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Executive Summary

i) Introduction

The Rank Group Plc ("Rank”) is the owner of Grosvenor Casinos, the largest retail casino
operator in Great Britain, with 53 casino premises. It also owns Mecca Bingo, the second
largest retail bingo operator by number of premises, with 85 bingo clubs. In addition, Rank
operates a digital business, through its wholly-owned subsidiary Rank Digital Gaming
(Alderney) Limited, that provides digital versions of both brands under the websites
grosvenorcasinos.com and meccabingo.com. Rank employs approximately 11,000 people
in the UK and in the last financial year paid approximately £249 million taxes on the back
of revenues of £708 million.

Rank welcomes the opportunity to participate in the DCMS Review and considers its
expanded scope to be a positive step forward. We support the incorporation and promotion
of responsible gambling and associated social responsibility measures into the
Government’s review. We believe that, although progress has been made on this front in
the last few years, both the gambling industry and Rank more specifically can do more to
mitigate gambling-related harm whilst still providing an improved service to the majority
of customers who gamble responsibly. We also believe that the objective of reducing
gambling-related harm can be achieved alongside enhancing, and potentially increasing,
the supply of gambling products if it is done in a measured and balanced fashion. We
welcome the contemplation of the advertising of gambling within the Review.

We note that the Government’s objective set out in point 1.4 of this review is to determine
“what changes are needed, if any, to strike the right balance between socially responsible
growth and the protection of consumers and wider communities”. We also believe that
consumer demand and trends need to be considered and observe that technology and the
growth of remote gambling have created a very different consumer environment from the
last gambling act in 2005 (the “2005 Act”). The ability of our businesses to meet
customer demand and expectations can be hindered by outdated regulation - notably the
restrictions on gaming machine numbers in “converted” casinos (i.e. those that were
licensed prior to the 2005 Act coming into force on 1 September 2007). These have a 20-
machine maximum, (regardless of their scale or level of consumer demand) compared to
the bigger allowance granted to the limited number of "Small” and “Large” casinos licensed
under the 2005 Act. We are pleased that this review therefore offers scope for us to raise
and address this matter, albeit it has been part of ongoing tripartite discussions between
the casino industry, the Gambling Commission and the Department for Culture, Media &
Sport ("DCMS”) over the last three years, (the "NCF Roadmap”). These discussions were
instigated following the 2012 CMS Select Committee report into the 2005 Act which
recommended that casino gaming machine allowances be aligned (as detailed later in this
response).

Our businesses also face a number of additional challenges, including the consumer’s
inexorable shift away from traditional payment methods (cash and cheques) towards
electronic transactions (e.g. contactless card payments) and the more general need to
modernise licensed gambling venues to maintain relevance in the digital age. We recognise
that modernisation can create challenges in terms of protection against harm - but believe
that, so long as change is guided by insight and consideration, the potential benefits to
society will far outweigh the potential costs.



i) Summary of our Key Recommended Changes

For ease of reference, we have summarised below the key changes proposed by Rank in
answer to questions within this response document. We are aware that this review is a
call for evidence, not a wish list. We have therefore endeavoured to support our
recommendations with evidence that they are both beneficial to customers and that they
address broader concerns about problem gambling. The Government has asked for
financial figures to assess the impact and potential benefit of proposed changes where
possible. Please note that EY were commissioned by the casino industry trade association,
the National Casino Forum, ("NCF") to conduct a financial impact assessment of the two
key measures (a and b) below in March 2016. This was done as part of the NCF Roadmap
discussions and the report has been shared with DCMS and HM Treasury.

Along with other operators, Rank contributed data to the EY report and we are aware that
it has been submitted again as part of the NCF response to this review. Consequently, we
have not included the report with the Rank response to avoid duplication. We therefore
refer Government to the report in support of the two key recommendations below, which
covers the required financial supporting evidence requested. Further recommendations
and observations are detailed in our answers to the specific questions of the Review.

Our key recommendations are:-

a) Increase the ratio of machines to tables in the (maximum of eight) 2005 Act
“Small” casinos from 2:1 to 3:1 whilst retaining the same maximum of 80
machines (as evidenced in our response to Q4).

b) Harmonise the machine allocation in “converted” casinos from a fixed 20
Category B machines to the same 3:1 ratio up to the same maximum of 80
machines-(as evidenced in our response to Q4).

Although we are asking for an increase in the supply of machines in casinos, we believe
that casinos form the “most highly regulated sector and therefore the most appropriate
venue for hard, high stake forms of gambling”, to quote the CMS Select Committee report
2012 (point 53). Consequently they sit at the top of the regulatory pyramid. Compared
to most other international gambling markets, the UK is an anomaly in that the casino
sector has fewer slot machines than any other retail gambling sector. Data from our
experience in Luton of replacing a 1968 Act licensed casino with a 2005 Act licence and an
associated increase in machine numbers, suggests that any wider increase in machine
allocation in casinos would not lead to an increase in gambling related harm in surrounding
areas.

Nonetheless, and irrespective of any changes to machine allocations, we will continue to
increase and improve social responsibility measures relating to all our gambling services.
Were changes to be made, working alongside machine manufacturers and the wider casino
industry via NCF, we would ensure that the changes are applied responsibly and their
impact evaluated for problem gambling risk. When evaluating impact we will use the
evaluation protocol published by the Responsible Gambling Strategy Board ("RGSB”) in
April 2016.

Whilst we are aware that the Government Review will look at Category B2 (FOBTS)
machines, these are not machines that we operate in our casinos. Rank has therefore not
commented on issues surrounding these machines in this response.

More broadly, we believe that a wider review of all existing gambling legislation is needed
with an eye to creating a new regulatory framework for gambling in the UK. It has been
more than 15 years since the Budd Report and more than a decade on from the passing
of the 2005 Act and much has changed. As an example, we note that whilst restrictions



are placed on stakes and prizes and machine numbers in venues, there are no limits
applied to the digital equivalent. Technological change has created both a new landscape
and legislative anomalies which need examination. We believe that a wider review would
be in the interests of the consumer - both with respect to choice and protection - and in
promoting balanced competition across the industry.

We are pleased to participate in this review and will continue to try to adopt a reflective,
analytical and constructive approach to future reviews of gambling regulation in Great
Britain.



DETAILED RESPONSES TO SPECIFIC QUESTIONS POSED IN THE REVIEW

We have answered the specific questions posed in the Review paper below.

Q1. What, if any, changes in maximum stakes and/or prizes across the different
categories of gaming machines support the Government’s objective set out in

this document? Please provide evidence to support this position.

Rank believes that the following changes would support the Government’s
objective:

e B1 stakes and prizes — no changes (see (i) below)

¢ High-end casino stake and prize limits - we support consideration of changes
(see ii) below)

e Progressive Linked Jackpot - an increase in the maximum permitted prize
from £20,000 to £100,000 (see iv) below)

The casino industry was granted an increase to the stake / prize limits on B1 machines in
the last review (effective January 2014) from £2/£4,000 to £5/£10,000. The bingo
industry was granted an increase in the Category B3 staking level from £1 - £2 in 2011.
At the same time, bingo clubs were also granted an increase in the permitted number of
B3 machines, from a maximum eight in number to a ratio of 20% of all machines in a
particular venue (i.e. B3 and unlimited C and D machines).

We are not seeking an increase in the basic stake and prize limit for casino B1 machines
nor for Category B3 machines in our bingo clubs in this review. We believe the more
pressing issue for our casinos is to address the difference in machine numbers between
2005 Act casinos (a maximum of eight “Large” and eight “Small” premises) and the 148
“converted” casino licences (as detailed in our response to Q4).

i) Bl stakes and prizes

We are not proposing any changes to B1 stakes and prizes.

Rank recognises the areas of concern raised in the reports on the research commissioned
by the Responsible Gambling Trust ("RGT"”) into the impact of the 2014 B1 increase! and
player behaviour on B1 machines? and is continuing to develop means to address them.
However, these RGT research reports suggest that the 2014 B1 stake and prize increases
in casinos have been implemented in a considered and responsible way. We therefore
believe that they should be, and safely can be, maintained at the current level.

The NCF gave a commitment during the 2013 Triennial Review to improve data collection
of player behaviour. Rank and all other NCF members have therefore supplied data on
the socio-economic impact of the increase in the three years since the uplift in order closely
to monitor and evaluate the effect. We understand that this data is being supplied as
evidence within the NCF response to this review.

As expected, the result of the 2014 stake and prize changes provided a modest upturn in
net B1 casino revenue of 5-7%. Rank data was used to assist in the RGT- commissioned
research into the impact of the B1 increase. We also participated in an additional piece of
RGT-commissioned research into player behaviour on B1 machines. This used data from
some 85,000 Grosvenor Casino customers studied over six years of play. This

1 “Evaluating the impact of the Uplift of Stakes and Prizes on B1 Gaming Machines in Casinos” RGT published December 2015
2 “Tracked play on B1 gaming machines in British Casinos” — RGT published April 2016



comprehensive research offered some valuable insight into the behaviour of casino players
on gaming machines, notably in terms of typical and atypical play.

We are aware that both RGT reports have been submitted as evidence in the NCF response
to this consultation. Therefore, we have not duplicated either report here, but direct the
Government to the NCF attachments as evidence that the findings would not justify a
reduction in either the stake or prize limits on B1 machines or the number of machines
permitted in casinos.

Rank and the wider casino industry are nonetheless engaged in developing further control
measures to learn and adapt from the recommendations made in these reports. Along
with some positive findings, there were also some concerns identified in these reports that
Rank and the wider casino industry have since sought to address. For example, both
highlighted that young men under 25 are most at risk to gambling, including machines.
Rank and other operators are currently participating in academic research being conducted
by two independent academics commissioned by the NCF Playing Safe initiative. This
includes on-site interviews and focus groups with a sample of applicable young customers
within our casinos to better understand their behaviour. We will then be better placed to
devise industry-wide measures to address those potentially at additional risk. Rank
continues to develop specific responsible gambling measures and responses, for example,
in the way that marketing material is targeted to males under the age of 25 and in training
of its casino staff.

In addition, the RGT research identified that machine play late at night is a particular area
of concern and that, whilst most customers were loss averse, 2-3% of machine players
showed a tendency to chase losses. Rank is developing analytical tools to identify players
who habitually chase losses in order to intervene at an early stage. We are also examining
various measures to address the concerns about late-night play, including whether
additional supervision and monitoring is required and whether analytical tools can similarly
be developed to identify problem play.

We are similarly exploring research and evidence from international sources, for example
Nova Scotia, in terms of the impact of responsible gambling measures, such as the use of
mandatory card-based play. We worked with the British Columbia Lottery Commission in
developing our responsible gambling brand “Keep it Fun” in 2013 to learn from wider
international research and experience.

We believe that the industry must recognise and address the risks of gambling-related
harm and evaluate the impact of protective measures. We are committed to continuing
and developing the work in this area irrespective of whether the Government is minded to
accept the proposals made in our response. We are confident that the good work being
done across the sector, notably the NCF Playing Safe initiative, demonstrates the
commitment of the industry to its social responsibility ambitions.

We understand that this call for evidence is an opportunity to consider all aspects of
machine stakes, prizes and numbers in our businesses. Whilst the issue of casino machine
numbers detailed in Question 4 is by far our main priority, there are also a few broader
considerations relating to stakes and prizes, detailed below, that we would like to table for
consideration and discussion, in relation to machines located in British casinos.

i) High-end casino stake and prize limits

Rank is not seeking a further uplift in B1 stake and prize within this review but
shares the casino industry’s desire to discuss the practicalities / possibilities of
setting a different scale of stakes and prizes (and/or machine categories) for the
exclusive high-end casinos in Mayfair alone.



We are aware that NCF and relevant operators have made a case and provided evidence
in support of a change in the stake and prize limits available within the high end “Mayfair”
casinos - i.e. those that cater solely for an exclusive, principally overseas, market of “high
roller” customers.

We fully support this proposal even though it is not a market in which Rank operates. We
therefore refer Government to the broader case and evidence made in responses being
submitted by NCF, rather than repeat their arguments here.

ifi) Progressive Linked Jackpot (PLJ)

Rank would welcome the opportunity to discuss an increase in the maximum
prize permitted in the progressive jackpot feature from £20,000 (equivalent to
two individual machine prizes) to £100,000 (equivalent to 10 individual machine
prizes) and a change from a local area network (LAN) link to a wide area network
(WAN) link.

In the last review that took effect in 2014, the value of a progressive linked jackpot on B1
machines was increased from £10,000 to £20,000, a sum equivalent to two single machine
jackpots. This change has been popular with some customers but has not led to regulatory
concerns, based on the RGT research.? It is a feature that runs alongside an individual
game from which a small percentage of the stake is diverted.

This feature is internationally well established across regulated casino jurisdictions albeit
with much higher prize levels and not confined to a local area network (LAN) within the
same casino. Rank would welcome the opportunity to discuss an increase in the
progressive prize value to a sum equivalent to 10 machines jackpots (i.e. £100,000) whilst
retaining the maximum stake at £5. To make this commercially viable would also require
a change in regulation by extending the linked progressive offering across a wide area
casino network (WAN) covering multiple venues and machines.

Whilst this may outwardly appear a large increase, it is worth noting that it is not only
significantly less than the unlimited progressive jackpots available internationally but also
the unlimited jackpots available to remote gaming sites licensed in the UK. Within the
controlled environment of a British casino, we believe that such a figure offered in the
form of a progressive jackpot (with only occasional pay-outs to the maximum figure) is
fairly modest and would not contribute to increased levels of problem gambling.

Whilst attractive to the consumer on an aspirational level, we do not believe that, in
themselves, they encourage irresponsible play given the low odds of winning. Instead,
wagers sit alongside conventional play. NCF data since 2013 indicates that the increase
in the progressive jackpot from £10,000 to £20,000 following the last review did not lead
to an increase in player stakes or play as a direct result. However, we are aware that such
aspirational jackpots are attractive to players in much the same way as a potential lottery
win i.e. not anticipating that they are likely to win but adding an enjoyable aspect of
excitement to the experience of playing.

We therefore believe that to increase the PL] within a controlled casino environment will
not create additional social responsibility concerns but we would, of course, closely monitor
and evaluate the impact of any increase as part of ongoing NCF data sharing.

3 Evaluating the impact of the Uplift of Stakes and Prizes on B1 Gaming Machines in Casinos” RGT published December 2015



Q2. To what extent have industry measures on gaming machines mitigated harm

or improved player protections and mitigated harm to consumers and
communities? Please provide evidence to support this position.

Rank has worked closely with the wider casino and bingo industries on social responsibility
measures. The NCF formed its Playing Safe initiative in 2013 specifically to work together
in developing and improving player protections and mitigating harm to consumers. As
mentioned in response to Question 1, one key aspect has been to collate and evaluate
data from all casino operators to evaluate the impact of the B1 stake and prize increase.

In terms of specific measures applied on gaming machines, in the preceding three years
Rank has implemented a number of measures, alongside a wider range of player protection
measures implemented at an organisational level (described in the response to Question
5). The machine-specific measures implemented by Rank itself include:

i) “Game Chooser”. An initiative in partnership with NCF and a supplier that
indicates the volatility of each game on offer. Implemented in February 2014,
Game Chooser is intended to help customers make better informed decisions based
on an improved understanding of the expected game experience, notably the likely
size and frequency of wins. Game Chooser applies a visual ‘traffic-light’ approach
to grouping and identifying the volatility of a given game (e.g. low stake, frequent
low prizes or high stake, less frequent large prizes). An internal evaluation
conducted by independent academics commissioned by the NCF Playing Safe
initiative in 2016, concluded that the concept is a strong one but it requires more
prominence on machine designs to increase customer awareness. Whilst this
largely is in the hands of the manufacturer to address, Rank and Playing Safe are
working closely with suppliers to expand on the concept as a useful tool to assist
customers.

ii) Responsible Gambling information on machines. In 2013 Rank refreshed and
relaunched its responsible gambling brand, in place since 2002, under the strapline
‘Keep it Fun’, including its dedicated website www.keepitfun.rank.com. Eye-
catching messaging has been uploaded to the information screens on each of our
casino gaming machines running on a continuous loop alongside wider club
messaging. The general use of our distinctive Keep it Fun logo anrd—address on
gaming products and information portals across our venues, alongside its
associated dedicated responsible gambling website address, has proven to be an
effective way to direct customers to help and information

Using this approach on the machine information screens has improved visibility for
this source of information and that of the national telephone helpline, operated by
GamCare and their website address, which is also displayed. Having reflected on
research into the optimal placement of machine messaging (Gainsbury 2015) we
recognise that the ability to recall messages and their overall impact may be
improved if they are displayed on the main machine screens themselves. We are
working on this development although it is reliant to a large extent on the suppliers
to implement within their own timescales.

ili) Pre-commitment tools - Rank’s casinos have been working with suppliers to
implement a system of effective pre-commitment tools on casino gaming machines,
via loyalty cards, which are anticipated to be in place in 2017. It should be noted
that our casinos have a 55% take-up of loyalty card use, much higher than the
wider gambling industry norm due to the destination environment and historical
acceptance of casinos by customers as membership style venues, which allows us


http://www.keepitfun.rank.com/

greater flexibility to analyse and monitor customer play for problem behaviour. We
have developed an evaluation process based on the RGSB protocol so that we will
be able to assess the effectiveness of these tools. The effectiveness is unproven
and we propose to learn from research and experience in other jurisdictions,
alongside our own experience and data analysis from use on our remote gambling
sites.

Q3. What other factors should Government be considering to ensure the correct

balance in gaming machine requlation? Please provide evidence to support this

We believe the Government should consider a range of other factors, including consumer
demand and technology developments to ensure the correct balance. We believe the
balance is broader than that defined in point 1.4 of the consultation. This does not account
for gambling being a consumer choice and form of entertainment which needs to be
balanced against the need for social responsibility by operators and the provision of
protection measures for consumers to enjoy their experience responsibly.

The imbalance of facilities within “converted” casinos is a factor that goes beyond just the
“level playing field” issues in relation to the broader facilities and additional machines
permitted in 2005 Act "Small” and “Large” casinos. The industry is not seeking pity but is
seeking fairness in the application of regulation. The 2005 Act is hampering the casino
industry’s ability to compete as a form of entertainment, notably with the increasing move
to digital and mobile by consumers.

For example, the use of smartphones and tablets was not envisaged at the time of the
2005 Act being conceived whilst the 2001 Budd Report, on which it was based, could only
foresee the development of television-based gambling as the future digital risk, based on
the technological beliefs and knowledge at the time. Social media was similarly not
envisaged or accounted for in the 2005 Act.

As we have explained in answer to Question 4, addressing the anomaly of “converted”
casino machine numbers via harmonisation with “"Small” casino ratios does not bring an
end to the 2005 Act “"experiment”. There are other aspects, such as only 2005 Act casinos
being permitted sports betting and bingo, (depending on the category) and the restriction
on casino numbers and locations across the UK that also need to be addressed. In the
latter case, understanding from the NCF Roadmap discussions with DCMS is that a change
to primary legislation would be required.

The availability of unlimited stake and prize machines via any mobile device, in any
location, is in conflict with the idea of placing restriction on numbers, stakes and prizes to
machines in retail premises. Land-based gambling venues are not even permitted to
provide dedicated internet terminals linked directly to their remote gaming sites within
their premises.

We simply believe that it is wrong to look at one part of the industry in isolation (in this
case, retail machines). We call for a wider review of all gambling, adopting a similar format
to the Budd Review commissioned in 1999. This wider review should consider revising,
updating and / or replacing the 2005 Act to reflect the modern era. By the time such a
review were to take place, it would be 20 years since the Budd Review Board was
commissioned and started its work. Given the fast pace of technological advancement,
we believe that the legislation is more than overdue for a revisit.

We believe that the Government should consider the factor of customer demand into the
equation when assessing machine numbers, stakes and prizes.



Prior to the 2005 Act, 10 "jackpot” machines (Bl equivalents) were permitted in casinos
but, from around 2003, sat alongside lower stake and prize machines (which carried a
prize of £500). These were actually classified as “section 21” terminals, being authorised
by that section of the 1968 Gaming Act (the "1968 Act”), so we acknowledge that they
were not gaming machines. Exactly the same principle applied to FOBTs at the time, in
being betting devices that were unlimited in number, but which were then legalised as B2s
when the 2005 Act was introduced.

These “section 21" machines were unlimited in humber in casinos so based entirely on the
principle of customer demand. It should be noted that casinos did not, despite the
opportunity to do so, create “slot sheds” with huge numbers of “section 21” machines.
Instead, they simply employed sufficient numbers to meet customer demand, depending
on the size of the premises and number of customers.

In 2005, the Government doubled the number of high stakes and prizes machines
permitted in “converted” casinos from 10 to 20. In part, this was a concession for
excluding “converted” casinos from the machine to table ratios defined in the 2005 Act,
which were instead confined to “Large” and “Small” casinos as a result of last minute
modifications announced in December 2004.

However, conversely, the 2005 Act then re-categorised all gaming machines and, in doing
so, essentially removed “section 21” machines from the equation. Whilst, officially, they
now fell under the B3 category, it meant that casinos could only operate them as part of
the 20 Category B machine allowance (i.e. each one at the expense of a B1).

It should be noted that our bingo clubs (along with arcades) have the capacity to absorb
their own broader demand within individual bingo clubs using unlimited numbers of
Category C and D low stake and prize machines. These are in addition to the Category B
allowance which, whilst previously set at eight machines per premises, increased in 2011
to a sensible demand / size-based ratio, whereby no more than 20% of the total machines
within a venue may be Category B3 machines. This is a ratio that allows larger-sized
bingo premises (some with potentially 1,000+ customers on a busy night) to
accommodate the demand.

By contrast, a “converted” casino is permitted the same 20 machines whether it has 100
customers a day (e.g. the Mayfair clubs) or 2,000 (such as our competitor The Hippodrome
in London). A “converted” casino does not even have the flexibility to offer unlimited low
value C & D machines without sacrificing its Category B allowance entirely. The 2005 Act?
specifies that casinos may have ‘either’ 20 x Category B machines ‘or’ unlimited category
C and D, rather than the more flexible ‘and’ provision sensibly permitted in bingo clubs
and arcades.

In real terms - given that casinos could not realistically justify having no Category B
machines at all, circa 1,900 of the casino sector pre-2005 Act machine estate was depleted
overnight by removal of the “section 21” machines. Whilst not conclusive evidence, it is
worthy of note that prevalence studies conducted between 1999 and 2007 had showed no
increase in problem gambling during the period that “section 21” machines had been
employed. There are currently only 3,013 machines across the whole British casino sector
of 148 venues, fewer than could be found in a single casino in Las Vegas or many other
parts of the world.

The inability for busy casinos to meet the practical demand from customers in, what are
mainly, destination venues is a constant source of complaint and confusion for customers.
Since 2007, Rank casinos felt obliged to place notices in their machine areas to explain
why the lack of sufficient machines is a regulatory issue and not a conscious commercial

3 Section 172 modified by Commencement Order No.6 2006 (schedule 4, part 7, s65(6)).



decision, due to the level of complaints received. Attached as Appendix 2 is a sample of
comments taken from broader customer surveys over the last year within Rank casinos.
One customer refers to having queued for over an hour to get onto a machine and the rest
simply ask for more machines so that they can play when they visit.

The charts below, drawing on Gambling Commission annual statistics and prevalence
studies, show the total number of machines located in British casinos since 1998,
compared to the levels of problem gambling associated with casinos during the same
period. During this period:-

* Slots in casinos have increased by 361% since 1998

« Casino visitation has increased by 81% since 1998

+ Total population problem gambling prevalence rates remain stable

+ Casino-related problem gambling prevalence rates remain stable

« Casino-related calls to GamCare taken from their annual reports remain
stable

Slot machines in Britain's casinos 1998-2015
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It should be noted that that neither the creation of 16 2005 Act casinos nor the number
of 20 machines in “converted” casinos were decided at the time using an evidence-based
rationale. The decision to allow 20 machines was essentially just an unscientific doubling
of the existing 10. There is good reason to believe that, had the sector’s allowance prior
to 2005 been 20 machines rather than 10, it would most likely have been doubled to 40
rather than 20. Equally, the 2:1 and 5:1 ratios were not designed on any evidence-based
formula, nor was this involved in the decision to create eight “Small” and eight “Large”
casinos. The CMS Select Committee’s review of the 2005 Act in 2012 similarly concluded
that:-
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"We were told by the Gambling Commission and by the DCMS that gambling policy
must be evidence based. It is apparent, however, that the allocation of gaming
machines under the 2005 Act is complex and was not made on the basis of solid
evidence about the risk of problem gambling.*

The report went on to state that "Casinos are the most highly-regulated sector and they
are therefore the most appropriate venue for hard, high stake forms of gaming”™

This is in keeping with the regulatory “pyramid” of gambling regulation in Britain being
rightly structured with casinos at the top. The decision by Government to distinguish
between B2 machines in casinos and those outside of casinos reflected this approach. It
resulted in an appropriate response where Government imposed pre-commitment control
measures on B2 machines located in bookmakers in 2015 but not for the small number
located in casinos. That is not to say that the casino industry is not itself looking at pre-
commitment tools (as Rank is currently engaged with suppliers) but on a basis of
voluntarily providing them as a useful tool to assist responsible gambling rather than
regulatory requirement.

Rank therefore supports the need to balance responsible gambling considerations with the
number and type of machines available in gambling premises and the stakes and prizes
offered. However, whilst doing so, the differential between machine numbers in 2005 Act
casinos and “converted” casinos is clearly more of an anomaly borne out of hastily
conceived measures applied in 2004/5.

The actual ratio of machines to tables in “converted” casinos (based on Gambling
Commission annual statistics) has remained constant at between one and two machines
per table from 2009 - 2016 (table numbers averaging between 10 and 20) as illustrated
in the chart below compared to the 8:1 ratio originally proposed in the Budd report in
2001-

Slots:tables ratios in GB casinos
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Casino attendances have increased since 2009 so the level of supply and demand has
moved apart, as illustrated on the chart below, again using Gambling Commission annual
statistics:

Casino visits to slots ratio (2009-2015)

B —
-
6800.0
6600.0
= I I I
cann
9 2012 2013 2015

2010

'-.’i sts,.-‘sl ot machine

In 2012, the Southland Methodists commissioned Roehampton University to conduct
research into the impact of the Grosvenor Casino in Luton on the local community.® We
are aware that their report has been provided with the NCF response to this call for
evidence so is not duplicated here. However, it concludes that “all stakeholders, including
local charities, considered that the casino offered a safe environment for both leisure and
gambling”

It is notable that this casino in Luton, at the time (2011/12), was still a “converted” licence,
but subsequently became a 2005 Act “"Small” casino in 2015 as a result of Rank winning
the 2005 licence. As detailed and evidenced in the response to Question 4, the impact on
machine spend and dwell time remained largely unchanged after it became a “Small”
casino with the resulting increase in machine numbers from 20 to 60.

As previously stated, we are aware that the NCF has provided impact assessment evidence
from EY about the proposals detailed below to harmonise facilities in “Small” 2005 Act
casinos and “converted” premises. We support the findings of that assessment which are
summarised below:-

» An additional £100 million of Gross Value Added (GVA) to the UK economy, rising
to £150 million when indirect factors are included.

» Harmonisation would also increase jobs; the EY report identifies that an extra 1,000
jobs could be created. Notably, more than 75% of these jobs would be created
outside of London.

» These changes would boost taxable revenues for casinos by an extra £175 million.

» GVA growth as a result of these changes would not just be centred on London. The
North of England will see a £35 million increase in GVA whilst the Midlands and
Wales would see a £25 million boost.

6 “A case study exploration of the social impacts of a UK local, provincial casino on key stakeholder groups” University of Roehampton July
2012
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» Once indirect and induced factors are included the proposed changes would result
in an extra £65 million tax revenue for HM Treasury.

> A key area identified by the report is that the changes will require capital
expenditure to accommodate extra machines, EY estimates that this investment
could be worth £115 million to the UK economy.

The casino industry, via NCF, expects that, as a result of the key changes requested,
casino operators will seek to upgrade their existing estate leading to greater investment.

We believe this adds further support to the Government’s objectives and a belief that
changes to both the number of machines and their allocation within the casino industry
are therefore possible and desirable within those objectives.

If Government takes the opportunity to allow the casino industry to evolve in an
understandable and organic manner and removes the anomalies introduced in the 2005
Act to allow the sector to harmonise facilities, then modest growth will be forthcoming, as
explained in the EY “Stimulating Growth” report submitted by NCF.

Rank therefore believes that the “experiment” relating to the impact of the up to 16 2005
Act casinos should largely be brought to an end, not least given that no evaluation protocol
was established at the outset or time period set for completion. It will otherwise continue
indefinitely without, as the CMS Select Committee Report concluded, any prospect of
determining the impact. This is not least because 11 of the 16 licences were granted to
towns or cities that already had a “converted” casino. The evidence of the Rank-owned
“Small” casino in Luton, previously a “converted” licence, is that providing 2005 Act
facilities within an existing “converted” casino does not, in itself, create an additional risk
to problem gambling levels.

Indeed, an increase in casino machine numbers would justify additional staff to monitor
machine play (“slot techs” as we call them) and encourage further investment in
technology for enhanced responsible gambling measures. This can be better justified and
would be more effective across a higher number of machines.

Q4. What, if any, changes in the humber and location of current gaming machine

allocations support the Government’s objective set out in this document? Please
provide evidence to support this position.

Rank’s position is that the following changes would support the Government’s
objective:

¢ "Small” casinos - increase machine to table ratio from 2:1 to 3:1 but still
capped at 80 machines

¢ "“Converted” casinos - replace 20 machine allocation with a 3:1 machine to
table ratio similarly capped at 80 machines

¢ "“Large” casinos — maintain existing 5:1 machine to table ratio and increase
cap from 150 to 500 machines

Rank believes that there is a simple and practical solution to the problem of harmonising
2005 Act and “converted” casinos. This will also largely bring an end to the particularly
contentious aspect of the 2005 Act “experiment” whereby different machine allowances
apply across the (up to) eight "Small” and eight “Large” casinos than to the wider casino
sector. This “experiment” has existed for 10 years (although the first “Large” casino only
opened in 2010) and is widely seen to serve little or no purpose (as expressed by the CMS
Select Committee in 2012, see below).
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As also explained below, — the 2005 Act “"Small” casinos have a ratio of 2:1 machines to
gaming tables. This was intended to meet the core principles set in both the Budd review
report” in 2001 and the Government white paper that followed in 20028 to preserve the
integrity of British casinos as predominantly leisure venues with a mix of facilities rather
than be “slots sheds”. However, the "Small” ratio was set with a maximum of 80 machines,
requiring 40 gaming tables to achieve this number using the 2:1 ratio.

By contrast, “Large” casinos were set a ratio of 5:1 and a maximum of 150 machines -
requiring only 30 tables to achieve the maximum allowance (within what is essentially
twice the floor space permitted for a “Small” casino). Unsurprisingly, only two “Small”
casino licences have been taken up, both simply upgrading existing “converted” casinos
as the only viable commercial propositions (NB both received no other competition to win
these licences).

One of these “"Small” casinos (the Rubicon in Wolverhampton) only opened in November
2016 but the other is Rank’s Grosvenor Casino in Luton which opened in August 2015. We
therefore have machine data from both the time that it was still a “converted” casino with
20 machines and for the 15 months since it became a 2005 Act “Small” casino with more
machines. As evidenced below, the machine behaviour of individual players has seen
negligible impact, as we would expect, given that there has been no change to the
machines themselves, just in additional machines now being available to allow more
customers to play them at any given time.

We respectfully ask the Government to consider the 2012 Culture Media & Sport Select
Committee report (the "CMS Select Committee Report”) which heard considerable
amounts of written and verbal evidence before making its recommendations. In respect of
casinos, the key points within the report that relate to our proposals are:

e 163. We believe that the stated aim of the Government—to test the impact of the
new casinos—would be almost impossible to implement in a timely and cost
effective manner due to the impracticality of identifying whether any increase in
problem gambling was caused by the new casinos as opposed to the presence of
any other forms of gambling including online. The Government should
reconsider its plans to test the impact of the new casinos. Given that
casinos have some of the most comprehensive measures for tackling
problem gambling and in the light of some of our other recommendations
we believe that casino operators will already be doing enough to enable
the industry to grow safely.

e 169. The Act has created a situation where the Small Casino model is not
considered financially viable. This is partly because a Small Casino must possess a
larger floor-area for table play than a Large Casino in order to maximise its machine
allowance. We note that not one Small Casino has been developed®. It was not
Parliament's intention in 2005 to make Small Casinos completely unviable. Given
the fact that all casinos are highly regulated and access is limited
regardless of the size, we see no rationale for the different gaming
machine allowance. As 5:1 is the ratio presently in the legislation, we
recommend that the Government introduce a single ratio of five machines to one
table for both Small and Large Casinos. Local authorities should have the power to

7 Gambling Review Report — Sir Alan Budd for DCMS 2001
8 A Safe Bet for Success — modernising Britain’s Gambling Laws — DCMS 2002
% Note that, since the report was written in 2012, two Small casinos have opened in Luton and Wolverhampton.
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increase the number of machines permitted per table if they wish to do so and an
operator requests it.

e 172, There is now a two-track system for casinos, with existing 1968 Act Casinos
unable to modernise and take advantage of the allowances granted to new Small
and Large Casinos. However, as the development of these new casinos has been
so slow following the Act—with only one Large Casino having opened to date and
two more having been permitted’°—there is currently no way of assessing what
impact allowing 1968 Act Casinos the same freedoms would have. In principle,
we see no logical reason for maintaining different regulatory regimes and
believe that 1968 Act Casinos should be given the same freedoms as new
ones.

It should be noted that neither Rank nor the wider casino industry is seeking the unified
5:1 ratio for "Small”, “Large” and “converted” casinos that was recommended by the CMS
Select Committee in points 169 and 172. This is because our priority is to seek
harmonisation for the “converted” casinos (recommended in point 172 of the CMS Select
Committee Report). Whilst the CMS Select Committee’s recommendation was based on
sound logic and evidence, we are instead seeking a more cautious approach at the outset
to harmonise “"Small” and “converted” casinos to a new ratio of 3:1.

This has actually been the ratio discussed in the tripartite "NCF roadmap” discussions that
have been taking place since the CMS Select Committee Report was published. Any
broader harmonisation of all casinos to a 5:1 ratio would be something to discuss in due
course following evaluation of the 3:1 harmonisation. We are therefore not ruling it out,
nor would we turn it down, but believe a modest harmonised limit is more appropriate,
not least to avoid any difficulties for the three “Large” casinos currently in operation.

i) Luton “converted” / 2005 Act casino experience and evidence

From a customer perspective, the net effect of the “Small” licence replacing the
“converted” licence in Luton, was that one day they walked into a casino with 20 machines
and the next day they walked into the same, now refurbished and slightly extended, casino
where there were then up to 80 machines.

It is worth noting that, whilst Rank benefited in this example, other casinos in the same
towns or cities as the “Large” and “Small