


(HLS, 2020).* The lack of regulatory control over online casino gambling in New Zealand
means that some people are not protected by the same harm minimisation tools as others
and may not seek timely support. Regulating online casino gambling will give the
Government tools to ensure that operators are conducting gambling in a safe and fair way
for consumers, and to recover the costs of regulation from operators.

This Regulatory Impact Statement (RIS) compares the status quo (no regulation of online
casino gambling provided from offshore) with two options:

e Option 2: a ‘light touch’ regulatory model that has no ex-ante assessment of
operators, and sets no limit on their numbers. Apart from a requirement to register
for tax and gaming duty, regulatory control would be ex-post, in response to
complaints or evidence that operators were not meeting advertising prohibitions, or
not complying with harm minimisation or consumer protection standards; and

e Option 3: a licensing-based regulatory approach, with a limited number of operators
each with an authority to operate that could be revoked by the regulator. Operators
would be assessed against relevant standards before being allowed to advertise or
offer services. Unlicensed operators would be prohibited.

The Department of Internal Affairs (the Department) is recommending Option 3: a
licensing-based approach that is similar to that in place for all other forms of gambling in
New Zealand. Under this model, domestic advertising of online casino games would be
legalised, within limits. This would enable licenced operators to attract or ‘channel’
customers away from unregulated operators towards their regulated platforms.5 In the
Department’s view, this approach is the most likely to deliver on Cabinet’s objectives.

The status quo allows a very large number of operators to offer services, providing varying
levels of harm prevention and consumer protection, and with no New Zealand regulatory
oversight. Advertising, while banned domestically, is readily provided through online
services. There are no harm minimisation or consumer protection standards for operators
to meet, and no regulator resourced to check on operators’ performance on these matters
in any case.

Option 2, a light touch regulatory regime, risks a market where there are more operators
than a regulator can meaningfully oversee. A lack of pre-qualification would limit the ability
of the system to channel customers to safer providers and impact the standard of
consumer protection. Option 2 also has no obvious funding mechanism for the regulator,
potentially creating a cost burden for Government and eroding the revenue gathering
benefits of the new Gambling Duty and the proposed regulatory regime.

Public consultation has not been conducted on the specifics of the proposals. However,
consultation on regulating online gambling in 2019 showed strong support for regulating
online gambling, with a focus on reducing harm. The Department intends to conduct
further consultation on the proposals discussed here, but the pace of policy development
required to establish a regulatory regime by mid-2026 (as the Minister has directed) will
likely require a targeted consultation process rather than public consultation.

4 Household level harm denotes harm with consequences beyond the gambler and within a household, such as
arguing about spend on gambling or inability to afford household essentials due to gambling losses.

5 Channelling refers to the proportion of total online gambling expenditure that is spent in the regulated market. It
is used internationally as a measure of how successful regulation is at ensuring as many people as possible
are gambling with comparatively safer licensed operators.
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1. New Zealand’'s current gambling regulatory regimes do not capture online casino
gambling with offshore providers, while prohibiting domestic provision of most online
gambling. As a result, there are no mechanisms available to monitor the online casino
gambling industry, or to set and enforce industry standards that minimise gambling harm,
protect consumers, support the Government’s revenue gathering goals, or otherwise
enforce compliance with New Zealand’s laws, regulations and standards.

2. References in this document to ‘online gambling’ are subtly but critically different:

o Remote interactive gambling is defined in the Gambling Act (2003) (the Act) as
gambling done by a person at a distance by interaction through a communication
device.

o Offshore online gambling refers to remote interactive gambling, accessed and
participated in by someone in New Zealand but conducted by an operator outside
New Zealand. This includes casino and non-casino products (such as sports and
race wagering).

¢ Online casino gambling refers to gambling that is specific to casino games,
excludes lotteries, sports and race wagering, and is the form of gambling captured
by Inland Revenue’s amendments to the Gaming Duties Act (1971). This currently
is only legally provided by offshore providers. Domestic provision would require
changes to the Act.

3.  The document also makes distinction between ‘operator’ and ‘platform’:

e Operators run multiple gambling brands and websites, sometimes under single
parent companies.

¢ Platforms are the brand or website customers access for gambling purposes. It
is used in reference to the proposals covered in the corresponding Cabinet
paper, which stipulates licensing 15 platforms. Further details on the
operationalisation of platform licensing will be confirmed at a later date.

4.  These and other terms are set out in a glossary at Appendix | (Page 35).

5.  New Zealand'’s existing gambling regulatory regime is regulated across the Act and the
Racing Industry Act 2020. The Act is based almost exclusively on land-based gambling
options, and has purposes across the pillars of reducing harm, community returns,
and integrity. These pillars underpin the regulatory mechanisms and processes that
direct how gambling must be operated, equip regulators to uphold standards, ensure
that profits from gambling are distributed back into communities, and provide oversight
and monitoring for the various agencies involved.

6. This system treats different modes of gambling separately based on the risk (gambling
harm, matters of integrity, and other social risks), popularity of the products, and the
amounts of money available as prizes. The three highest risk/largest prize size options
are operated through licensing-based regulatory regimes: Class 3 (fundraising purpose
with prizes exceeding NZD$5,000), Class 4 (gaming machines in pubs, clubs and
some TAB venues — known as ‘pokies’) and casinos. The cost of these licensing and
regulatory functions is recovered through licensing fees.

7.  The Act sets regulation-making powers for the Minister of Internal Affairs and delegates
some powers to the Secretary of Internal Affairs. Some of the regulatory oversight of
casinos, including licensing, rests with the Gambling Commission (a permanent
commission of inquiry). Regulation-making with respect to sports and race wagering
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with TAB NZ, excluding TAB NZ’s Class 4 operation, is set out in the Racing Industry
Act.

8.  The largest gambling sectors (Class 4, casinos, Lotto NZ, TAB NZ) each pay a problem
gambling levy (PGL) and make returns to New Zealanders. The levy recovers the costs
of gambling harm services in New Zealand, public health initiatives, gambling research,
and developing and implementing the Strategy to Prevent and Minimise Gambling Harm
led by Ministry of Health.®

The Act largely focuses on land-based gambling, however Lotto NZ and TAB NZ have
domestic online product platforms

9. The Act’s definition of “remote interactive gambling” (online gambling) excludes:

e gambling operated by the Lotto NZ;
¢ gambling authorised by the Racing Industry Act;

e gambling by a person in New Zealand conducted by a gambling operator located
outside of New Zealand; or

e a sales promotion scheme that is in the form of a lottery and is conducted in New
Zealand.

10. There is no domestic operator who is authorised to provide other types of online
gambling, such as online casino games, which means New Zealanders look to offshore
operators for these types of gambling. SkyCity and Christchurch Casino currently own
and operate online casinos, but to comply with the current legislative framework these
operations are based offshore.

Remote interactive (online) gambling is prohibited in New Zealand, but there is no
mechanism to prohibit or regulate offshore providers

11. New Zealand is one of the few remaining OECD countries that does not regulate offshore
online gambling.” There are no restrictions on this offshore market or these operators,
apart from prohibiting them from advertising. This prohibition has become less effective
over time because the Act only restricts the publication of, or an arrangement to publish,
advertisements (ads).in New Zealand.

12.  Online advertising circumvents these definitions (ads are not “published” on offshore
digital platforms) and New Zealand has limited jurisdictional reach or powers to enforce
this prohibition internationally. As a result of increasing participation in the online
‘borderless market’, New Zealanders are frequently exposed to advertising for online
gambling platforms that do not meet legislative definitions and breach prohibition. It is
possible that advertising in these unrestricted grey areas contributes to increasing online
casino gambling participation.

Some revenue gathering mechanisms exist, but the legislative framework results in an
otherwise unregulated offshore online market

13. New Zealand currently has a largely unregulated market where offshore operators can
provide gambling products to New Zealand with next to no restrictions other than
advertising. Prior to July 2024 (when an online casino gaming duty comes into force), 36

6 Strategy to Prevent and Minimise Gambling Harm 2022/23 to 2024/25 — Ministry of Health

7 New Zealand and Japan are the only remaining OECD nations with no regulatory regime capturing online
casino gambling.
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offshore operators paid revenue to the New Zealand Government through GST
(inclusive, set at roughly 13% of gross betting revenue (GBR)? by Inland Revenue).
Some operators contribute to the purposes of the Racing Industry Act by paying the point
of consumption charge (PoCC) on bets take on sports and racing with parties that are
not TAB NZ.° However, none of these operators contribute to the PGL.'° From July 2024,
Inland Revenue will collect a 12% gaming duty.'" Inland Revenue produced a RIS on
this policy in February 2024.12

14. The online gambling market is estimated to be between $300 million and $800 million
dollars.'® Some operators already pay GST. Between 2016 (when GST collection began)
and 2022/23, $224.5 million has been collected. 93.8% was collected from 15 of 36
registered operators and 81.5% from 6 of those 15 operators. This market is growing,
however we do not know by how much.

15. Other than revenue gathering and advertising restrictions, there are no regulatory
mechanisms applied to offshore online gambling operators. There are currently no
mechanisms to protect consumers from and prevent criminal activity through offshore
online gambling, as with domestic gambling modes in New Zealand. For instance, casino
and Class 4 operators are subject to requirements on:

e what information must be displayed to gamblers;
e game features and standards; and

e monitoring/reporting to regulators.

The status quo: a lack of regulatory standards allows social harm from a
growing industry

16. Evidence on industry growth and harm point to a status quo of limited opportunity
for intervention, negligible cost recovery and high social cost. Financial data shows
a growth in overall industry value, with consolidation among a minority of operators.
However, without more - disaggregated reporting, it is difficult to draw detailed
connections between operator performance and outcomes for gamblers using those
platforms and products. Existing data, while not from a coherent source of industry
monitoring, is clear: online gambling is very popular with at-risk gamblers, unpopular with
individuals who exhibit little risk or do not gamble, and is steadily increasing as a
proportion of people presenting to gambling harm services.

17. Many online gambling operators have tools in place to identify and/or minimise gambling
harm. These operators have significant expertise and experience with using these
features. Key gaps in this approach are a lack of uniform standards across multiple
providers, a lack of regulatory oversight of their implementation, and a siloed perspective
that does not consider the impacts of varied approaches on gamblers (ie, differences

8 Gross betting revenue (GBR) is the total revenue to operators after paying out prizes to gamblers.
9 The PoCC is set at 10% of an offshore operators revenue from bets on sports and racing taken in New Zealand.

10 2 5% of the PoCC charge is paid to the Ministry of Health to contribute to the Ministry’s role in minimising the
impacts of gambling harm in New Zealand.

11 Inland Revenue (2024) Offshore Gambling Duty, New Legislation — Special Report

12 Regulatory Impact Statement: Online Casino Taxes (21 February 2024) Inland Revenue

13 This is based on several sources, including Inland Revenue data from reporting by registered operators, and
estimates from various interested groups such as online gambling providers
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between users of different products, or outcomes for people using multiple platforms).
For example, if operators impose wealth-based spend limits, how these do or do not
consider gambler’s use of multiple platforms is not clear.

There is a clear relationship between participation in online gambling and gambling
harm

18. A small number of New Zealanders (estimated at 105,000 people in the HLS 2020)
participate in offshore online gambling. This number has steadily increased from 2010 to
2020 (in 2010, it was estimated at 7,000 people). Offshore online gambling is more
popular with individuals at risk of gambling harm, with 39% of offshore online gamblers
in the HLS 2020 having a harm-measure score denoting some level of risk from low to
problem gambler status. This popularity with at-risk gamblers exceeds that of Class 4
(New Zealand’s highest risk land-based gambling).

19. Currently, the Act does not enable the Ministry of Health to collect the PGL from online
operators. As a result, the majority of New Zealand’s land-based gambling operators pay
the costs of gambling harm services attributable to offshore online gambling. Left
unaddressed, the increasing participation, harm and social costs are likely to continue.

What is the policy problem or opportunity?

20. Offshore online gambling is not captured by New Zealand’s existing gambling legislation
and regulatory regime, and there are no mechanisms to prevent and minimise gambling
harm, protect consumers of offshore online gambling, and recover the costs of such
regulatory mechanisms.

21. There are three key problems:

¢ Online gambling is growing — the number of people participating in online
gambling continues to increase year on year.

e As aresult, some gamblers are experiencing harm because of online gambling;
this subset is a greater proportion of the than people experiencing harm from
other forms of gambling in New Zealand.

o The current legislation and regulatory regime are not built to respond. There are
no mechanisms regulating the products provided by operators outside New
Zealand and there is no oversight of consumer protections (such as ensuring
operators are paying out winnings). Domestic provision is currently illegal.

The current legislation and regulatory regime are not built to respond

22. - When the Gambling Act was introduced, it had considered some online gambling, but
not the proliferation of thousands of online gambling sites available in today’s market.
People gambling online from New Zealand are gambling across a large number of
operators, with widely varying standards of consumer protection and harm prevention,
and no guarantees of fair and robust standards.

23. Previous consultation on regulating online gambling in 2019, showed strong support for
regulatory settings that protect New Zealand consumers of online gambling products.

There are no mechanisms to prevent online gambling platforms using harmful
products and features in the New Zealand market
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24. The large number of operators with inconsistent standards of harm prevention and
consumer protection means people in New Zealand are exposed to harmful features and
products, with no recourse.

25. The Department receives complaints from online gambling consumers, but it does not
have a mandate to act on these. A frequent complaint is when people are not able to
withdraw winnings from online gambling platforms, resulting in serious financial losses
that do not reflect the stakes made when gambling.

26. Without a legislative and regulatory mechanism to ensure standards of integrity and
general compliance with New Zealand laws and standards, there is a vacuum in which
activities such as money laundering and other financial crimes can occur.

There are no mechanisms to recover the costs from offshore operators for the harm
caused

27. The proportion of people seeking help from gambling harm services for their gambling is
increasing. Between 2019/20 and 2022/23 this figure increased from 551 to 941 persons.
These figures cannot be compared to other types of gambling modes as gamblers list all
types of gambling contributing to their help-seeking and these are equally weighted in
the data.’ These services are funded by the PGL. The cost of these clients is currently
covered by the PGL collected from land-based domestic gambling operators
(paragraphs 18 & 19)

It is difficult to enforce advertising restrictions on online platforms

28. The Act makes it illegal to publish or arrange to publish advertisements for overseas
gambling (which captures all online casino gambling currently) and has limited
regulation-making provisions to limit certain advertising. The Act does not address
sponsorship at all.

29. In recent years, advertising by offshore online gambling operators has become
established in New Zealand. The current legislation does not define ‘publish’ sufficiently
to capture modern forms of advertising. Further, the internet’s borderless nature means
people in New Zealand are occupying online spaces that are not operated in or regulated
by New Zealand.

Regulating online.casino gambling also presents opportunities

30. Regulating online gambling presents opportunities to change this status quo:

14 Gambling harm intervention services data (2024) Te Manatu Hauora the Ministry of Health
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Ensuring that New Zealand consumers who use online casino products have the
confidence that they can do so on platforms vetted and monitored by the
Government.

Implementing restrictions that balance the need to provide robust protections
while also ensuring an attractive market of regulated platforms for consumers.

Bringing New Zealand into line with the rest of the OECD (excluding Japan) who
regulate online gambling in some fashion.

Assumptions, risks, and uncertainties

31.  We have made the following assumptions in our analysis. While they are based on the
available evidence, there is uncertainty around the online gambling market, including its
size and the level of harm it is causing.

The number of New Zealanders participating in online gambling will
continue to increase over time, as will the size of the market. Global and
domestic trends support this assumption.

An increase in participation in online gambling will have a corresponding
increase in harm. Both increasing participating and higher spends on online
gambling are likely to lead to a greater proportion of harm as gambling online is
an inherently risky activity, for some.

People will continue to participate in online gambling with offshore
operators and stopping individuals from using offshore gambling platforms
is not an effective solution. International evidence shows this is ineffective.
Such approaches also carry human rights and public health risks.

Government regulation is an effective mechanism for reducing harm from
gambling, as enforced evidence-based approaches to harm minimisation
provide a safer overall market.

A broad regulated market can encourage gamblers to gamble in safer
online settings. A broad range of choice of operators and platforms, with a
competitive market of odds on offer can encourage people to stay within
regulated markets (and enable channelling) compared to restrictive markets
which may drive customers to unregulated operators.

A black market will remain in New Zealand. Many operators will leave the New
Zealand market rather than operate illegally due to the risk of losing their license
in other more profitable jurisdictions. Enforcement tools will assist in driving
others out of the market. However, it is likely that a black market will remain.

Any harm from advertising will be outweighed by enforceable harm
reduction measures. Allowing some advertising by operators will support
channelling to regulated markets, keeping players in safer online settings. The
higher standards of a regulated market (including rules on advertising and harm
reduction on online gambling platforms) will reduce the overall burden of harm.

Requiring offshore operators to contribute to community funding will
reduce the impact of any new regime. Evidence from overseas has seen
operators pull out of markets to protect their profits when their operating costs are
increased by tax and duty changes. The 12% gaming duty combined with 13%
GST makes New Zealand one of the highest taxing jurisdictions.

32. There are also risks in the proposal to regulate the online gambling market:

Regulating the market may encourage people residing in New Zealand to
take up online gambling. If regulated operators are considered more
trustworthy than currently, and can promote themselves more effectively, this
may result in an increase in participation and an increase in overall harm from
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online gambling. Furthermore, if a shift to online gambling on offshore operators
results in a move away from other forms of gambling like TAB NZ or Lotto NZ,
there could be a negative impact on current community funding streams.

o [f a larger and more successful black market remains than currently anticipated,
harm minimisation measures in the regulated market may not be as
successful as intended in reducing the overall harm from online gambling.
Designing a market that is as appealing to consumers as possible is key to
reducing this risk.

o Harm minimisation and market channelling requirements may be a delicate
balancing act. Some harm minimisation features may detract from the market
appeal and channelling. Conversely, focusing on achieving a high channelling
rate may result in diluted harm minimisation settings and more harm. This would
be especially complex if regulated parties exert influence on the system and
settings.

What objectives are sought in relation to the policy problem?
33. Cabinet has set three key objectives for the establishment of a new gambling regime:

e prevent and minimise the harm caused by online casino gambling;
e protect consumers of online casino gambling; and
e support tax (GST and gaming duty) collection.'®

34. The Minister of Internal Affairs has asked that we meet Cabinet’s goals:

e by maximising channelling of consumers into the regulated market, and
e without aiming to growing gambling activity overall,
e subject to ensuring that total regulatory costs are reasonable.

35. The design will also need to be legally defensible. New Zealand’s international
obligations, and requirements around anti-money laundering and countering of financing
of terrorism (AMLCFT) are particularly important.

15 The Minister for Internal Affairs has stipulated that supporting tax collection does not equate to increasing the
amount returned through supporting industry growth. This implies the objective falls into maximising
channelling of existing gambling and industry compliance.
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What option is likely to best address the problem, meet the policy
objectives, and deliver the highest net benefits?

Option three achieves the optimal trade-offs for a new regulatory regime

59. Option three includes the optimal regulatory settings when considered against Cabinet’s
system objectives:

¢ This option enables channelling through advertising and market diversity and
competition, while also giving the Government levers and controls to prevent an
unrestrained gambling system.

e |t would set harm prevention and consumer protection standards and crucially the
tools to enforce them.

¢ Importantly, it would balance regulatory cost with a risk-based enforcement
approach to minimise costs for operators and a cost recovery model for a neutral
cost to Government.

60. It may seem counterintuitive that a licensing and regulating model would support the
Government’s revenue gathering goals, however we expect this to be the case. Such an
approach would enable licenced operators to advertise (both standardising rules, and
normalising advertising media), thus channelling consumers toward their platforms and
products and away from unregulated and untaxed black-market operators. Inland
Revenue’s analysis indicates this will raise $10 to $13 million more in revenue per
annum, when compared to a taxation-only approach. In this regard, option two is similar
to the status quo, and would distribute gambling participation more broadly — making it
difficult to prevent leakage to unregistered operations with loss of revenue.

61. 2@)xh)

How does option three compare to other jurisdictions’ licensing regimes?

62. Licensing is a generally standard approach to regulating online gambling. It provides the
greatest breadth of tools and the most confidence to Governments of being able to
execute their authority over regulated parties when breaches of compliance are found.
All other OECD nations (excluding Japan) regulate online gambling through a license-
based regulatory regime. There are some differences throughout these regimes, and
these are largely driven by differences in objectives. Evidence on the success and
failings of these regimes demonstrates that the proposals here take an evidence-based
middle-road.

63. Finland implemented a state monopoly system for online gambling in 2017. They saw
the market share that the monopoly held (or the amount of gamblers being channelled
to the operator) steadily reduce over the years from 87% in 2017 down to 52% in the
most recent statistics. Finland’s Competition and Consumer Authority had concluded that
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64.

65.

the model had failed in preventing gambling with unregulated operators and failed in
minimising the negative affects of the products. '8

Conversely, the United Kingdom has a complex and large-scale licensing model. It does
not limit the number of licenses issued. The industry is worth £14.2 billion — however this
has come with growing evidence of harm and pressure to address regulatory gaps. The
UK Gambling Commission’s 2023 advice to Government on reforms to its Gambling Act
2005 notes the regulatory actions taken in lead up to the advice including; revoking 10
licenses, issuing £100 million in penalty actions, as well as introducing broad suites of
requirements on harmful features such as VIP programmes. This advice also noted the
need for significant investment and greater flexibility of resources for the regulator. New
Zealand is a comparably smaller population and market; and would struggle to resource
a regulator to reverse widespread harm in an equally large or lightly regulated market.

These examples demonstrate the value in the proposed licensing regime including clear
restrictions products and platforms, a focus on channelling with a diverse and appealing
market, and the need to maintain a manageable market for fiscally constrained regulatory
operations.

Option three is likely to maximise stakeholder support

66.

67.

68.

69.

70.
71.

Regulation has previously received wide support from consumers, gambling harm
service organisations, and online gambling operators.

Online operators have indicated they are in favour of a licensing regime. This provides
them confidence both here in New Zealand, and abroad. These operators are licensed
in multiple jurisdictions and many of these regimes require them to be compliant in other
jurisdictions. Option three achieves the Government’s objectives and is likely to provide
certainty for their other licensed operations through a clear licensing regime.

New Zealand’s domestic operators have been covering the costs of gambling harm
attributable to online casino gambling as calculated through the PGL process for years,
which has been raised as an issue for consideration for any online gambling regulatory
settings for some time. Bringing online casino operators into the regulated system and
imposing the levy would redistribute this cost more fairly.

Problem gambling-service providers have also long advocated for changes to the
legislative and regulatory settings to enable effective responses to what can, for some,
be a dangerous activity.

An effective regulatory regime is the best tool to shift distributional impacts of gambling.

The first two sections of this document summarised current settings (the status quo) that
demonstrate three key points with respect to distributional impacts:

e without a coherent and continuous monitoring mechanism, understanding
gambling behaviour and applying it to policy decisions is complex and less
effective;

¢ without standardisation and enforcement of prevention tools (ie, only having a
standard of minimisation at the treatment end of the harm journey) gambling

18 Finland moves away from gambling monopoly. 2026 will be the year of change for Finnish gambling. Times Malta. 2024.
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harm is growing, and disproportionately participated-in by people who
experience gambling harm; and

o this results in a distribution of hambling harm that impacts priority populations
more than the general population.

72. Effective regulatory settings applied uniformly to all licensed online casino gambling
providers, combined with enforcement tools and settings that channel consumers to that
market is the most effective way to reduce the impact of gambling harm.

73. One such setting is age limits. Currently, Class 4 (pubs, clubs and some TAB NZ venues)
is limited to people over 18 years of age to match the alcohol licensing of those venues.
Land-based casinos are limited to people over 20 years of age. One proposal for online
casino gambling is for an 18+ limit with additional spend controls for people under 25.
This will have additional monitoring and evaluation requirements to ensure it achieves
the intended outcome of preventing harm for young people, without increasing costs to
operators and reducing the value of the licence. This, or any similar approach to age
limits, would also need to be well justified if found to be rights-limiting under the Bill of
Rights Act 1990.
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Figure 1 - Intervention logic of proposed regulatory regime (option three)
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81. The Minister has indicated that she wants to establish the regulator by early February
2026. This limits the time available to consult on the proposals herein. The Department
intends to undertake targeted consultation to test the validity of previous consultations
and certain aspects of proposals.

82.

o}
@

The Ministry of Health conduct a regular review of the system’s harm prevention and
minimisation measures

84. Under the Act, the Ministry of Health conducts a review of the Strategy to Prevent and
Minimise Gambling Harm every 3 years, with a needs assessment to inform the
development of the strategy and a review of the PGL rates for each sector. By having a
licensed and regulated online gambling system with robust oversight, detailed and
accurate information can be included in reviews to inform and support effective harm
prevention and minimisation strategies.
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How will the new arrangements be monitored, evaluated, and reviewed?

85.

86.

87.

88.

89.

90.

91.

92.

Details on the arrangements for monitoring, evaluation and review of licensing and
regulation will be developed and provided in future advice and RIS, following decisions
on the high-level design.

The proposed regime would be reviewed within its first three years to ensure it is
achieving the objectives set out for it, and that risks are being well managed.

Gambling harm outcomes will be an important part of the evaluation process. The
Ministry of Health currently monitors levels of gambling harm (previously through the
HLS survey, and from a gambling specific survey beginning in 2024) and the client
uptake of gambling harm services.

Monitoring and evaluation will be bolstered by the regulatory regime’s ability to prescribe
reporting on non-personal consumer data, such as aggregated and/or anonymised data
on money and time spent gambling, engagement with and outcomes from harm
prevention tools, advertising data, among others.

Such data would be collected and held by the Department as part of broader regulatory
and licensing functions. Work is underway to develop the policy advice for these settings,
for October decisions and drafting instructions.

Key decisions that will determine the shape and scale of the monitoring and evaluation
of online casino gambling regulations will be the amount and types of information the
regulator is empowered to gather, and nature of that data —i.e., processed, or raw data.
Raw data will increase cost (storage and processing) but enable greater insights and
regulatory intelligence. Conversely, cost-saving may result in greater proportions of pre-
processed or aggregated data reducing the ability to conduct investigations.

Designing monitoring and evaluation correctly from the outset will be critical. Online
casino gambling is likely to have unique settings (e.g., wealth check information and
greater volumes of personal data which will be held remotely) compared to land-based
gambling types. Ongoing evaluation will need to ensure that these settings both achieve
the intended outcomes (enabling regulators and protecting consumers) without perverse
results such as enabling opportunities for operators to create targeted inducements from
wealth data, or preventing the development of self-efficacy in gamblers.®

Monitoring via operators will also be crucial as monitoring outcomes at the consumer
end is difficult compared to products such as cigarettes and smoking. Gambling is an
often-hidden habit (which online gambling makes even easier to do) and tracking spend
accurately at the consumer end (i.e., via banking data) has proven difficult.

Monitoring and evaluation are areas that require built-in flexibility

93.

There is no single simple measure an agency can collect to measure and monitor things
like gambling harm. This is especially true as the products and settings of gambling
evolve — taking gambler behaviour along with them. Additional to those basic measures,
consideration will need to be given to how regulations can be designed flexibly, future
proofing monitoring and evaluation against changes in the online gambling world.

19 ge Ridder B, Deighton RM. The Effect of Shame and Self-Efficacy on Gambling Behaviour. J Gambl Stud.

2022 Sep;38(3):1059-1073. doi: 10.1007/s10899-021-10059-6. Epub 2021 Jul 15. PMID: 34268668.
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94. This will need to be balanced with the need to track metrics over time; to see how
operator and gambler behaviour changes, and how this influences the objectives of a
licensing and regulation regime (ie, revenue for the Crown and reducing gambling harm
caused by online casino gambling).

95. Baseline data predating regulatory enforcement will be limited and potentially not
completely homogenous with measures decided on for monitoring. However, some
existing data, such as the HLS will provide some early indications. Ongoing data
collection will also show impact of licensing the sector and influence of regulatory levers
over time.
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Cost Recovery Impact Analysis

96. A regulatory regime that monitors and regulates up to 15 online casino platforms will
require both establishment and ongoing costs. We are proposing to recover these costs
from regulated operators primarily via ongoing fees. Dependent on Cabinet decisions,
auction revenue may supplement ongoing fee revenue to recover costs. Note that as
auction revenue is not generated on a cost recovery basis, the proposed auction
mechanism is not the focus of this section.

97. The fees proposed under this system will be new, and the statutory authority to charge
will come from new legislation that will establish the proposed system.

Policy Rationale: Why a user charge? And what type is most appropriate?

98. Regulation of online casino operators is mostly a club good (where people can be
excluded from its benefits at a low cost but its use by one person does not detract from
its use by another), with some aspects of a public good (when excluding people from its
benefits is difficult but its use by one person does not detract from its use by another).
New Zealand gamblers who choose to gamble with licensed online casino operators will
benefit from a regulated online casino market in the form of less gambling harm and
greater assurance that they will receive winnings from licensed operators. Regulation
also has elements of a public good in that less gambling harm will also benefit society at
large via greater productivity, more disposable income being spent on other goods and
services, and better general wellbeing.

99. We are proposing cost recovery by charging fees from licensed online casino operators,
which are expected to be no more than 15 platforms (based on Ministerial decisions) at
any given time. While benefits from regulation will, strictly speaking, accrue to gamblers
and not operators per se, the significant negative externalities (i.e., gambling harm)
caused by operators warrant full cost recovery from them. This approach is also
consistent with the existing regulated gambling sector where costs are recovered. It
would also be more efficient to charge 15 platforms discrete fees, rather than collect a
levy from thousands of individual NZ gamblers.

100. Whilst online casino regulation has elements of a public good, we are proposing full cost
recovery. While there may be positive flow-on impacts accruing to wider society from
regulating online casino operators, most of the benefits will accrue to NZ gamblers. We
also acknowledge that online operators may choose to pass on costs onto gamblers, but
this scenario is still preferable to the Crown funding the regulatory regime given the
above.

101. Fees from operators will fund both the establishment and ongoing costs of the regulatory
regime. Whilst the Department is seeking a repayable capital injection from the Crown
to enable the establishment of the system, revenue from operator fees will allow the
Department to repay the capital injection within the 10-year capital forecast period.
Dependent on Cabinet decisions, auction revenue may supplement ongoing fee revenue
in repaying the capital injection.

High-level cost recovery model (the level of the proposed fee and its cost
components)

102. The estimated charge levels for operator fees are summarised in the table below. These
estimated levels have been calculated using estimated ongoing expenses for the system
and establishment costs being repaid to the Crown over a 10-year period. We have
assumed that auction revenue will be not made available to repay establishment costs
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106. The estimates above assume that there will be at least 15 platforms in the market that
will be willing to participate in a regulated market. If there are fewer regulated operators,
the establishment and ongoing costs will approximately be the same, but fees will need
to be higher to make up for a smaller number of operators in the market.
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