent to replace it.

3. No cap — This would allow applications for new venues and/or increased machines at
any eligible venue (up to the legal limit).
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As a matter of interest, over the past three years an increasing number of local authorities in
the Auckland Region have adopted a ‘continuous sinking lid’ policy, most recently adopted by
Waitakere City Council in November 2009. Under this type of policy there are no new consents
given for venues or machines if a venue closes or relocates. Hence, the numbers of machines
is gradually reduced over time through a process of attrition.

Benefits and Costs of Class 4 Gambling
Benefits
1. Fundraising

Pokie machine gambling in the Rodney District raises at least $4.4 million of grants per year for
charitable purposes, including grants for sports, education, health and many other community
activities. The real value of grants is likely to be much higher due to multiplier effects relating to
the beneficiaries of funding, for example, benefits to the families of people receiving palliative
care that is funded by gambling expenditure, or sports facilities provided through gambling
monies.

The funding available from pokie machines in the Rodney District in 2008/09 is approximately
$1.4 million per annum less than 2003 levels. This is due to a declining number of venues and
machines, and reportedly also due to diversion of expenditure to other modes of gambling (eg,
Lotteries Commission products).

According to the results of a 2005 survey of gambling machines operators throughout New
Zealand, approximately 47% of class 4 gambling proceeds (net of venue expenses and taxes)
are distributed to sports/physical recipients, 40% to social/community services, 4% to arts and
culture, 4% to heritage/conservation and the remainder to various other types of recipients.
More recent grants information compiled for Rodney District Council by PGFNZ suggests that
these proportions would be similar in the local Rodney area (excluding grants to the racing
industry).

Many clubs, sporting and community organisations are reliant on gambling proceeds for their
viability, especially during the current financial crisis and economic recession when funds from
other sources are under pressure. Benefits accruing to community and voluntary organisations
as a result of class 4 gambling proceeds include being able to focus on the core purpose of
their organisation rather than expending substantial efforts on fund raising.

Note: Not all class 4 gambling proceeds raised within the Rodney District necessarily go toward
local charitable purposes, as some funding applicants may reside outside the District. Based
on 2008/09 grants information compiled for Rodney District Council by the Problem Gambling
Foundation of New Zealand (PGFNZ), we calculate that the scale of this leakage could be in
the vicinity of $600,000 per annum. In other words, pokie machine gambling in the Rodney
District should theoretically be raising a total of approximately $5 million of grants per year for
local charitable purposes, not $4.4 million as is currently the case.

Also note that a substantial proportion of proceeds from Class 4 gambling in the Rodney

District has historically gone to the racing industry rather than toward charitable purposes, but
this situation has now changed as these transactions come under greater scrutiny by the DIA.
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2. Income and employment

Rodney District’s pokie bars and clubs earn an estimated combined income of $3.2 million per
annum (ie, approximately $180 per machine per week in venue reimbursements and club
expenses) and employ approximately 65 people as a direct result of class 4 gambling.

3. Entertainment value

The entertainment value of class 4 gambling in the Rodney District is worth an estimated $13.6
million per year, based on the amount that people spend each year on pokie machines in the
District. This expenditure is distributed three ways between venues, taxes and funding for
charitable purposes.

Costs
1. Possible diversion of income and employment

Offsetting the income and employment aspects of class 4 gambling, there may be economic
opportunity costs associated with diverting expenditure from other industries with higher labour
intensity, higher wages and greater flow-on effects to local industries. No research information
on these opportunity costs is currently available for New Zealand, however an Australian study
estimated that these economic opportunity costs could be substantial. There is also some tax
leakage (ie, administrative costs) associated with gambling activities, but the marginal effect on
the overall Rodney District economy is likely to be negligible.

2. Private and social costs of problem gambling

The majority of people who gamble as a leisure activity feel no ill effects beyond their private
losses. However, for some individuals, frequent and prolonged use of pokie machines can lead
to compulsive gambling problems. There is evidence that the intermittent gratification from
gambling machines is more addictive than other forms of gambling. Problem gambling is
characterised by symptoms such as loss of control over one’s gambling, preoccupation with
gambling and lying to people to conceal the extent of gambling. A disproportionate amount of
the social cost is borne by welfare beneficiaries and low-income groups, including M ori and
Pacific Island families (refer “Gambling Impact Assessment for Seven Auckland Territorial
Authorities” 2004). Survey results show that people with higher relative gambling losses have
worse physical health, worse mental well-being, poorer relationships with family/friends, poorer
feelings about self, poorer overall quality of life, lower overall satisfaction with life, poorer
material standard of living, poorer study/training performances, are less likely to be employed,
and are more likely to be associated with criminal behaviour (refer “Assessment of the Social
Impacts of Gambling in New Zealand” 2008).

The number of current problem gamblers residing in the Rodney District is estimated at
between 560 and 1,050 people (ie, 0.8% to 1.5% of the adult population). However, these
figures are contentious due to difficulties in defining problem gambling and identifying problem
gamblers. These figures may be considered conservative. For example, research undertaken
by the Centre for Social and Health Outcomes Research and Evaluation (SHORE) with regard
to ‘Assessment of the Social Impacts of Gambling in New Zealand’ (January 2008) found that
approximately 3% of the adult population were ‘heavy gamblers’ (defined as spending more
than 3 hours per week and/or at least 5% of their income on gambling). Of these,
approximately 50% of males and 75% of females reported pokie machines as their primary
mode of gambling. This would indicate that between 1.5% and 2.25% of the adult population
use pokie machines for ‘heavy gambling’, although this definition is not necessarily the same as
that for ‘problem gambling’ or ‘pathological gambling’. Research also indicates that five to
seven other people can also be affected by the behaviour of a single problem gambler.
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The illegality of supporting horse racing through g ambling machines

A topic of interest to Council during the current review cycle is that of fundraising through
gambling machines to support the horse racing industry. The issue has gained some media
attention over the past year. The first legal case to clarify the issue was heard in late 2008
(Travis Trust v Charities Commission). The judgment stated that the promotion of horse racing
generally is not charitable and the Department of Internal Affairs has subsequently signalled
that it will be enforcing this judgment.

According to grants information recently compiled for Rodney District Council by PGFNZ, the
main type of pokie grant to Rodney District in the period October 2008 to September 2009 was
in fact to the racing industry, comprising 36% of total local grants from gambling machine
societies. In particular, grants of close to $1.3 million went primarily to the Kumeu District
Trotting Club Inc. This has now changed as such transactions come under greater scrutiny by
the DIA. The Department announced in late 2009 that it was taking legal action against the
three gambling machine societies that have been previously supporting the Kumeu District
Trotting Club and other harness racing clubs in the upper North Island.

Risks and opportunities associated with funding spo rts through gambling machines

A broader topic of interest to Council during the current review cycle is that of fundraising to
support sports generally. This was the focus of a speech by the Deputy Secretary of Internal
Affairs to a Sport and Recreation New Zealand (SPARC) Conference in June 2008. Key points
from the speech include the following:

Money from gambling is an important source of funding for sport. However, the
Gambling Act requires separation between gambling trusts, gambling machine venues
and grant recipients. It also requires the application and distribution of grants to be
transparent.

Risky actions include:

- Inappropriate use of gambling funding for individual sports professionals and
professional club expenses.

- Arrangements between sports organisations and venue operators (pubs) that are
designed to guarantee funding to the sporting organisations from the trusts whose
machines are operated at the venue. Some of these can be quite sophisticated
arrangements that might, in tax terms, be regarded as avoidance — and therefore
against the spirit of the Act.

- Sporting groups conferring naming rights or other benefits on gambling machine
societies in return for grants.

Another development the DIA is watching closely is the creation of gambling machine
societies with close associations to particular sporting codes or sporting franchises.
These are often referred to as end user trusts. Such trusts tend to narrow the breadth
of grant-making in an overall sense.

APR Consultants Ltd Vi



Social Impacts of Class 4 Gambling in the Rodney District (2010 update)

Conclusion

Council’s challenge is to acknowledge the benefits of community funding from pokie machines
and respect the rights of the majority to gamble, but also mitigate the social costs of problem
gambling. The table below summarises the estimated benefits and costs of class 4 gambling in
the Rodney District as at December 2009.
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1.0 INTRODUCTION

The purpose of this report is to inform Council and key stakeholders about the social impacts of
class 4 gambling. Under the Gambling Act 2003, Council must have a policy on class 4
gambling venues. Under the Racing Act 2003 Council must also have a Racing Board (TAB)
venue policy. Relevant sections of the legislation are shown in Appendices 1 and 2. Council’s
current policy is summarised in Appendix 3.

The term “class 4" refers to the duration and frequency of gambling opportunities and potential
for social harm. Class 4 gambling is defined in the Act as involving the use of an electronic
gambling machine (commonly referred to as a poker machine or pokie machine) outside a
casino. Class 4 gambling may only be conducted by a club or society and only to raise money
for authorised community purposes.

Not all class 4 gambling venues require Council consent. Existing venues licensed prior to 17
October 2001 do not require approval to continue their operations, provided they are not
increasing the number of machines on their premises. Venues that do require consent are:

Any prospective class 4 gambling venue not licensed on or before 22 September 2003.

Any existing class 4 gambling venue whose licence has lapsed for 6 months and which
is seeking reinstatement.

Any existing class 4 gambling venue which is applying to increase its gambling
machines from the number licensed as at 22 September 2003.

The Gambling Act requires Council to review its Gambling Venue Policy every three years. In
undertaking the review, Council must have regard to the social impact of gambling within the
District and any other matters. This report presents information about the positive and negative
impacts of class 4 gambling. It updates a previous report compiled for Rodney District Council
in May 2007.

This report begins with a national overview and local context, and then discusses the private
and social effects within the Rodney District. Newly available information since the earlier 2007
research includes more accurate expenditure statistics at the district level through electronic
monitoring introduced during 2007/08.

Due to the difficulty in quantifying positive community outcomes from philanthropic funding, the
levels of uncertainty around problem gambling rates and the pervasiveness of both the positive
and negative impacts of gambling, this report does not offer any definitive conclusions or
recommendations. Ultimately the choice of policy for the Rodney District should be determined
by community values, taking into account prevailing information and opinions.
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2.0 GAMBLING IN NEW ZEALAND

Since the late 1980s there has been a proliferation of different forms of gambling, driven by
technological progress and policy change (refer Table 1). Gambling is today a relatively
normalised activity and an estimated 62% of the adult population participates in some form of
gambling in any given year (refer ‘Assessment of the Social Impacts of Gambling in New
Zealand’, January 2008). New Zealanders have been increasingly participating in pokie
machines and online gambling, which provide opportunities for frequent and prolonged

gambling.
Table 1: History of Gambling in New Zealand 1929-20 09
Year Description
1929 Golden Kiwi lottery commences
1951 TAB commences
1951- Most gambling opportunities involve a visit to the TAB or track, or buying a Golden Kiwi ticket. Others
1987 include community fundraising (eg, housie/raffles) and amusement parlour games
1987- Lotto introduced 1987
1997 Electronic gambling machines introduced 1988
Instant Kiwi introduced September 1989, replacing Golden Kiwi
Lotto Strike introduced March 1993
Daily Keno introduced October 1994
Christchurch Casino opens November 1994
Auckland Casino opens January 1996
Telebingo introduced July 1996
Sports betting introduced 1996, managed by the TAB
Also over this period:
Gambling machines become available in clubs/hotels/bowling alleys
National increase in gambling machine licenses approved from approximately 8,000 to 15,000
Maximum number of gambling machines per site increased from 12 to 18
Jackpots from gambling machines raised from $100 to $500
7-day horse and/or dog racing introduced
Trackside TV channel introduced
Pub TAB'’s introduced
Telephone gambling games introduced
1997- Gamblmg machines account for more than half of all gambling expenditure in New Zealand
2003 Casino room formats are set up in pubs, incorporating both TAB and gambling machines
TAB betting on the internet commences June 1998
TAB phone bets make up more than one-third of the TAB'’s total racing and sports turnover
Licensing approval is granted for two casinos in Queenstown, one in Dunedin and one in Hamilton
Proliferation of new gambling websites on the Internet
NZ Lotteries Commission introduces Lotto Powerball
Keno extended to Saturdays and Sundays
NZ Lotteries Commission introduces a second Bonus Ball to Lotto
2003 Gambllng Act 2003 is adopted to:
Control the growth of gambling
Prevent and minimise the harm caused by gambling, including problem gambling
Ensure the integrity and fairness of gambling opportunities
Ensure that money from gambling benefits the community
Facilitate community involvement in decisions about the provision of gambling
2004 to | Keno extended with a 1pm and 6pm draw every day of the week
2009 NZ Lotteries Commission introduces a range of new products (eg, Big Wednesday and Winning Wheel)

and announces plans for Internet gambling

Lotto First Division is now at least $1 million every week; Second Division Prize has increased from an
average of $4,000 to an average $20,000; average prize values in all other Divisions also increase;
second Bonus Ball phased out due to customer demand for simplicity

Gambling is recognised as one of the largest sources of turnover on the Internet, at an estimated
minimum US$10 billion globally per annum, and possible much higher

Number of non-casino pokie machines falls from 25,221 (Sept 2003) to 20,302 (Mar 2007) following the
introduction of a new regulatory environment under the Gambling Act 2003. Numbers have subsequently
fallen to 19,359 as at December 2009.

Sources: Adapted from Gambling Problem Helpline Services website; Ord Minnett 1998 Gambling
Sector Review; Statistics New Zealand, 1999; New Zealand Lotteries Commission website; Department
of Internal Affairs website.
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2.1 Gambling Regulation in New Zealand

Most pokie machines in New Zealand are operated under a charitable model whereby gaming
trusts own and operate machines for philanthropic purposes. The exception is chartered clubs,
sports clubs and RSAs which own and operate machines for the benefit of their members, and
casinos which are run as commercial operations. Gambling legislation aims to maximise the
community benefits from the proceeds of gambling while minimising harm from problem
gambling. Under the Gambling Act, territorial authorities have the ability to place restrictions on
the location and scale of any proposed new class 4 gambling venues and TABs. Other
agencies responsible for different aspects of the Act are shown in Table 2.

Table 2: Key agencies responsible for administering the Gambling Act 2003
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Source: Adapted from information on the Department of Internal Affairs website, accessed 10 July 2006.

Detailed Game Rules issued by the Department of Internal Affairs define how each venue
should operation its machines, handle cash and banking, ensure all key events are recorded
and respond to player issues. Harm minimisation regulations specify how venues should
manage their statutory obligations to have trained staff on duty to deal with possible problem
gamblers. From approximately March 2007 all individual bets in non-casino gambling machine
have also been recorded and monitored by a nation-wide electronic monitoring system (EMS).

2.2 Pokie Machine Numbers and Expenditure

As at 31 December 2009 there were 19,359 pokie machines in bars and clubs throughout New
Zealand (refer Figure 1), plus an additional 2,800 pokie machines in the six casinos. Non-
casino pokie machines are based at approximately 1,500 venues including hotels, pubs, RSAs,
sports clubs, restaurants and other venues. Since the passing of the Gambling Act 2003 the
number of machines and class 4 venues has decreased. A higher proportion of venues now
have higher numbers of machines on-site because smaller, less viable venues cannot be
sustained under regulatory constraints. Increased fixed and direct costs imposed under new
licensing requirements, including electronic monitoring, have resulted in less pubs and clubs
having pokie machines.
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Figure 1: Pokie Machine Numbers in New Zealand —Ju  ne 1994 to March 2007
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Source: Data from Department of Internal Affairs website, accessed 14 December 2006, 23 April 2007
and 23 February 2010. Note: Pokie machine numbers in New Zealand peaked at 25,221 in September
2003, the month the Gambling Act 2003 was passed into law.

Recent expenditure trends over the 2007/2008 period are summarised on the DIA website as
follows:

In 2007/08 gambling expenditure (player losses) increased by less than one percent (by
0.71%, from $2.020 billion to $2.034 billion). This was a result of increases in
expenditure on Lotteries Commission products, racing and sports betting and casino
gambling. The 2007/08 figure was below the peak expenditure figure of $2.039 billion
in 2003/04, even without adjusting for inflation.

Non-casino gaming machine expenditure decreased by 1.28%, from $950 million to
$938 million. This reversed the increase in expenditure of 5% in 2006/07. Expenditure
on non-casino gaming machines had previously peaked at $1.035 billion in 2003/04.
Expenditure on racing and sports betting increased by 1.43%, from $269 million to $273
million. This continued the recent growth in racing and sports betting of 4.5% in 2006
and 4.2% in 2007. The 2007/08 nominal figure was the highest ever for racing and
sports betting. However, when inflation is taken into account, expenditure was still
behind the $232 million figure of 1989 (which was for racing only).

Expenditure on Lotteries Commission products increased by 4.67%, from $331 million
to $346 million. This was an increased level of growth compared to the previous year,
which saw a 3% increase. Although this was the highest ever expenditure figure for the
Commission in nominal terms, adjusting for inflation, expenditure would still be below
the peak of $288 million in 1998 and 1999.

Casino gambling expenditure (which includes casino gaming machines) increased by
1.59%, from $469 million to $477 million. This reversed the 4.7% decrease from the
previous year.

Estimated turnover (the amount gambled) across the four sectors was $16.376 billion,
compared with $14.013 billion the previous year. Note that turnover is not an indicator
of the amount spent by players or of the operator's profit.
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Figure 2: Gambling Expenditure Statistics for New Z  ealand — 1982 to 2008
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Source: Data from Department of Internal Affairs website, accessed 14 December 2006.

Note: Figures shown are actual dollars (non-inflation adjusted) for gambling operators’ financial year, or
the gross amount wagered minus the amount paid out or credited as prizes or dividends. Expenditure
lost by gamblers is equivalent to the gross profit of the gambling operator.

Based on approximate population aged 18 and over in 2009 (ie, 3.07 million people), there is
an estimated average net loss in New Zealand of $282 per person per annum on non-casino
pokie machines (refer Table 3). A slightly higher amount of money is lost on average per
person each year through a combination of casino betting, Lotto, Telebingo, Daily Keno, Instant
Kiwi, TAB race and sports betting and Internet gambling. An estimated 1.5% of the country’s
total gross wages and salaries are spent on all forms of gambling each year. When non-wage
or salary earners are included (ie, unemployed people, retirees, other beneficiaries and
students) an estimated 2.4% of the average person’s income is spent on gambling each year
(net of winnings).

Most of the ‘community share of gambling’ is borne by a minority of gamblers, although precise
estimates are not available. According to Canadian research cited by the Problem Gambling
Foundation of New Zealand (PGFNZ), up to 96% of the total community share of gambling is
borne by as few as 25% of all pokie players. Information from agencies such as PGFNZ,
budget services and the justice system indicates some individual problem gamblers contribute
tens and even hundreds of thousands of dollars per year through non-casino gambling
machines towards community funding. A recent survey by Massey University’'s Centre for
Social and Health Outcomes Research and Evaluation (SHORE) (‘Assessment of the Social
Impacts of Gambling in New Zealand’, January 2008) estimated that approximately 8% of the
adult population play the pokies in bars/pubs, along with others who play in member clubs and
casinos. Hence, if less than 1/8 of the population uses pokie machines then that would mean a
cost per player per annum of at least $2,250.
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Table 3: Approximate expenditure per capita 2008/09
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Source: Various data from Statistics New Zealand and Department of Internal Affairs.

Notes:

(1) The Internet enables an increasing range of options to gamble from home using credit cards and
gambling accounts, which is not necessarily captured in the loss figures above.
(2) The estimated annual loss to electronic gambling machines in the Rodney District from the
calculations above are higher than is indicated by more accurate results from electronic monitoring.
According to these results, gambling machine expenditure in Rodney District for the year ended
December 2009 was $13,566,791.77. For further information refer to Section 3.2: ‘Class 4 gambling —
local expenditure trends’.
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3.0 GAMBLING MACHINES IN THE RODNEY DISTRICT

Appendix 4 lists all past and current non-casino gambling venues (clubs and pokie bars) in the
Rodney District, including the number of gambling machines in 2009 compared to 2007 and
2003. Key points are summarised below. The locations of class 4 gambling venues (both
clubs and pokie bars) currently operating in the Rodney District are shown in supplementary
maps available from Council’s GIS staff, including proximity to residential zones and socially
deprived areas (measured using the NZDep 2001 deprivation index).

3.1 Class 4 gambling venues

As at 31 December 2009, Rodney District was home to 1.74% of New Zealand’s class 4
gambling venues and 1.76% of all non-casino gambling machines. For comparison, Rodney
District was home to an estimated 2.27% of the national population (all ages) as at 30 June
2009 (according to Statistics New Zealand’s sub-national population estimates). Table 4
shows that as at December 2009 there were 341 gambling machines in the District, which
represents a drop of 21% since Council’'s Gambling Venue Policy was introduced.

There were 12 less venues in December 2009 compared to September 2003, including three
venues that discontinued their pokie machines over the period 2007 to 2009 (ie, since Council’'s
last policy review). These were:

Waimauku RSA, SH16, Waimauku — previously 3 machines. DIA records discontinued
from 30 June 2008.

Babalu's (formerly Miss Q's Pool Bar and Café), Pacific Plaza, Whangaparaoa —
previously listed as having 18 machines. DIA records discontinued from 30 June 2009.

Kumeu Club, SH16, Kumeu — previously between 12 and 18 machines. DIA records
discontinued from 30 September 2009. Note that from September 2009 the number of
pokie machines at Huapai Golf Club was increased from 3 to 6 and the ownership of the
machines was transferred from Huapai Golf Club Inc to Kumeu Club Inc.

As at 31 December 2009 there was an average of approximately 4.9 gambling machines per
1,000 adults in the Rodney District compared with the national average of 6.3 machines per
1,000 adults.

Table 4: Summary of venues and machines in the Rodn ey District
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Source: Compiled from information on Department of Internal Affairs website.

Of the 26 class 4 gambling venues currently operating in the Rodney District, five are in clubs
(eg, golf clubs and RSAs) for the purpose of fundraising on behalf of club members. The
remaining venues contained machines owned by gambling societies for the purpose of
community fundraising. Of the 12 venues that stopped operating gambling machines between
2003 and 2009, most were clubs with only a small number of machines (eg, Helensville District
Golf Club, Hibiscus Coast Outboard Boating Club and Waimauku RSA). On average, pokie
bars in the Rodney District currently have 13.1 machines while clubs have an average of 13.0
machines.
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3.2 Class 4 gambling — local expenditure trends

Through electronic monitoring introduced during 2007/08, newly available information since the

2007 report includes more accurate expenditure statistics at the district level.

According to

these results, gambling machine expenditure in Rodney District for the year ended December

2009 was $13,566,791.77 (refer Table 5).

Annual local expenditure decreased by

approximately 15% over the period 2007 to 2009 (refer Table 5 and Figure 3). Much of this
decrease occurred during early 2009, which appears to coincide with the loss of 18 pokie
machines from Babalu's bar in Whangaparaoa (according to DIA records).

achine expenditure — R

Table 5: Quarterly gambling m

)

B)

# 7%8
Y+> +1@| )2/ )(B( [1)@ @!/)/B)!
Y+3 +1@] )B( /({( [1)/1B@ @ B(
Y+# +'@] @1 @2BB  1/1B()1/F
Y+ +12 [ )YBB 12/l [1(2 2/ 2/1!
Y+> +12 | )B( 121 [1)(11222) @
Y+3 +12 [ Y@!'(h)B  [1)1)()B/)B
Y+# +12 | Y@/ 12111 | 1) /@B 11
Y+ +B | ) (B@!2/ [112 B11()/
Y+> +1B| ) ) 1/ 1@)11/2!2
)+3 +1B | ))@@ 2B| 11! @2 @/(
H# +1B | ))@!'B(()2 | 12@ @ (@/

odney District and New Zealand

Source: Compiled from information on Department of Internal Affairs website (expenditure by district —
from electronic monitoring results).

Figure 3: Quarterly gambling machine expenditure —
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Source: Compiled from information on Department of Internal Affairs website (expenditure by district —
from electronic monitoring results).
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3.3 Review of Council’'s Gambling Venue Policy

Council's Gambling Venue Policy (refer Appendix 3) was last reviewed and adopted during
2007. Its main objectives are to control the growth of gambling in the Rodney District and
prevent and minimise harm from problem gambling. In summary the Policy is that:

The number of class 4 gambling venues within the District shall not exceed the number
operating on 19 September 2003 (ie, 38 venues).

Where a society surrenders or otherwise ceases to hold its Class 4 venue licence in
relation to a particular venue, consent may be granted to that society or another society
in relation to a different venue. The opportunity for a new venue consent will be notified
and applications assessed, at Council’s discretion, following consideration of the decile
score of the township in which the venue is proposed (from the New Zealand
Deprivation Index); the existing machine per person ratio of the township in which the
venue is proposed; and the location of the proposed venue in relation to existing
venues. If two or more applicants are received which are equally ranked, a ballot
system may be used.

New venues shall be allowed a maximum of 6 gambling machines. Previously licensed
venues have existing use rights to operate up to 9 or 18 machines, depending when
they were licensed.

The Council will not provide consent to clubs with Class 4 licenses seeking Ministerial
discretion to increase the number of gambling machines beyond the nhumber permitted
under this Policy.

No limit is imposed on the number of stand-alone Board venues, subject to being no
closer than 50 metres of a residential zone and meeting the District Plan and other
relevant policy requirements. (Note: for the purpose of this policy, stand-alone Board
venues with Class 4 machines are to be considered Class 4 venues).

3.4 Policy Options

Three broad options exist for revising Rodney District Council’s policy:

1. Status quo — Cap. An upper limit on the number of gambling venues and/or machines.
Council staff may only issue new consents so long as the number is below the cap.
Any competing applications would be selected by ballot.

2. Sinking lid. Under this policy no consents would be issued for new class 4 gambling
venues or TABs. If an existing venue lost its license to operate pokie machines, no new
venue could apply for consent to replace it.

3. No cap — This would allow applications for new venues and/or increased machines at
any eligible venue (up to the legal limit).

An analysis of each of these options is provided in Section 5.0 in terms of social, economic,
environmental and cultural costs and benefits.
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3.5 Stakeholder Consultation
Section 102 of the Gambling Act 2003 states that:

(1) A policy on class 4 venues under section 101 must be adopted in accordance with the
special consultative procedure in section 83 of the Local Government Act 2002 and, for the
purpose of subsection (1)(e) of that section, the territorial authority must give notice of the
proposed policy, in a manner that the territorial authority considers appropriate, to:

(a) Each society that holds a class 4 venue licence for a venue in the territorial authority
district; and
(b) Organisations representing M ori in the territorial authority district.

(2) A policy may be amended or replaced only in accordance with the special consultative
procedure, and this section applies to that amendment or replacement.

(3) Subsection (1)(b) does not affect the ability of a territorial authority to take similar action in
respect of any other population group.

(4) A territorial authority must, as soon as practicable after adopting, amending, or replacing a
policy, provide a copy of the policy to the Secretary.

(5) A territorial authority must complete a review of a policy within 3 years after the policy is
adopted and then within 3 years after that review and each subsequent review is completed.

(6) A policy does not cease to have effect because it is due for review or being reviewed.

The results of previous consultation undertaken by Council during 2003 are summarised below.
There are a range of views and vested interests in relation to class 4 gambling in the Rodney
District. Local stakeholders in support of existing gambling activities and/or associated
community funding are likely to include:

Owners of gambling machine venues.

Chartered clubs.

Associations representing clubs and hospitality providers.

Sports groups that benefit from funding.

Not-for-profit and other community based organisations that benefit from funding.

Local stakeholders that are generally against gambling and/or in favour of mitigating its harmful
effects are likely to include:

Iwi/M ori, Pacific Islands and Asian community organisations.

Health organisations, including mental health groups.

Other social service providers and community groups (eg, budget advisory services).
Churches and youth groups.

Previous research and consultation summarised below provides some insight into community
and stakeholder perceptions of class 4 gambling in the Rodney District. Council’'s elected
members may choose whether or not to take this into consideration when reviewing Rodney
District’s policy. Under the Local Government Act 2002, Council must receive all submissions
on its revised Draft Policy with an open mind and give them due consideration.
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3.6 Gambling impact assessment — Focus groups 2003

Public feedback was collected from a two-hour facilitated workshop held in the Rodney District
in November/December 2003 as part of a regional Gambling Impact Assessment report by the
University of Auckland. The workshop comprised five focus groups including community
members, industry stakeholders and tangata whenua. Members in each focus group were
asked to discuss their views regarding the role of territorial authorities on their management of
Class 4 gambling. Selected key parts of the resulting report are shown below. The full report
is available on-line at:

www.health.auckland.ac.nz/population-health/gambling-studies/content/Part%202%20Rodney.pdf.

Question 1: What are the positive aspects (benefits ) and negative aspects (costs) of
restricting the number of poker machines allowed in bars and clubs?

Community

Community felt that restricting the number of EGMs [electronic gambling machines] will
counteract the normalisation of gambling within the community, particularly during holiday
season when influxes of people visit this district. It will restrict the accessibility and availability
of gambling and ensure control.

However, decreasing community funding would require finding alternative funding schemes.
More research is required to identify the impacts of the current number of EGMs and where the
community funding is placed.

Industry

It was considered unnecessary for venues to have 18 EGMs as this impedes on early
identification of problem gamblers. Limiting to nine EGMs per venue was sufficient to ensure
control and may also increase the ‘kudos’ of particular businesses. Alternatively it was
suggested that there be relativity between the number of customers and the number of EGMs.
Market demand was also cited as being able to dictate the minimum amount and criteria for
self-levelling. Main points included ensuring that gambling is not the primary business of an
establishment, and that restrictions on EGMs would maintain ethical practice standards and
host responsibility programmes.

On the negative aspects, it was cited that problem gamblers would move to other areas to play
EGMs or participate in alternative forms of gambling such as TABs. This will reduce the
community funding that supports a multitude of community groups who provide activities, care
and the maintenance of well being in Rodney.

Furthermore, limiting to nine machines is adequate for venue operators, however it was
specified that a differentiation between clubs and bars should be acknowledged and
considered. Any further restrictions were not supported because it was felt that it would reduce
the financial viability of establishments. It was felt that the primary business of venues should
be determined and venue operators should be allowed to determine whether they require less
machines.

Mixed

A positive aspect would be that restricting the number of EGMs decreases the accessibility and
availability to lower socio-economic groups. However, community funding would be reduced.
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Tangata Whenua

Fewer EGMs means less access, particularly for lower socio-economic groups who were cited
as less likely to travel to other areas. This may result in more time spent with wh nau and
families.

On the other hand, there would be less community levy power within trusts, although it was
noted that recent research identifies that not all money spent within TA regions remains within
the region.

Summary Question 1a: What might be the (social, eco  nomic, cultural, environmental)
impacts of more/fewer/same number of machines?

Social impacts of more EGMs (electronic gambling ma  chines)

Community

Community thought that there may be an increased prevalence of problem gamblers and
affected others. This will require the establishment of effective measures to address this
situation such as increased services and support.

Industry

Increased numbers of EGMs will entice people to remain in the Rodney area to gamble rather
than go to the Casino, resulting in more community funding within this area.

Tangata Whenua

Increased accessibility would enhance negative gambling-related harms for individuals and
their families.

Social Impacts of the same number of EGMs

Community

It was noted that Rodney currently has the lowest crime rate and the lowest number of sites
and EGMs. In order to reduce the risk of jeopardising the quality of life for people in this
community, status quo is supported.

Industry

Industry felt that status quo should remain and that nine machines is adequate. It was also
noted that fewer percentages of those groups identified as ‘at-risk’ live in the Rodney area.

Social Impacts of Fewer EGMs
Community

Community felt that fewer machines would result in less reliance and greater community
control.

Industry
Industry think that there will be reduced financial viability for venue operators with an equal

amount of paper work and less money for the community. Another point noted was the
movement of people to other districts.
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Tangata Whenua

Tangata whenua felt that fewer machines would reduce the normalisation of gambling for M ori
and New Zealand.

Question 1b: What are your views on restricting pok er machines by location?
Community

EGMs should not be placed near schools, supermarkets or on main streets within Rodney.
Clustering of venues and increased signage should be avoided, particularly as a primary
preventative measure of development of problem gambling and the primary business should be
investigated. Furthermore, each ward should be considered separately. It was noted that
education is necessary particularly for youth; this should be developed into a school curriculum.

Industry

Gambling venues should not be located near shopping centres and placed out of public view.
The placement of EGMs near schools should adhere to liquor outlet regulations. Furthermore,
sites licenses should be granted on the basis of individual merit. Liquor licensing in venues
provides adequate control of entry, particularly for youth. Alternatively, it was also noted that
limits on locations should not apply, but there should be restrictions on advertising within the
policy and it was important to ensure that compliance is monitored.

Mixed

It was cited that EGMs should be located within controlled, compliant environments, such as
taverns and registered clubs. Their location should be restricted in regards to family camping
grounds, schools and family areas. A contradictory issue arose regarding the location
restriction near churches as some are perceived to be fund recipients.

Tangata Whenua

It is imperative that EGMs locations be restricted from at-risk groups such as children and
youth.

Question 1c: What are your views on restricting pok er machines per head of population
in an area?

Community

Research is required to identify specific problems within each of the differential wards within
Rodney, including the number of EGMs and EGMs per group. Most importantly, any ratio
determined must consider the number of people in relation to the number of problems. It was
recommended that the Council verify the lowest denominator for this area and consider
restricting the number of EGMs per area.

Industry

Industry felt that determining numbers requires further consultation and questioned how this
would be achieved. Limiting the number of EGMs per head was not considered effective as
people will gamble elsewhere and problem gambling will continue.

Mixed

It was cited that EGMs per head of population would be acceptable if Rodney remains constant
with, and not above, the national average.
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Tangata Whenua
It is critical that the formula/equation is carefully researched.
Question 1d: What are your views on placing restric ~ tions on TAB locations?

There was general consensus amongst all Territorial Authority workshop groups that any
restrictions placed on TABs should be the same as EGM venues, although some mentioned
tighter controls were necessary if EGMs are introduced.

Diversity was apparent and although not everyone agreed, there was a general preference for
TABs to not have EGMs (ie, to remain horse racing and sports betting venues). One of the
major points associated with this question was the feeling that current TABs policing is
inadequate, and there are no restrictions placed on minors, some suggesting two separate
entrances could be used. Furthermore, it was noted that TAB profits are currently sustainable
and EGMs would increase profits, as TABs do not give funding back to the community. It was
suggested that any policy should specify funds being returned to the community, with a ‘By
(specific district) For (specific district)’ perspective.

TAB gambling was also seen to be a different form of gambling from EGMs, attracting different
crowds of people and producing insignificant numbers of problem gamblers. It has been in the
country for many years now and was not considered a major factor in the proliferation of
gambling in New Zealand. There was concern that this form of gambling would fall under the
auspices of gambling policy, and mention that it should be looked at separately.

Some felt that the placement of EGMs in TABs would make them appear ‘shabby’, and EGM
use will be disguised. Concerns were raised that EGMs will eventually become the primary
business for TABs, following on from comments made regarding the need for more research
investigating other gambling forms such as Internet gambling that may be available in TABs, as
it is uncertain what effects these forms will have on current TAB operations.

Finally, it was noted that a collaborative transparent process with a reference group within each
council should be used to determine new licenses and renewals.

Question 5: What is your vision (or future directio n) for gambling in your City?
Community

The Rodney community emphasised the social responsibility of host programmes and felt that
there should be a strong penalty for non-compliance with the law because people are playing
around with other people’s lives; the fines should be thousands of dollars rather than hundreds.
They also felt that penalties should be combined with training, such as a training certificate, and
more consumer information should be available. They would like gambling not to be obvious
and accessible straight off the street.

Industry

The Rodney Industry group felt that the economics of the business market regulates the
gambling industry and that pokies should be kept within the liquor licenses. However, any
policy development should ensure good standards, and licensing consistency among other
venues such as the TABs. They would like to see Rodney District lead the way in its policy
formation, without letting one interest group dominate, and ensure that facilities maximise
returns with minimum harm to the community.
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Mixed

The mixed group in Rodney felt that the money from EGMs should go back into community and
where it comes from, and that Council should make it their policy that money raised in Rodney
should be spent in Rodney. They also think that the money raised should go to education on
gambling issues and harms.

They would like to see EGMs kept in controlled and licensed areas, not in dairies and petrol
stations. The mixed group felt that the community should be involved in the location and
number of EGMs (which should be kept with the legislation at nine), including the industry
stakeholders. They would like to see a uniform host responsibility programme, transparency
around where the money goes, and the Council monitoring statistics on gambling which are
available to everyone.

Tangata Whenua

The Tangata Whenua group in Rodney thought that EGM outlets should be within designated
safe areas, operating a vigilant, transparent and accountable responsible host programme, and
that trust funds remain within the community where the money was originally lost.

3.7 Policy consultation and submissions 2007

On the basis of legal advice, Council opted not to publicly consult as part of its 2007 policy
review. This was primarily because there was no substantial change to the previous policy
adopted in March 2004. Instead, Council sought key stakeholder submissions in advance of
the review.

As part of the prior policy review in 2004, Council received a total of 22 submissions which
were summarised in a report by Council’'s Community Policy Analyst. Submissions to the draft
policy were generally in support.

3.8 Auckland Regional Policy Comparison

Table 6 shows a comparison of Rodney District’s current policy compared with neighbouring
territorial authority areas. Over the past three years, an increasing number of local authorities
in the Auckland Region have adopted a ‘continuous sinking lid" policy, most recently adopted
by Waitakere City Council in November 2009. Under this type of policy there are no new
consents given for venues or machines if a venue closes or relocates. Hence, the numbers of
machines is gradually reduced over time through a process of attrition. Other policies in the
Region involve either a cap on the total number of machines and/or venues (North Shore City
and Papakura District) or no limit on the number of venues (Franklin District).

The purpose of presenting this information is to provide additional context to Rodney District

Council’'s current policy review. Council's elected members may choose whether or not to take
this information into consideration when reviewing Rodney District’s policy.

APR Consultants Ltd 15



Social Impacts of Class 4 Gambling in the Rodney District (2010 update)

Table 6: Gambling policies of the seven Auckland te rritorial authorities, 2006
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3.9 Auckland Regional Gambling Machine Trends

Table 7 shows changes in gambling venues and machines by territorial authority over the
period 2004 to 2009. In summary, Rodney District saw a decrease in the number of venues
(-31.6%) and machine numbers (-21.1%) over the period March 2004 to December 2009. This
is a comparable decrease to Auckland City, which has had a sinking lid policy in place for some
years. However under Rodney District Council’'s current policy, there is nothing to stop the
local decline from being partially reversed.

Table 7: Auckland Region g?mbling Ven.l.Je and machine numbers, 2004-2009
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* Excludes approximately 1,600 machines at Auckland Casino.
Source: Compiled from information on Department of Internal Affairs website (summary of venues and
numbers by territorial authority).

With regard to Table 7, the Charity Gaming Association (CGA) has previously noted that
gambling machine and venue numbers have been falling as a result of:

Changes to the licensing requirements.

Increased pressure on venue viability because of requirements on societies to return a
minimum of 37.12% to authorised purposes (ie, a non-performing venue drags down
the entire portfolio and puts the collective achievement of 37.12% at risk).

Reduced returns to venue operators as a result of a Gazette Notice limiting venue
expense reimbursements.

Costs of investment in new equipment (excessive depreciation values on balance
sheets).

Costs of upgrading venues to meet the minimum requirements of electronic monitoring
(an average of $54,000 per venue).

Impacts of the Smokefree Environments Act on patronage and therefore revenue.
Acknowledged over-supply of machines to venues which could not support them.
Tighter enforcement by the Department of Internal Affairs on gambling shops (ie, Class
4 gambling must not be the dominant purpose of the venue and the business must not
be dependent on Class 4 gambling to survive, otherwise it can be penalised).

Gambling industry opinion is that, given the commercial and regulatory environment outlined

above, council gambling venue policies have little impact on decisions made by societies and
operators about the continuation of existing Class 4 venues.
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3.10 Accessibility Issues

Under the Gambling Act, territorial authorities may restrict where new class 4 gambling venues
can be located. Although research is not conclusive, there is overseas evidence of a positive
correlation between greater accessibility of gambling machines and greater prevalence of
problem gambling. Aspects of accessibility which affect problem gambling risk include opening
hours, conditions of entry, ease of use (gambling machines require no skill), marginal outlay,
and how comfortable people feel attending a particular venue. Convenience is also important,
as people that would not travel to a casino may prefer to access machines located at a local
shopping centre.

Figure 4 summarises accessibility issues associated with gambling machines. EXxisting
legislation and regulations aims to mitigate many of the accessibility issues. Note that an initial
submission from The Lion Foundation to Auckland City Council states that: “There is ample
evidence to contradict the statement that machines accessibility and problem gambling are
correlated.” Related to this, some research findings suggest that community adaptation
typically occurs to reduce initial problem gambling levels over time within a neighbourhood.

Figure 4: Accessibility issues
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4.0 BENEFITS AND COSTS OF GAMBLING IN RODNEY DISTRICT

This section summarises the main benefits and costs that are associated with class 4 gambling
venues.

4.1 Benefits 1: Fundraising

Gambling machines in the Rodney District are owned by a variety of clubs, trusts and
incorporations including The Lion Foundation (now 7 venues — up from 5 venues in 2007), Pub
Charity Inc (5 venues), New Zealand Community Trust (3 venues), Perry Foundation (2
venues), Trillian Trust (2 venues), Oxford Sports Trust Inc and Pacific Sports & Community
Trust.! Over the past three years, since Council’s last policy review, there has been some
consolidation in ownership. Hence, there are now a fewer number of societies owning
gambling machines throughout the District.

Benefits which accrue to community and voluntary organisations as a result of being able to
access class 4 gambling proceeds include:

Being able to focus on core purpose of the organisation rather than expending
substantial efforts on fund raising.
Knowing there is money available for large infrastructure projects.

Corporate societies that own gambling machines based in the Rodney District are required to
prove they distribute at least 37.12% of their profits for approved charitable purposes, though
not necessarily to applicants from within the District limits.> Authorised purposes include
sports, arts, community projects, heritage, conservation and other activities. Schools, sport
clubs and other not-for-profit and community-based organisations are increasingly reliant on
gambling grants as a source of funding, especially during the current financial crisis and
economic recession when funds from other sources such as community trusts are under
pressure.

4.1.1 Leakage of funds to charitable organisations outside the Rodney
District

Based on electronic monitoring of expenditure on pokie machines in the Rodney District and
the figure of 37.12% above, the grants that should theoretically be paid to Rodney District
organisations by gambling machine societies are worth at least $5 million per year. However it
should be noted that not all class 4 gambling proceeds raised within the Rodney District
necessarily go toward local charitable purposes, as some funding applicants may reside
outside the District.

Until recently there was no readily available data to quantify the type of economic leakage
described above. However, a 2009/10 report commissioned by Rodney District Council and
compiled by the Problem Gambling Foundation of New Zealand (‘Gambling Report with Grants
and Analysis — Rodney District’, January 2010) calculated that approximately $3.5 million was
actually contributed to Rodney District charitable organisations by pokie trusts over the period
October 2008 to September 2009 (refer Table 8), based on a comprehensive search of grants
data. Note that this excludes the revenues earned by clubs such as RSAs which have their
own pokie machines.

! As of 1 January 2010, the Perry Foundation and The Lion Foundation merged their operations under
The Lion Foundation name. The merged entity operates 261 gaming venues throughout New Zealand.

% The terms profit and expenditure are interchangeable in relation to gambling machines, depending on
whether you are the operator or the gambler. Profit is the total gambling machine turnover less the
winnings paid out. Approximately one-third of profit is paid to the Government as duties and taxes, and
at least approximately one-third to charitable purposes. A problem gambling levy is also paid.
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Approximately 20% of the total pokie machines in the District are located in RSAs and
sports/recreation clubs. Therefore, by adjusting in the PGFNZ figure upward on the basis of
the number of pokie machines in clubs (rather than pubs), we estimate that approximately $4.4
million of pokie profits are retained in the District. On the basis of these calculations, we
estimate that around $600,000 per year of pokie losses in the Rodney District may be lost to
other areas outside the Rodney District as grants funding. This estimate should be treated with
caution for various reasons including:

(@) A recent Ministry of Health audit of the PGFNZ grants database pointed out that some
grants may have been missed and there was therefore room for error.

(b) Some organisations did not give the name of the territorial local authority (TLA) area that
the grant was going to, and therefore PGFNZ had to rely on websites to determine the
specific TLA.

(c) A portion of the data covers several TLA areas (eg, Squash Auckland covers Rodney,
North Shore, Auckland, Waitakere, Manukau, etc). In most cases there is no indication of
the proportion that may be shared within the TLA areas, so PGFNZ concentrated on
those organisations that are specifically aligned to Rodney District.

Table 8: Estimated contribution to Rodney District by pokie trusts 2008/09
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Source: Rodney District Council (2010) ‘Gambling Report with Grants and Analysis — Rodney
District’, compiled by Problem Gambling Foundation of New Zealand, January 2010.

Notes: (a) These figures relate to the period October 2008 to September 2009. (b) Refer to
comments above the table for a list of data caveats.

No robust data is available on the effect of Rodney District's 21% reduction in pokie machine
numbers on availability of funding for community purposes. However a rough estimate is that
funding available from class 4 gambling machines in Rodney District is currently about $1.4
million per year lower than 2003 levels.

4.1.2 Types of charitable purposes which receive gr  ants from gambling
machine societies

Previous research has found that funds distributed by gambling machine societies in 2002
strongly favoured sports and education organisations, with lesser amounts going towards
health, welfare, arts, M ori organisations or other charitable purposes. According to
information previously received from The Lion Foundation, its machines return approximately
40% to sport, 30% to community, arts, conservation and heritage, 20% to education and 10%
to health.
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The Department of Internal Affairs recently released a report on how gambling machine profits
were distributed during 2005 (‘Where do Gaming Machine Profits Go? A Survey of the
Allocation for Authorised Purposes of Non-Casino Gaming Machine Profits in 2005’). This
followed previous survey information gathered for the years 1996 and 1999/2000. The latest
report provides results from a 2005 survey of gambling machine operators on the contribution
their profits made to authorised (community) purposes. The Regulation and Compliance
Branch of DIA commissioned Research and Evaluation Services to undertake the survey.
Information was obtained from 76% of gaming machine societies that were operating at the
relevant time. Key results from the report are as follows:

Largely as a result of changes in revenue, the amount that gaming machine societies
allocated to authorised purposes increased from more than $151 million in 1999/2000
(the equivalent of over $169 million in 2005 dollars) to more than $317 million in 2005.

Around 85% of the funding allocated to authorised purposes in 2005 was allocated by
the societies that operate gaming machines in commercial venues, most of it by way of
grants to wider community purposes. The number of grants did not increase much over
this five-year period, but the average size of the grants did. In 2005, six individual
grants were for amounts of $1 million or more. Typically, large grants were to help pay
for significant community facilities.

The societies that operate gaming machines in commercial venues allocated a much
larger proportion of their available funding to the social and community services sector
in 2005 than they did in 2000 (up from 29% in 2000 to 40% in 2005). Conversely, they
allocated a much smaller proportion to sports and physical activities in 2005 (47% in
2005, down from 60% in 2000). However, the sports and physical activities sector was
still the largest single category of recipient in 2005 (refer Table 9).

Table 9: Gaming machine societies’ allocations of g
purposes by type of recipient — 1996, 2000 and 2005

aming machine profits to authorised
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Source: Department of Internal Affairs: ‘Where do Gaming Machine Profits Go? A Survey of the
Allocation for Authorised Purposes of Non-Casino Gaming Machine Profits in 2005’), Table 5.2.

Note: The table above contains summary information on the types of recipients to which funding was
allocated. Typically the type of purpose and the type of recipient are the same. There are some
exceptions, such as money granted to schools for sporting trips or uniforms. In this case, the recipient (a
school) would be categorised under social/community services, and the purpose (a sports trip) would be
categorised under sports/physical activities. For this reason, when considered by type of purpose, the
percentage that public societies reported allocating to sports/physical activities rises a little and the
percentage allocated to social/community services decreases a little.

The authorised purposes to which the societies that operate gaming machines in
commercial venues allocated funding were more diverse in 2005 than in 2000.
However, this increased diversity typically did not reduce the amount of funding for any
category of purpose. The amount of funding available in 2005 was approximately
double the amount that was available in 2000. As a result, in 2005 almost every
category of purpose received more money in real (inflation-adjusted) terms than it did in
2000.
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The number of clubs operating gaming machines in their own premises to raise funds
for their own purposes has been decreasing for many years. Clubs allocate a relatively
high proportion of their gaming machine revenue to authorised purposes, but almost all
of this money is used for the benefit of their own members. Typically, it is used to meet
operating costs of the club. The amount of funding available for clubs to allocate
increased between 2000 and 2005. However, because this increase was tempered by
the overall decline in the number of clubs operating gaming machines, it was relatively
modest when compared to the increase in the amount allocated by the societies that
operate gaming machines in commercial venues.

More recent and localised information on the types of charitable purposes/organisations
receiving grants from gambling machine societies is contained in a 2009/10 report by the
Problem Gambling Foundation of New Zealand, based on a comprehensive search of grants
data (‘Gambling Report with Grants and Analysis — Rodney District’, January 2010). According
to these figures (refer Table 10):

Approximately 36% of the grants made by gambling machine societies to Rodney
District charitable purposes/organisations during the period October 2008 to September
2009 went to the racing industry, more specifically to the Kumeu District Trotting Club
Inc. The total amount was close to $1.3 million, including $505,000 from the Perry
Foundation, $268,000 from The Lion Foundation and $218,000 from Infinity Foundation
Ltd. Note that Pub Charity contributed nothing to racing in the Rodney District during
this period.

The figures above comprise 80% of total grants funding by the Perry Foundation in the
Rodney District and 26% of local grants funding by The Lion Foundation during this
period. Note that Infinity Foundation Ltd is a new society founded in Hawke’s Bay in
2006 which has 414 pokie machines nationwide but no venues in the Rodney District.
Hence, this money came at the expense of other TLAs.

Other major types of recipients of pokie machine funding in the Rodney District over the
period October 2008 to September 2009 included community services/community
groups 27.1%, sports 23.4% (rugby, soccer, cricket, netball, league and other sports),
education 10.7%, M ori 3.8% and other 0.6% (Council, arts, faith-based and health-
related).

Table 10: Estimated grants by type, Rodney District 2008/09
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Source: Rodney District Council (2010) ‘Gambling Report with Grants and Analysis — Rodney District’,
compiled by Problem Gambling Foundation of New Zealand, January 2010.

Notes: (a) These figures relate to the period October 2008 to September 2009. (b) Refer to earlier
comments for a list of data caveats.
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4.1.3 The illegality of supporting the horse racing industry through
gambling machines

A topic of interest to Council during the current review cycle is that of fundraising to support the
horse racing industry. The issue has gained some media attention over the past year,
including news during July 2009 that Canterbury's Eureka gaming machine trust had decided to
stop giving grants to the horse racing industry. According to Eureka's figures, it gave more
than $3.6 million to racing over the last three years, out of about $15.4m in total grants for the
period — possibly in violation of Eureka's own trust deed.

According to a February 2007 media release on the Community Gaming Association (CGA)
website, horse racing is an authorised purpose for grants from gaming machines profits.
According to CGA Chair Paul East in the media release: “Racing clubs, like other community
groups, are entitled to apply for grants in the same way as any other community group. In fact
the DIA has specifically approved grants to racing clubs as an authorised purpose for grants of
gaming machine profits. Racing has been part of the fabric of rural communities for many
generations with thousands of New Zealanders involved at many levels of the sport. We
estimate that less than 5% of all the money granted each year goes to racing clubs which is not
disproportionate to the amount given to other worthwhile community groups. There is no
justification for grant distribution to be handed over to faceless government officials — the
dozens of community leaders who are currently involved in making the important decisions
about how to fairly and equitably distribute a diminishing pool of grant money are doing an
excellent job. Suggestions to the contrary by politicians are unfounded”.

Regardless of the sentiments expressed above, the first legal case to clarify the issue relating
to charitable purposes and horse racing in New Zealand was heard in late 2008 (Travis Trust v
Charities Commission). The judgment stated that the promotion of horse racing generally is
not charitable (ie, it is at the expense of the wider community good). The Department of
Internal Affairs has subsequently signalled that it will be enforcing this judgment.

Until very recently, information was not readily available on whether or not any gambling
machine funds are currently distributed for the purpose of supporting horse racing within the
Rodney District. However, according to grants information compiled for Rodney District
Council by PGFNZ (‘Gambling Report with Grants and Analysis — Rodney District’, January
2010), the main type of pokie grant to Rodney District in the period October 2008 to September
2009 was in fact to racing. In particular, grants of close to $1.3 million from the Perry
Foundation, The Lion Foundation, Infinity Foundation Ltd and other gambling machine societies
went primarily to the Kumeu District Trotting Club Inc.® According to the PGFNZ report, the
percentage of grants to racing in the Rodney District has increased markedly in recent years.
This trend has recently reversed as such transactions come under greater scrutiny by the DIA.

According to a media release late last year by the DIA (‘Clamp-down on pokie grants to trotting
clubs’, 9 November 2009), the Department has taken action against three gambling machine
societies and seven pokie bars over the funding of four northern harness racing clubs. A new
gambling licence condition now prevents The Lion Foundation, Perry Foundation and Infinity
Foundation from granting pokie funds to the Thames Harness Racing Club and the Kumeu,
Manukau and Franklin Trotting Clubs. The action follows an investigation into the grant
application process, flows of funds, and relationship between the societies and trotting clubs.

® Note that, according to the PGFNZ report, these grants to the Kumeu District Trotting Club give a false
picture of money returning to the Rodney community. The races are held in Auckland and therefore it
would be the Auckland TLA which would reap the benefit from spin-offs and not Rodney District.
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4.1.4 General risks associated with funding sports through gambling
machines

A broader topic of interest to Council during the current review cycle is that of fundraising to
support sports. This was the focus of a speech by the Deputy Secretary of Internal Affairs,
Keith Manch, to a Sport and Recreation New Zealand (SPARC) Conference in June 2008. Key
points from his speech include the following:

Money from gambling is an important source of funding for sport. A rough estimate is
that $1 billion has made its way from gambling machines to “sports/physical activity”
purposes over the last 10 years. At one end of the scale, individual sports clubs have
invested in the operation of gambling machines. At the other end of the scale a wide
range of clubs and sporting codes receive considerable funding from gambling machine
societies.

The Gambling Act requires separation between gambling trusts, gambling machine
venues and grant recipients. It also requires the application and distribution of grants to
be transparent.

Risky actions include:

- Inappropriate use of gambling funding for individual sports professionals and
professional club expenses.

- Arrangements between sports organisations and venue operators (pubs) designed
to guarantee funding to the sporting organisations from the trusts whose machines
are operated at the venue. Some of these can be quite sophisticated arrangements
that might, in tax terms, be regarded as avoidance — and therefore against the spirit
of the Act.

- Sporting groups conferring naming rights or other benefits on gambling machine
societies in return for grants. The naming rights for some events are worth many
thousands of dollars. That grant recipients would give away these rights to
gambling machine societies out of gratitude, rather than sell them to a genuine
sponsor, is hardly credible. Either sports groups enter into such arrangements
because they are unaware, or don't care, that they are inconsistent with the law; or
they enter into them because they fear further grants won't be forthcoming if the
gambling machine society’s contribution is not recognised in some way. These
sponsorship deals seem to encourage grants to high profile televised events rather
than to a range of activities.

Another development the DIA is watching closely is the creation of gambling machine
societies with close associations to particular sporting codes or sporting franchises.
These are often referred to as end user trusts. Such trusts tend to narrow the breadth
of grant-making in an overall sense. Those involved in influencing the way the
gambling societies operate need to think carefully about how this phenomenon sits in
respect to legitimate community expectations about the way gambling funding is
distributed.

The community wants gambling managed so that the benefits outweigh the costs.

Grant recipients have a big part to play in supporting, or undermining, the integrity and
effectiveness of grant-making by gambling trusts.
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4.2 Benefits 2: Income and Employment

The class 4 gambling industry in Rodney District employs a humber of people, although exact
figures are not available. Statistics New Zealand’'s business demography statistics include
industry classification P932 Gambling Services, but the data are unreliable and do not match
known numbers of gambling business enterprises. A rough estimate is that approximately 2.5
full-time equivalent positions are created by each class 4 gambling venue (not counting staff
that would be employed at each venue for hospitality and management), or approximately 65
employees in total for the Rodney District. According to the Charity Gaming Association, the
majority of class 4 gambling venue operations are undertaken by people employed as
managers because of the significant risks involved in compliance and operational failures.

According to information published on the Department of Internal Affairs website, the Limits and
Exclusions on Class 4 Venue Costs Notice places limits on the maximum amount a society can
pay a class 4 gambling venue (refer Table 11). The 16% cap, expressed as Limit D in the
Gazette Notice, applies to the total amount a corporate society can pay all of its venues and
acts to ensure minimisation of costs and maximisation of returns. Applying these estimates to
Rodney District's class 4 gambling venue profile as at 31 December 2009, and assuming that
clubs have a similar revenue stream as pokie bars, provides an overall annual estimate of $3.2
million for hourly, weekly and venue operating costs in the Rodney District, or approximately
$180 per machine per week in venue reimbursements and club expenses.

Table 11: Limits on class 4 gambling venue costs
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Source: Department of Internal Affairs — Gambling Act 2003: Fact Sheet 26.

Note that the income and employment estimates above are balanced against indirect evidence
of a possible opportunity cost to district-wide income and employment due to the diversion of
expenditure from other industries (including industries with higher wages, higher labour
intensity and greater local multiplier effects). This is discussed further in Section 4.4 below.

4.3 Benefits 3: Entertainment Value

The fact that people pay money to gamble rather than some other commaodity or service is
evidence (by revealed preference) that the entertainment from gambling is considered valuable
by those who participate. On the basis of electronic monitoring results, the overall personal
expenditure on gambling machines in the Rodney District is estimated at approximately $13.6
million per year. Therefore, by revealed preference, the entertainment value of gambling
machines in Rodney District is worth an estimated $13.6 million per year. This assumes that
gambling is a rational behaviour in an economic sense (ie, that all gamblers, including problem
gamblers, enjoy the activity despite the knowledge they will lose money over the long term).
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4.4 Costs 1: Possible Diversion of Income and Employment

An economic impact study by La Trobe University in Victoria, Australia showed there were
large leakages of regional output, income and employment from the electronic gambling
machine industry. This is because the economic linkages or multiplier effects for gambling are
low relative to other industries. In addition, electronic gambling has a low level of labour
intensity compared to other industries (ie, fewer employees are needed) and the labour tends
to have relatively low wages. Similar conclusions were reached by the Australian Productivity
Commission following an extensive 1999 review of Australia’s gambling industries.

The La Trobe University study found that in Bendigo (population 81,000) the opportunity cost of
gambling amounted to $5.3 million in lost output and a net loss of 237 jobs from the local
economy annually. At present there are no robust analyses available in New Zealand.
Assuming the Bendigo results could be directly applied to Rodney District’'s population and
characteristics, the net opportunity loss from class 4 gambling would be of the same order of
magnitude. Note that the issue of opportunity costs from the gambling industry is highly
contentious. The Charity Gaming Association and other industry stakeholders consider that
any argument comparing the Bendigo research with New Zealand’s gambling environment is
misleading.

4.5 Costs 2: Private and Social Costs of Problem Gambling

The average personal loss (net of winnings) from class 4 gambling in the Rodney District is
estimated at approximately $194 per adult each year, or $13.6 million per annum.* This loss is
not borne evenly across the community, with the majority of expenditure by a minority of
gamblers.

There is evidence that the intermittent gratification from gambling machines, including visual
and auditory feedback as well as the possibility of financial reward, is more addictive than other
forms of gambling. While the costs of problem gambling are private they also have a social
dimension. Problem gambling is characterised by symptoms such as loss of control over one’s
gambling, preoccupation with gambling and lying to conceal the extent of gambling. Feelings
of anxiety, depression, guilt, lack of control and even attempted suicide have been noted by
problem gambling agencies when dealing with clients. Specific findings from the 2002/03 New
Zealand Health Survey show that:

Problem gambling is correlated with both potentially hazardous drinking behaviour and
daily cigarette smoking.

Problem gamblers have significantly worse self-rated health status than the rest of the
population, especially mental health, general health and vitality (measured according to
the SF-36 short-form general health questionnaire). In particular, problem gamblers are
more likely to be nervous, less happy, less productive, feeling worn out or tired and in
poorer general health.

It should be noted that these are correlations do not necessarily imply causation. There is also
some level of disparity between cited prevalence rates of problem gambling between different
demographic groups, with latest research indicating the highest levels of gambling expenditure
are by males, people aged 55-64 years, M ori, people without formal educational qualifications
and people with lower status occupations.

* The calculated loss figure of approximately $194 per annum per adult for Rodney District pokie
machines is consistent with quarterly figures calculated independently by the Problem Gambling
Foundation of New Zealand in ‘Gambling Report with Grants and Analysis — Rodney District’ (January
2010).
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Based on research estimates of the national prevalence of lifetime problem gambling, the
‘official’ current prevalence range, as per the results of the 2002/03 New Zealand Health
Survey gambling screen, is 1.0% to 1.5% of population aged 15 years and over. This
translates to between 700 and 1,050 current problem gamblers residing in the Rodney District.
The Charity Gaming Association believes a more accurate range based on Health Survey data
is 0.8% to 1.2% of adults. Based on these estimates there would be between 560 and 840
problem gamblers in the Rodney District. However, recent research undertaken by the Centre
for Social and Health Outcomes Research and Evaluation (SHORE) with regard to
‘Assessment of the Social Impacts of Gambling in New Zealand’ (January 2008) found that
approximately 3% of the adult population were ‘heavy gamblers’ (defined as spending more
than 3 hours per week and/or at least 5% of their income on gambling). Of these,
approximately 50% of males and 75% of females reported pokie machines as their primary
mode of gambling. This would indicate that between 1.5% and 2.25% of the adult population
use pokie machines for ‘heavy gambling’, although this definition is not necessarily the same as
that for ‘problem gambling’ or ‘pathological gambling’. Evidence also suggests that five to
seven other people can also be affected by the behaviour of a single problem gambler (refer
page 40, “Gambling Impact Assessment for Seven Auckland Territorial Authorities” 2004).

New callers to the Gambling Problem Helpline totalled 4,042 nationally in 2004, down from
4,459 in 2003.° More recent results show a continued steep decline, to 2,907 in 2007 and
2,171 during 2008. Around one-third of all callers are from the Auckland Region. Note that
gambling industry stakeholders have significant concerns with the quality of data gathered by
Helpline and face to face service providers, as acknowledged by the Ministry of Health.

Table 12: Gambling Helpline new and follow-up clien  t contacts 2007 and 2008
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Source: Ministry of Health - Service User Data - Gambling Helpline Client Data

(www.moh.govt.nz/moh.nsf/indexmh/problemgambling-userdata-helplinedata).
Note: Excludes clients who accessed the Gambling Helpline and received a full or facilitation
intervention service.

Not all problem gamblers will incur serious costs beyond their personal gambling losses, but a
minority may be associated with domestic violence, alcohol abuse, theft, bankruptcy, poor
employment performance and/or poor mental health. Potential social costs of problem
gambling are illustrated in Figure 5.

® Source: National Statistics — Problem Gambling Interventions in New Zealand (Ministry of Health):
http://www.gamblingproblem.co.nz/newsletters/ (accessed 2007).
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Figure 5: Potential private and social costs of pro blem gambling

Source: Australian Productivity Commission 1999.

According to information previously received in 2007 from the Charity Gaming Association,
Auckland University of Technology (AUT) “is currently scoping a pilot research project to
determine if it is possible to establish a basis for making strong correlative links between crime
and class 4 gambling. The CGA does not believe it will be easy to make or identify the links
and the outcome of any research project is likely to be inconclusive.”

Results from the research alluded to above are available on the AUT website (accessed 24
February 2010). The report title is: ‘Formative investigation of the links between gambling
(including problem gambling) and crime in New Zealand’, published in February 2009. The
project was a joint venture between the Gambling and Addictions Research Centre at Auckland
University of Technology and the Centre for Gambling Studies at the University of Auckland. It
was a formative study with the aim of contributing to the understanding of the links between
problem gambling and crime, in particular unreported and unprosecuted crime and the nature
of the resulting harms experienced at an individual, family and community level. Key results
include the following:

Gamblers and significant others believe that a relationship exists between gambling and
crime. The relationship is complex and may be two-way.

Sometimes crimes are committed to gamble/pay gambling-related debts (ie, gambling
causes the crime).

In other cases, crimes are the cause for gambling, or study participants gambled
instead of committing a crime.
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There may be two types of crime-committing gamblers: Some commence criminal
behaviour before becoming problem gamblers in the course of their criminal careers;
Others are gamblers who engage in crimes, mainly to support their gambling.

There is substantial unreported crime, a large proportion of which is likely to be related
to gambling.

There is a large range of crimes committed in relation to gambling, and not just financial
crimes.

Thus there may be significant economic and social costs associated with gambling due
to unreported crime committed by gamblers that has not previously been considered in
economic and social impact analyses of gambling.

Gamblers appear to recognise the extent of the harmful impacts that their gambling and
offending has on others.

Limitations — The study was a pilot with a small self-selected/convenience sample of
participants (33 gamblers, seven significant others) so findings cannot be generalised
and should be treated with caution.

Additional research has been undertaken by the Centre for Social and Health Outcomes
Research and Evaluation (SHORE) with regard to ‘Assessment of the Social Impacts of
Gambling in New Zealand’ (January 2008). The main objective of this national survey of more
than 7,000 people was to provide quantitative measures of the impacts of gambling from a
representative sample of New Zealanders aged 15 to 80 years. The survey sought to assess
the negative and positive impacts experienced by the gambler and significant others such as
family and friends. The results showed that people with higher relative gambling losses had
worse physical health, worse mental well-being, poorer relationships with family/friends, poorer
feelings about self, poorer overall quality of life, lower overall satisfaction with life, poorer
material standard of living, poorer study/training performances, and were less likely to be
employed.

In terms of modes of gambling, the 2007/08 SHORE survey results showed that different ethnic
groups experienced different impacts to some degree, but the time spent playing EGMs in bars
showed up as having an impact with all ethnic groups and in relation to many domains of life.
The results also showed that Class 4 gambling activity was associated with criminal behaviour.
In addition it provided evidence that close family members of heavy gamblers were the
significantly impacted by their family members’ gambling. Regarding the social costs of
gambling in New Zealand, overall the study estimated that 2.4% of the population may have
had an inferior state of mental wellbeing as a result of gambling and about 10,000 New
Zealanders committed illegal activities in the past year because of gambling. The main social
costs came from those who used EGMs and those who had heavy gamblers in their lives.
More specific key results from the SHORE study are listed in Table 13.
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Table 13: Selected results from 2007/08 SHORE asses sment of social costs of gambling
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Source: Ministry of Health (2008) ‘Assessment of the Social Impacts of Gambling in New
Zealand’, prepared by the Centre for Social and Health Outcomes Research and Evaluation
(SHORE), Massey University, January 2008).
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5.0 WEIGHING THE EVIDENCE

Table 14 summarises the benefits and costs of class 4 gambling in the Rodney District.
Council’'s challenge is how best to acknowledge the benefits of community funding from
gambling machine expenditure, respect the rights of the majority to gain enjoyment from
gambling, and also mitigate the private and social costs of gambling.

Table 14: Estimated total benefits and costs of cla  ss 4 gambling in Rodney District
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* Note: Some of the taxation from Rodney District pokie machines is leaked from the local economy
through administrative costs. However, gambling expenditure tends to be diverted from other parts of
the local economy that would also be associated with tax leakage, so the marginal effect is likely to be
negligible.
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5.1 Policy Options — Benefits and Costs

A 2004 Gambling Impact Assessment for the Seven Auckland Territorial Authorities introduced
a gambling indicator framework based on analysis of social, economic, environmental and
cultural effects. This framework is particularly relevant due to the requirements of Section
77(1) of the Local Government Act 2002 for Council to assess its policy options by considering
“the benefits and costs of each option in terms of the present and future social, economic,
environmental, and cultural well-being” of the district. A summary of benefits and costs of the
three broad policy options for the 2010 review process is shown in Table 15. This analysis is
based on marginal benefits and costs rather than cumulative effects, and relates only to the
impact of the local policy rather than the overall national regulatory environment. In reviewing
its policy, Council must also have regard to the cumulative effects of gambling in the District
(refer Section 101(4)(d) of the Gambling Act 2003). Note that the analysis below is based on
an assumption that increased/decreased gambling opportunities are correlated with
increased/decreased problem gambling rates, which is disputed by some gambling industry
stakeholders.

Table 15: Assessment of options in terms of margina | impact on social, economic,
environmental and cultural well-being
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Source: APR Consultants (from Rodney District Council’s 2007 social impact report).
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5.2 Policy Options — Impact on Rodney District's Community Outcomes

Section 77(1) of the Local Government Act 2002 also requires Council to assess its policy
options by considering “the extent to which community outcomes would be promoted or
achieved in an integrated and efficient manner by each option”. Community outcomes or
aspirations provide a more localised view of community well-being than the generic four well-
beings (social, economic, environmental and cultural).

During 2008, people discussed the future and said what they value in Rodney, what they want
for Rodney in the future, what they want preserved and what they want to be different.
Community outcomes identified through Vision Rodney consultation are listed below.®

Vision Rodney community outcome statements:

1. Prosperous — ‘We will have a growing and resilient economy based on a wide variety of
businesses that fit our character’.

2. Vibrant — ‘We will have a range of recreational and cultural facilities and events across
the district and we will encourage creativity and diversity’.

3. Distinctive — ‘We will maintain and enhance the character of our townships and rural
areas through excellent urban and rural planning and the intelligent management of
growth’.

4, Connected — ‘We will have the infrastructure and services needed for our residents,

business and visitors’.

5. Safe and Healthy — ‘We will continue to have a sense of community and we will provide
for the emotional and physical well-being of our people’.

6. Clean and Green — ‘We will continue to value, protect and enjoy the natural
environment’.

It is left for the reader to translate the assessment above in Section 5.1 into the Rodney District
Community Outcomes framework. Such as assessment was not done as part of this report,
due to its subjective nature.

® Vision Rodney: www.rodney.govt.nz/YourCouncil/publications/Pages/VisionRodney.aspx.
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APPENDIX 1: GAMBLING ACT 2003 — RELEVANT PROVISIONS

98. When territorial authority consent is required—

A territorial authority consent is required in the following circumstances:

(@)

(b)

(c)

(d)

if a society proposes to increase the number of machines that may be operated at a
class 4 venue (whether by way of an application for, or amendment to, a class 4 venue
licence, and whether or not in association with an application for ministerial discretion
under section 95 or section 96):

unless paragraph (c) or paragraph (d) applies, the first time there is an application for a
class 4 venue licence for a venue for which a class 4 venue licence was not held on 17
October 2001:

if a corporate society applies for a class 4 venue licence and a class 4 venue licence
has not been held by any society for the venue within the last 6 months:

on the commencement of this section, in accordance with section 93 for a class 4
venue—

@ to which section 92 does not apply; and

(i) for which there is a class 4 venue licence granted after 17 October 2001 and
before the commencement of this section.

99. Application for territorial authority consent—

(1)

(2)

An application for a territorial authority consent must be made to the territorial authority
for the district in which the class 4 venue is, or will be, located.

The application must be accompanied by the information required by the territorial
authority to enable it to consider the application properly.

100. Considering and determining application for territorial authority consent—

(1)
(@)

(b)

A territorial authority must—

consider an application for a territorial authority consent in accordance with its [class 4]
venue policy; and

then either—

(@ grant a consent with or without a condition specifying the maximum number of
gaming machines that may be operated at the venue; or

(i) not grant a consent.

APR Consultants Ltd 35



(2)

(@)
(b)

(3)

(@)
(b)
(4)
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However, if a corporate society applies for a territorial authority consent for an
amendment to a class 4 venue licence to allow an increase in the number of gaming
machines that may be operated at a venue, a territorial authority—

must consider and determine the application in accordance with subsection (1); but
may not include a condition specifying a maximum number of machines that may be
operated at the venue that is fewer than the number of machines that may be operated
currently at the venue.

The territorial authority must notify the applicant of its determination within 30 working
days after the later of—

the date of receipt of the application; or
the date that it adopts a [class 4] venue policy.

A territorial authority must not consider an application for a territorial authority consent
before it has a [class 4] venue policy.

101. Territorial authority must adopt class 4 venue policy—

(1)

(2)

(3)
(@)

(b)

(4)

(@)
(b)

(c)

(d)
(e)
(f)

A territorial authority must, within 6 months after the commencement of this section,
adopt a policy on class 4 venues.

In adopting a policy, the territorial authority must have regard to the social impact of
gambling within the territorial authority district.

The policy—

must specify whether or not class 4 venues may be established in the territorial
authority district and, if so, where they may be located; and

may specify any restrictions on the maximum number of gaming machines that may be
operated at a class 4 venue.

In determining its policy on whether class 4 venues may be established in the territorial
authority district, where any venue may be located, and any restrictions on the
maximum number of gaming machines that may be operated at venues, the territorial
authority may have regard to any relevant matters, including:

the characteristics of the district and parts of the district:

the location of kindergartens, early childhood centres, schools, places of worship, and
other community facilities:

the number of gaming machines that should be permitted to operate at any venue or
class of venue:

the cumulative effects of additional opportunities for gambling in the district:
how close any venue should be permitted to be to any other venue:

what the primary activity at any venue should be.
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102. Adoption and review of class 4 venue policy—

(1)

(@)

(b)
(2)

3)

(4)

()

(6)

A policy on class 4 venues under section 101 must be adopted in accordance with the
special consultative procedure in section 83 of the Local Government Act 2002 and, for
the purpose of subsection (1)(e) of that section, the territorial authority must give notice
of the proposed policy, in a manner that the territorial authority considers appropriate,
to—

each society that holds a class 4 venue licence for a venue in the territorial authority
district; and

organisations representing M ori in the territorial authority district.

A policy may be amended or replaced only in accordance with the special consultative
procedure, and this section applies to that amendment or replacement.

Subsection (1)(b) does not affect the ability of a territorial authority to take similar action
in respect of any other population group.

A territorial authority must, as soon as practicable after adopting, amending, or
replacing a policy, provide a copy of the policy to the Secretary.

A territorial authority must complete a review of a policy within 3 years after the policy is
adopted and then within 3 years after that review and each subsequent review is
completed.

A policy does not cease to have effect because it is due for review or being reviewed.

103. Provision of information relating to class 4 venues in territorial authority district—

On request from a territorial authority, the Secretary must provide—

(@)

(b)

the name and address of each society that holds a class 4 venue licence for a venue in
the territorial authority district; and

the name and address of each class 4 venue in the territorial authority district and the
number of gaming machines permitted to operate there.
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APPENDIX 2: RACING ACT 2003 — RELEVANT PROVISIONS

65A. When territorial authority consent is required

A territorial authority consent is required if the Board proposes to establish a Board venue.

65B. Application for territorial authority consent

(1)

(2)

An application for a territorial authority consent must be made to the territorial authority
for the district in which the Board venue will be located.

The application must be accompanied by the information required by the territorial
authority to enable it to consider the application properly.

65C. Considering and determining application for territorial authority consent

(1)

(2)

3)

A territorial authority must—

(@) consider an application for a territorial authority consent in accordance with its
Board venue policy; and

(b) either grant or refuse a consent.

The territorial authority must notify the Board and the Secretary of its determination
within 30 working days after the later of—

(@) the date of receipt of the application; or
(b) the date that it adopts a Board venue policy.

A territorial authority must not consider an application for territorial authority consent
before it has a Board venue policy.

65D. Territorial authority must adopt Board venue policy

(1)

(2)

(3)

(4)

A territorial authority must, within 6 months after the commencement of this section,
adopt a policy on Board venues.

In adopting a policy, the territorial authority must have regard to the social impact of
gambling within the territorial authority district.

The policy must specify whether or not new Board venues may be established in the
territorial authority district and, if so, where they may be located.

In determining its policy on whether Board venues may be established in the territorial
district and where any Board venues may be located, the territorial authority may have
regard to any relevant matters, including—

@) the characteristics of the district and parts of the district:

(b) the location of kindergartens, early childhood centres, schools, places of
worship, and other community facilities:

(© the cumulative effects of additional opportunities for gambling in the district.
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65E. Adoption and review of Board venue policy

(1)

(2)

3)

(4)

()

(6)

A policy on Board venues under section 65D must be adopted in accordance with the
special consultative procedure in section 83 of the Local Government Act 2002 and, for
the purpose of subsection (1)(e) of that section, the territorial authority must give notice
of the proposed policy, in a manner that the territorial authority considers appropriate
to—

(a) the Board; and
(b) organisations representing M ori in the territorial authority district.

A policy may be amended or replaced only in accordance with the special consultative
procedure, and this section applies to that amendment or replacement.

Subsection (1)(b) does not affect the ability of a territorial authority to take similar action
in respect of any other population group.

A territorial authority must, as soon as practicable after adopting, amending, or
replacing a policy on Board venues, provide a copy of the policy to the Board and the
Secretary.

A territorial authority must complete a review of a policy within 3 years after the policy is
adopted and then within 3 years after that review and each subsequent review is
completed.

A policy does not cease to have effect because it is due for review or being reviewed.
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APPENDIX 3: RODNEY DISTRICT GAMBLING VENUE POLICY 2004
(REVISED AUGUST 2007)

Available on-line at www.rodney.govt.nz (keyword: “gambling”).

Introduction

On September 19th 2003, the new Gambling Act came into effect. The purpose of the
Gambling Act is to control gambling, prevent and minimise harm, facilitate responsible
gambling, ensure integrity and fairness, limit opportunities for crime and dishonesty, ensure
that money from gambling benefits the community and facilitate community involvement in
decisions about the provision of gambling.

The Act also amended the Racing Act 2003. The Rodney District Council is now required to
prepare policies on ‘Class 4’ gambling under the Gambling Act and ‘Baord’ venues under the
Racing Act.

What are Class 4 and Board venues?
Class 4 gambling is gambling:

That uses or involves a gaming machine;

Where the proceeds are distributed for authorised purposes;

Where no commission is paid to, or received by, a person for conducting the gambling;
That satisfies relevant game rules.

A ‘Class 4’ venue is a place that conducts Class 4 gambling.

‘Board’ venues (also known as TABs) are premises owned or leased by the New Zealand
Racing Board where the main business is race or sports betting.

Local Council Requirements
Each council must adopt ‘Class 4’ and ‘Board’ venue policies which:

Must specify whether or not Class 4 and Board venues may be established in its area,
and if so, where they may be located; and

May specify any restrictions on the maximum number of gaming machines that may be
operated at a Class 4 venue.

In developing each policy, the Council must have regard to the social impacts of gambling. For
the purposes of simplicity, the Rodney District Council has combined the two policies to create
a Gambling Venue Policy .

The Council must consider applications from gambling societies or trusts for council consent in
accordance with its policy, and decide whether to grant the consent, which must be decided
within 30 working days. A society requires consent to:

Increase the number of gambling machines at a venue

Start operating gambling machines at a new venue

Continue operating gambling machines at a venue licenced between 17 October 2001
and 19 September 2003.

Apply for Ministerial discretion to merge or increase the number of machines beyond
nine, in the case of a club.

APR Consultants Ltd 40



Social Impacts of Class 4 Gambling in the Rodney District (2010 update)

A gambling venue must have council consent in order to apply for a licence from the
Department of Internal Affairs.

Gambling in Rodney District

According to the Department of Internal Affairs the Rodney District has 39 Class 4 gambling
venues, and 432 machines as at September 2003. This equates to one machine for every 178
residents, which is lower than the national average. While there are 8 TAB outlets in the
district, there are no ‘standalone’ TABs. These are the only types of TABs that the Council can
address in its policy, other than those that also have Class 4 gambling.

The Social Impact of Gambling

As part of developing its venue policy, the Council commissioned a social impact assessment.
Key findings included:

High concentrations of machines are most likely to be found in areas of high
deprivation, low income, older-aged persons and pacific ethnic populations. Fewer
occur in areas with more M ori.

Of the grants by the six main national trusts, $1.4 million is distributed to the Rodney
District.

Of this, just under 40% goes to sports and physical activities, and 25% to education.

Of the problem gamblers in Rodney, it is estimated that 85% identify their problem
gambling mode being gambling machines (including 15% casino gambling machines),
9% casino tables, and 5% track betting.

Greater accessibility is generally associated with increased gambling, increased
numbers of problem gamblers and increased community harm.

Other issues raised by Rodney community members and the gambling industry to date include;

The accessibility and visibility of gambling machines
Problem gambling in the district

Transparency of community grant funding
Distribution of community grant funding in the district
Host responsibility of gambling venues

Control over gambling machines

Council monitoring of gambling statistics.

Rodney District Gambling Venue Policy — New Zealand Racing Board
Venues

1. Objectives of the Policy
To control the growth of gambling in the district while continuing to provide opportunities
for recreational gambling;
To encourage responsible gambling in the district and prevent and minimise the harm
caused by gambling, including problem gambling; and
To facilitate community involvement in decisions about the provision of gambling.

2. General Conditions

The New Zealand Racing Board requires the consent of the Council if it proposes to establish a
Board venue.

Board venues with Class 4 gambling machines are a Class 4 venue for the purposes of this
policy and must comply with the Class 4 venue policy.
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3. Number of Board Venues in the District
No limit will be imposed on the number of standalone Board venues.

Note: for the purposes of this policy, standalone Board venues with Class 4 machines are to be
considered as Class 4 venues and subjected to the Class 4 venue policy.

4. Where Board Venues may be Established
Board outlets may be established, subject to:
@ meeting application and fee requirements; and
(i) being no closer than 50 metres of a residential zone; and

(iii) meeting the District Plan’s and other relevant policy requirements.
5. Applications

Applications for Council consent for a new Board venue must be made on the approved form
and must provide:

@ name and contact details for the application;

(i) street address of premises proposed for the Board venue licence;

(iii) the names of management staff;

(iv) a site plan covering both the gambling and other activities proposed for the

venue, including details of each floor of the venue; and
(v) a statement of the primary activity occurring on the site.

6. Application & Processing Fees

Application fees have been set by the Council at $360 and includes the cost of processing the
application.

7. Policy Review Period

This policy shall initially be reviewed in two years time, and at least once every three years
after the first review. The Rodney District Council may review this policy as a result of the
Council’s findings regarding the impact of gambling.

8. Other Requirements

The restrictions continued in the Gambling Act and Racing Act are additional to RMA 1991,
Rodney District Council bylaws and other statutory requirements.

Rodney District Gambling Venue Policy — Class 4 Ven  ues
1. Objectives of the Policy

To control the growth of gambling in the district while continuing to provide opportunities
for recreational gambling;

To encourage responsible gambling in the district and prevent and minimise the harm
caused by gambling, including problem gambling; and

To facilitate community involvement in decisions about the provision of gambling.
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2. General Conditions

A society requires Council consent in respect of a Class 4 venue to;

€) increase the number of gambling machines that may be operated at such a
venue;

(b) start operating gambling machines at such a venue that was not on any
society’s license within the previous six months;

(© start operating gambling machines at such a venue for which a licence was not
held on a date after 17 October 2001 and before 19 September 2003; and

(d) continue operating gambling machines at such a venue for which a licence was
held on a date after the 17 October 2001 and before 19 September 2003.

3. Overall Cap on Number of Venues in the District

The number of venues operated within the district shall not exceed the number

operating on 19 September 2003 when the Gambling Act received its royal assent.

However, where a society surrenders or otherwise ceases to hold its Class 4 venue

licence in relation to a particular venue, a licence may be granted to that society or

another society in relation to a different venue.

The Council will only issue consent for a new venue if it is satisfied that the existing

venue licence has been extinguished. Once the Council is satisfied that a licence has

been extinguished, the opportunity for a new venue licence will be notified and

applications assessed, at its discretion, following consideration of the following criteria:

- The decile score of the township in which the venue is proposed (from the New
Zealand Deprivation Index);

- The existing machine per person ratio of the township in which the venue is
proposed

- The location of the proposed venue in relation to existing venues

If two or more applicants are received which are equally ranked, a ballot system may be

used to select the appropriate venue.

4. Numbers of Gambling Machines to be Allowed

New venues shall be allowed a maximum of 6 gambling machines.

Existing venues with licences issued after 17 October 2001 and prior to 19 September
2003 shall be allowed to maintain the same number of gambling machines operating at
the venue.

Existing venues with licences to operate fewer than 6 machines shall be allowed to
increase the number of machines operated at the venue to 6.

Where venues are relocating to new premises on the same property, the Council will
give consent to operate the same number of machines.

Clubs and Ministerial Discretion (Merging of Clubs and Increasing of Machine Numbers)

The Council will not provide consent under sections 95(1)(f) (merging of clubs) or 96(1)(e)
(increasing of machine numbers) of the Gambling Act 2003 to any applications by clubs with
Class 4 licenses seeking Ministerial discretion to increase the number of gambling machines
permitted at a venue beyond the number that would have been permitted under section 4 of
this policy.
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5. Where Class 4 Venues may be Established

Class 4 gambling venues operating prior to the 19th September 2003 are exempt from these
rules.

Class 4 gambling venues may be established subject to:
() meeting application and fee requirements;
(i) the number of gambling machines proposed for the venue being able to be met
within the overall district cap (maximum) on venue licences;
(iii) being no closer than 50 metres of a residential zone;
(iv) having an on-licence or club liquor licence
(v) meeting the District Plan’s and other relevant policy requirements

6. Primary Activity

The primary activity at a Class 4 venue should not be:

(a) Gambling machines: or

(b) Activities designated primarily for family and children: or
(© Restaurants

Class 4 gambling venues operating prior to the 19th September 2003 are exempt from these
rules.

Class 4 venues (excluding Board venues) licensed after 18 October 2001 require an on-
or club- liquor licence as a condition of Council consent.

7. Applications

Applications for Council consent for a new Class 4 gambling venue must be made on the
approved form and must provide:

0] name and contact details for the application;

(i) street address of premises proposed for the Class 4 licence;

(iii) the names of management staff;

(iv) consent of the venue operator for the society to apply for consent;

(V) a site plan describing both the gambling and other activities proposed for the

venue, including details of each floor of the venue;

(vi) a statement of the primary activity occurring on the site;

(vii)  details of liquor licence(s) applying to the premises (if any);

(vii)  the reason for applying for the venue.

8. Application & Processing Fees

Application fees have been set by the Council at $360 and includes the cost of processing the
application.

9. Policy Review Period

This policy shall initially be reviewed in two years time, and at least once every three years
after the first review. The Rodney District Council may review this policy as a result of the
Council’s findings regarding the impact of gambling.

10. Other Requirements

The restrictions continued in the Gambling Act and Racing Act are additional to RMA 1991,
Rodney District Council bylaws and other statutory requirements.
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Explanation of Terms
Board venue - premises that are owned or leased by the New Zealand Racing Board and
where the main business carried on at the premises is providing race betting or sports betting
services under this Act.

Class 4 Gambling —

(@) gambling that is not gambling of another class and that satisfies the following criteria:

@ the net proceeds from the gambling are applied to or distributed for authorised
purposes:
(i) no commission is paid to, or received by, a person for conducting the gambling:

(iii) the gambling satisfies relevant game rules; and
(b) gambling that utilises or involves a gambling machine; or
(© gambling categorised by the Secretary as class 4 gambling.

Class 4 Venue — means a place used to conduct class 4 gambling.

Club — means a voluntary association of persons combined for a purpose other than personal
gain.

District Plan — means the Rodney District Operative District Plan 1993, the Rodney District
Proposed District Plan 2000, or any succeeding district plan prepared under the provisions of
the Resource Management Act 1991.

Gambling Machine —
(@) means a device, whether totally or partly mechanically or electronically operated, that is
adapted or designed and constructed for use in gambling; and

(b) includes a device for gambling that is conducted partly by a machine and partly by other
means; and
(© includes a device, or type of device, that is declared to be a gambling machine by

regulations made under section 368 of the Gambling Act 2003; but
(d) does not include —
() a device used only to draw a lottery
(i) a random selection device used in a game of housie; or
(iii) a device used only to dispense tickets that is not capable of being used to
decide the outcome of gambling; or
(iv) a communication device that is used both to dispense tickets and draw a lottery
that is a sales promotion scheme; and
(e) does not include a device, or type of device, that is declared not to be a gambling
machine by regulations made under section 368 of the Gambling Act 2003; and
() does not include a device operated by the Lotteries Commission.

Residential Zone — means any land with a residential zoning in the District Plan.

Society — means an association of persons established and conducted entirely for purposes
other than commercial purposes.
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APPENDIX 4: LIST OF GAMBLING VENUES IN RODNEY DISTRICT

The following information was compiled from the Department of Internal Affairs website on 23 February 2010 (‘All venues and numbers by territorial
authority at 31 December 2009) plus earlier data accessed from the DIA website in 2007. Note that:

1. Where the description of Society name includes “formerly XYZ society” this means that ownership of machines at that venue has changed to a
different society. This does not necessarily imply that a society has changed its name.
2. Where the description of a Venue name includes “formerly XYZ venue” this means that the venue has changed names. This does not
necessarily imply anything about change of ownership of the venue and/or machines.
3. The term “defunct” means that a venue no longer holds an operators licence for class 4 gambling machines. This does not imply anything
about the current status of that venue for other purposes.
4, Shaded cells indicate that the gambling machines were removed from these venues during the period 2007 to 2009.
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