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Hello everyone and welcome to today's webinar.
Guidance on ARN expenditure.
My name is Neove Christoforou and I work in the engagement, information, and education team and I will be your host for today.
Thank you for joining us and we're excited to have you here to look and look forward to today's session.
Before we dive in, let me walk you through the agenda for today.
We will start with a brief introduction of our speakers, followed by the main presentation and finally a Q and A session where we will address any questions you may have.
We have set aside 45 minutes for the webinar, so sit back and get ready for some great insights.
A few housekeeping items before we get started.
This session is being recorded and a link for the recording will be shared with you afterwards.
If you have any questions during the presentation, please type them into the Q&A box.
You will find the Q&A box at the top of your screen.
We will address your questions at the end of the session.
To minimize background noise all participants will be muted during the presentation. If you experience any technical difficulties, please use the chat function to reach out to our support team who will assist you.
It's now my pleasure to introduce you to our speakers for today. We have Vicky Scott, our director of gambling, and Andrew Henderson, our principal advisor, gambling.
They will share with you their insights on our ARN expenditure. I'll now hand over to Vicki and Andrew.
Thanks, Neove, and welcome everybody. Vicki Scott, the director of the gambling group here at DIA.
Really great to see the level of interest in this webinar. Looks like we've got a range of people from all across the sector and some different professions so welcome.
I am really pleased to be able to present this updated guidance for you today.
This is, I guess, the first cab off the rank in a series of guidance that will focus on financial compliance.
I'll give you a sense at the end of this session what else we have lined up.
At this particular guidance.
We'll focus on the actual reasonable and necessary test.
Just a bit about what we're here for today.
We're going to talk you through the purpose of the guidance. Some of its key principles and how it should be used.
Probably worth also mentioning what we're not here for today and that's to answer any specific facts based questions about particular expenditure.
We're not going to give you a comprehensive list of what's in or out.
Money can be spent on, but rather we're going to give you some guiding principles that we want to help inform your decision making and ultimately your judgement.
Etc. If throughout this or when.
Later, when reading the guidance, you do have specific questions for us as regulator and you want to test your thinking about particular expenditure by all means reach out to me or to any of my team.
You'll see my contact details on the last slide my number and e-mail address there.
So really happy to liaise with any of you about specific issues or questions that you have and we'll do our best to answer any more general questions that you have at the end of this session.
I'm just sorry. I'm just saying that there's a question in the meeting chat about being able to hear us.
Can somebody who's on the call please indicate if there is issue with the sound. Can you all hear?
Getting some thumbs up.
So it sounds like there might be a specific issue with specific attendee, so hopefully you're able to work through that.
Thank you all for confirming that you can hear.
So look, the purpose of this guide is to bring together the existing law. In one place so.
It's not particularly ground breaking and it seems it doesn't create new obligations or make any changes.
What it does is it ties together the existing legal obligations from the ACT and regulations that brings together some of the key principles from the case law in the space, both from the Gambling Commission and the High Court.
And so it should be a useful starting point for you when you are making decisions that signature what you know. We want our expectations in the space to be really clear and to be understood by everyone.
So that is the purpose of the series of guidance. It's definitely preferable for us that you understand your obligations at the outset rather than us having to take action when you fail to meet them.
So with that in mind.
It might seem obvious, but as a starting point, I think it's worth calling out the not-for-profit nature of your sector, because you'll see that it's a repeated thing through all of our guidance. As I'm sure most of you know, one of the key purposes of the.
Act is to ensure that money from gambling benefits the community and we take that purpose really seriously.
Connected to that purpose, one of the key obligations in the Act on yourselves is gambling operators.
Is that you maximize money proceeds and minimize the operating costs of your gambling.
And the ARN rules or tests provides a framework for achieving that. So they enable costs to be covered, but they limit excessive spending and they help to ensure that as much money as possible goes back to the community.
These buying principles should inform your decision making, but obviously ultimately it's a matter of judgement for you and you know you should be prepared to justify your expenditure at the end of the day.
Kia ora koutou.
I'm Andrew Henderson.
As Neove said upfront, I'm perhaps less of a familiar face to many of you. As Vicky, our director, is really good to be able to meet you virtually in this forum and to talk to you about this guidance that we've been working on.
And I think the important message.
Up front, which Vicki touched on is, is that this is new guidance but the law has never changed.
We are conscious that the ARN regime in Class 4 requires a breadth of knowledge and a lot of you have been in the sector for a long time, but not everybody has, and that's one of the motivations behind us preparing this refresh guidance.
The act itself doesn't define the terms actual, reasonable and necessary, and the rules are spread across different sections in the act, in the regulations, and there've been several Gambling Commission decisions which guide their application.
So what we've done in the guidance that we've published is that we were sort of bringing this stuff together a high level to give you a starting point for your thinking on this.
So it's a high level summary of important principles. We've got up screen there, some very short, condensed bullet points going through the definitions of actual reasonable and necessary.
And you can find longer commentary on these in the guide itself, and this commentary is based on legal precedent when these terms actual reasonable and necessary hope be used in the past.
I won't go into the deep detail of it. You can see it in the guide, but you know actual kind of speaks to itself.
It's about real expenses, not projected expenses.
The reasonable part of the test is kind of got two elements. Is the purchase that you're making appropriate for the size and nature of the gambling operation in question? And we've got some examples in the guide on that.
And is the amount that you're paying the normal market rate, I mean, the underlying principle here is don't overpay for things, which is a fairly common sense thing.
People being for anyway.
The necessary test.
This one's a bit more legalistic when you get into the detail, but the key thing is the good of service needed to operate the gambling.
And there's a little bit of commentary in the guide which discusses this legal test of it's been necessary to up the gambling, but less than essential. And what that really means in practice is that there's a little bit of flexibility here.
You have to think about is something necessary, but you're not bound into spending only.
To minimum in order to, you know, connect the machines and turn them on.
There is a little bit of.
Flexibility, but obviously a good judgement that we're expecting from this underpins all of these decisions.
A lot of questions about what should or shouldn't be classified formally as actual reasonable and necessary costs when you're accounting in Class 4, come down to the question of is something that society costs, or is it a venue cost?
I'm aware there's a lot of club representatives on the call here and we'll we've got a slide all about clubs as well because it's slightly obviously a different context.
But a lot of the questions that we get in come around, you know, societies or venues who should pay for what.
And often venues would really like societies to pay for things.
But an important thing here is that the ARN regime is not a way to top up their new income from classical gambling. The starting point for any considerations of what is there is an ARA informally, is the venue payment of the 16% of annual gaming machine profits.
That's intended to be a fair and reasonable remuneration for hosting game machines, and it includes things within that 60% standard payment or up to 60%.
Day-to-day running costs including staff time, renovations and upkeep in venues relating to the gaming machines.
And when the costs go beyond what is absolutely necessary for operating the gambling, and they relate to other parts of running, a hospitality business is the venues that you pay, that's our starting point for many of these questions that the crop up.
There are some exceptions and there are obviously areas for judgement and we come back to that again. A lot of this is by exercising judgement based on the principles that are set out here.
So you'll see some examples in in the guidance document itself, which walk through some of the more common examples, things around signage and venue infrastructure.
And there's some exceptions around things where maybe a society might pay for some specific things, and if there are specific questions we can we can talk about those. I won't get into the individual details here, but hopefully the guidance highlights some of the things that.
That are cropping up when you're when you're considering these things.
OK.
As I mentioned just a moment ago, the operating context for class four clubs has a lot of differences to that of the larger corporate societies.
And third party venues that they contract with.
And in essence, the rules are kind of the same, but different.
The Gambling Act for the most parts treats clubs almost exactly the same as it does larger corporate societies.
But the context in which those rules are applied in the club circumstances can play out slightly different in practice.
So as we mentioned, you know one of the one of the basics of ARN is that one size doesn't always fit all and this is one of the areas where we can we can kind of see that playing out.
I'll just talk about the bullet points here a little bit.
One of the fundamentals here is that club authorised purposes are usually narrower than the corporate societies and their focus.
This is one of the essential things.
They're focused on club expenses and benefits to members.
Even though the money is kind of more self-contained and going kind of going to the same place as it were, where you know it's going into the running of the club itself rather than being dispersed more broadly outside of the club, it's still important to apply and show that you're accounting for things using the ARN test.
The essential thing here is that ARN expenses are deducted from the gross gambling proceeds.
So the things that you spend them on need to relate to the operation of the gambling and complying with the act.
You can't pay for things using ARN expenses, which are more properly paid for with other streams of money.
So you're authorized purpose payments and ARN, costs are not one in the same thing.
That might seem, in some circumstances a little bit fussy, but we've got to make sure that the accounting is clean.
So I think the thing that underlines this for clubs is the importance of understanding the difference between an ARN expense.
And other expenses or other ways that you use the money generated from your gaming machines and being able to identify them and track them through your accounting quite cleanly.
So just understanding those fundamentals and showing them the accounts is the essential thing here.
For us.
Excellent to hear. Yeah.
Thanks Andrew.
So one of the key messages if you like from the guidance?
And from the test itself, is this concept of one size doesn't fit all and this point has reached out more of the guidance itself in the section that talks about the reasonable part of the ARN test.
Essentially, the question is one of proportionality. So there's a degree of common sense involved here, I think the facial recognition example is actually good one.
So what might be necessary for a busy central city 18 machine venue with a high turnover of customers.
In the facial recognition scenes might not be justifiable for a small country public company.
Stable customer banks.
Not too many out of Towners.
Often in some of these venues, patrons are known by name.
It would be much harder to justify.
Sophisticated technology for detecting, for example, excluded patrons, or perhaps to help monitor the length of play of the gaming room.
So really we are asking you use your judgement and your common sense when you're applying these tests and to tailor your approach to the specific circumstances of the venue in question.
You know the other example we've got here is management service providers.
So again, it's a question of.
You know, it's truly necessary for your business or reasonable management service providers can offer quality of scale and special skills, so any society contracting with all these people need to ensure that there is enough in doing that rather than keeping the functions in House and would recommend that everybody keeps all of their contracts under review to ensure that they're not overpaying for services.
Look, there's a number of other examples in the guide as well we're not.
We're not going to explain the whole guidance piece to you here today. We trust that you will go and read it at your leisure when you need to, but the purpose of the various examples that we've used is just to bring to life some of the principles.
And the key principles in the test and to show you how it can be applied in practice.
We can't possibly in position different circumstances that might arise as it's known, intended.
Keep it in that way.
Next slide, some of you might be have seen this before. You might be familiar with these sorts of models.
The point of showing you this is simply to demonstrate that we target our regulatory action and efforts to the sorts of behaviour we are seeing and we recognise that the majority of you want to comply with your legal obligations.
And it's on us to make sure we make that as easy for you as possible.
And that's really what's driving this whole series of guidelines.
We want you to understand our expectations.
We want the law to be easily accessible to you and we want you to all well in terms of understanding those obligations so.
With that in mind, this is the first piece of guidance in this series. There will be more. We're planning a series of short guides focusing on key elements of the Gambling Act and the slide here.
This gives you a sense of what some of those.
Guidance pieces will focus on.
They will emphasize the unique environment that you operate in as Class 4 operators running not-for-profit businesses.
We appreciate that the gambling enter regulations can be complex at times and unlike other businesses, you don't deal on profits. You deal with proceeds and the way those are treated and the act and the way they can be used is quite tightly constrained.
Guidance will allow to unpack further, help you combine your necessary accounting standards and methodology with the legal obligations in the Act to ensure that you don't fall foul of other of those.
So those are those are some of the topics that we have lined up and we're well underway creating that guidance can't give you exact timeframes when it will be out, but we will be hoping to roll each piece out with its own webinar and take questions.
In this way, and we're actually creating a.
New kind of landing page for financial compliance guidance.
So it will be easily accessible to you as well. If you look at that list and you think there's something that you'd love to hear from us on that's not on there, by all means get in touch with us or call me now.
We're very open to taking suggestions for what would be helpful and what you'd like clarity on.
And yes, you can expect to get further invites to webinars like this as we get it through down their path.
So, that is the end of our formal presentation.
I can't see any questions in the Q&A box. Will you have some?
I'll just pause for a minute and allow people to pop question there. If there's something they'd like to ask.
If not, then it might be a short and sweet session today.
Just while we wait to see if.
Any specific questions do come in.
We did have a question in advance.
About whether the costs of cash handling.
Would be considered an ARN cost to be made by societies.
I wonder, Andrew, if we can talk to that at a high level.
Yeah. And some people have been putting some stuff through in the chat, so I've just kept a little eye on that.
So if you're able to use the Q&A function, it just makes us a little bit easier to track what questions are coming through.
But I did see as you were talking, Vicki somebody.
Was that Adam there on the chat?
Asked a question about that.
So the basic response, the basic answer to cash handling.
So I'm assuming this is about secure cash pickups.
Obviously Class 4 is a high cash environment, particularly in comparison these days to most other hospitality.
Given just the nature of cash in the machines and the rise of the transaction.
The venue payment this comes back to the point that I made earlier the venue payment, the 16% venue pay is intended to be remuneration for the fair and reasonable costs of operating and hosting gambling gaming machines in a venue.
The current regime came out, came along in 2016 and was a simplification of our sort of more strict.
Itemised regime, which many of you will remember prior to 2016.
Pin for cash pickups is already included in that 16% payment.
So that's the starting point in the starting point. That's our position on that one is the venues have already paid for cash pick-ups through the venue payment and therefore our expectation would be that they're using that money or proportion of that money to cover that cost.
Rather than society's pay them twice for that for that undertaking.
Andrew and I, I know there's another comment in there that about the same issues in previous advice from the DIA said that it wasn't acceptable society costs.
We have gone through and taken a look at what has previously been said in the space and we believe that this is a consistent position, but look like any SP could does if you would like to actually in touch with me after this and have a conversation I.
More than happy to meet to talk about what concerns you might have about any of the positions.
This paper.
What we were doing here was bringing together existing positions in case law, rather than trying to draw any new lines in the sand.
So it is only guidance that means within our powers to change it, if that's appropriate.
So if you think we've got it wrong on that point or anything else, just reach out, put the contact details back up at the end of this someone's asked for them and you can just reach out to me directly or anybody in my team and we can.
Tee up a meeting to discuss your concerns in more detail.
I don't want to.
Make fresh pools here on this call without properly considering.
Your concerns and details, so I'll just pick up a point that Karen from agent has put in the Q&A which is about previous advice about cash pickups being acceptable as a society cost.
The advice that was put out, I think a couple of years ago by Dave Robson, the former director. I think it went under when Dave was in that hot seat was that we recognise that there's a list of economies of scale thing here perfectly fine for societies to negotiate a group rate using you know the purchasing power as it were.
Of having, you know, dozens of venues.
But that's not the same thing as paying for it on behalf of the venues.
So that's it's maybe a narrow distinction, but it's an important distinction.
There's another question here from a listener, which is are you saying that as an example, when I think this is the proportionality point that I made earlier, that smaller venues may not have to sweep the room as often.
So it should be clear that absolutely not what I'm saying.
The sweep obligations and the other minimisation obligations that come from the regulations apply equally to every venue and every gaming operator.
So it's not that you can moderate your compliance actions in accordance with the size of your venue.
My point was, in terms of purely a lot justifiable in terms of cost, it might not be justifiable to install the absolute latest technology at a high cost in a small venue with only a few regular customers, it might be easier to justify.
Technology like facial recognition technology in a busier, bigger venue with a higher turnover of customers.
That was the point I was making the underlying obligations to do the menu sweeps to meet all the obligations, to monitor for harm, have those conversations with the gamblers. That applies equally to everybody that can't scaled up or down depending on the size of your venue. Obviously complying with those obligations will.
Be a lot easier as small venues, but only a few regular customers.
And that's one of the reasons why it might not be proportionate to overspend on solutions.
So you know it's really.
It just comes back to their exercising good judgement principle decisions that are that you can justify against the test that we've hopefully explained well in the in the guidance piece.
Checking surely there's more questions out there for us while we've got us here.
Aaron Lawson has asked, can we please outline how cash collection differs from ARN for security?
I'm just thinking.
I think this comes down to the principle. Again, is what would be expected to be paid for by a venue.
If the costs are arising.
From the operation of a hospitality venue.
It comes back to the expectation that the venues are paying for the things that we normally arise from just running, running a pub or a club. If you're already, these are things that come with come with the charity for running a pub or a club you would be paying for that yourself and the expectations that you pay for it.
Similarly, for the most part, with only a very few exceptions, the 16% venue payment is a payment to the venue to cover the costs inherent from hosting gambling, from hosting game machines.
So the that's what the 16% payment is for prior to 2016, there was a sort of itemized sort of schedule of things that.
That payment was supposed to be paid for and DIA would go in and sort of be doing line by line checks against that, and part of the change in 2016 was to simplify that without having to go through that's a very bureaucratic red tape. Red tape of kind of, you know.
Check, check, check on the checklist.
But it doesn't change the nature of the payment.
The payment is still to cover these costs that arrive from hosting the gaming machines.
Just some follow up questions in the chat around what I said about facial recognition technology and I did expect to attract a little bit of interest.
So the question here is if it enables venues to better protect excluded and I guess problem gamblers, why wouldn't we introduce it into smaller venues?
And I think the crux of the issue there is whether it's really reasonable and necessary to do so.
So it might help.
And obviously we are supportive of any efforts to reduce gambling harm, but it comes back to whether it's necessary in the context of that venue in order to meet the underlying obligations if it's a small venue.
This simply doesn't have the foot traffic to warrant expensive violence, equipment and it won't be test.
Anything to add.
No, I think that's.
I mean, that's the essence of it is that proportionality question?
We've got a question from Justin.
Sorry, I don't know your surname, Justin, that you've asked about the spreadsheet gaming cash flow would be nice to have more detail included.
I think that might be one of these examples where we're perhaps going into more detail than we can deal with here.
But Justin, if you want to send an e-mail through to the gambling inbox, DIA, maybe with a little bit more detail of the question, we really have to have a look at it.
It might be that that falls in one of the upcoming pieces of guidance that we have planned.
We'll be doing a pretty wholesale review of what's out there at present and consolidating it into this series of guidelines. So, it might be the best covenant them all together.
Paul Jones has just asked when the guidance document is going to be released.
Can't find it on the website. I'm not going to defend the navigability of the DIA website too hard.
Very aware of that. And that's one of the reasons why we want to have a financial compliance sort of library web page, which we'll be adding a few more things to.
It is up on the gambling front page, Paul, but I think it went out. A link went out with the invitation to this webinar, but we'll send out again.
We've answered all the questions that are currently in the chat function.
Sorry in the Q&A function I'll just double check the chat function in case there's anything there.
Covered it.
Final chance for anyone to pop question in there.
Maybe we can pop the final slide back up, which includes my contact details and just reiterate more than happy for you to reach out to me about anything really.
Particularly about anything you've heard today, and we can have a chat.
OK, so I think we're calling this to an end.
We've got no more questions, so I'd just like to thank our presenters and all of our attendees for your participation.
Questions. If you do have any further questions or want to reach out.
Here are Vicki’s contact details and as we said feel free to send questions or emails to our gambling Dia, gambling inbox.
And thank you. And we look forward to having more of these sessions as we keep policing, you updated financial guidance.

