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SUBMISSION

Review of Issues Related to 

Commonwealth Interactive Gambling Regulation

EXECUTIVE SUMMARY
This submission makes the following points:


1.
This submission is made by the national peak bodies for thoroughbred, harness and greyhound racing on behalf of the whole of the Australian Racing Industry.


2.
The Australian Racing Industry contributes substantially to the national economy and is a major employer, especially in regional and rural Australia.  Australian Racing also plays a significant role in the nation’s social fabric as one of Australia’s most popular spectator sports and a quintessential feature of rural community life.

3.
Racing depends on consistent revenue returns from wagering turnover.  Without this revenue there would be a severe reduction in the income flows to race clubs, breeders, owners and industry workers. Given the Australian Racing Industry’s significant role as a provider of employment in regional areas the flow-on effect would be a decline in economic activity and employment in regional Australia.


4.
The Commonwealth Government’s decision to provide an exemption in the IGA for wagering services was soundly based.  The essential differences between gaming and wagering as gambling opportunities, the maturity of telephone account wagering, and the limited function as a distribution channel the internet plays in relation to wagering, all point to the conclusion that online wagering does not carry with it the same inherent capacity to exacerbate problem gambling that is associated with online gaming.


5.
The experience since 2001 has shown that the effect of allowing internet wagering has been to see a gradual transfer by bettors to this distribution channel in keeping with the general community trend in transferring from telephone to the internet as a telecommunications channel.  Allowing internet wagering has produced no increase in the rate of growth of wagering, and there is no evidence of it having had any impact in exacerbating problem gambling.


6.
In all these circumstances, the section 8A exemption for wagering services is appropriate and should be maintained.


7.
The IGA allows for regulations to be made placing conditions on a wagering service that must be satisfied in order for that service to be treated as an “excluded wagering service”.  The Australian Racing Industry submits that conditions should be placed on the IGA exemption for wagering services to ensure that foreign entities conducting off-shore betting business hold integrity licensing in the Australian jurisdiction in which the races are conducted upon which those betting transactions occur.

1.
INTRODUCTION

1.1
The Focus of this Submission

Under section 68(1) of the Interactive Gambling Act 2001 (the “IGA”) the Minister for Communications, Information Technology and the Arts (“the Minister”) must, before 1 July, 2003, cause a review to be conducted of Commonwealth regulation of interactive gambling.  The review is required to consider a broad range of matters that are specified in section 68.  Subsection 68(4) of the IGA requires that services that are currently excluded under the IGA be considered by the statutory review.

The primary focus of this submission is affirming the appropriateness of the IGA wagering exemption.

This submission also makes comments on the access of Australian residents to offshore-hosted gambling sites and the appropriateness of IGA regulation of betting exchanges.

1.2
Joint Submission by Thoroughbred, Harness and Greyhound
Codes of Racing
This submission is made on behalf of the national peak bodies representing thoroughbred racing, the Australian Racing Board (“the ARB”); harness racing, the Australian Harness Racing Council (“the AHRC”); and greyhound racing, the Australian and New Zealand Greyhound Association (“the ANZGA”).

Accordingly, the recommendations set out in this submission are made on behalf of the whole of the Australian Racing Industry.

2.
BACKGROUND

2.1
The General Significance of Australian Racing

Australian racing does not lend itself to easy or neat description. It is a major economic activity contributing to GDP, jobs and government revenue, but it is also one of Australia’s oldest sports – the first organised thoroughbred race meeting was held in Hyde Park in 1810.  Racing is closely linked with gambling, but it also has a cultural significance that poker machines and casinos will never acquire, with its champions, such as Phar Lap, part of the national identity. Whilst its best known event, the Melbourne Cup, is now an international spectacle viewed by 150 million people, at the same time racing continues largely unchanged in picnic meetings run throughout country Australia, where every place big enough to be called a town – and even some that are not – has its own racetrack.

Chart 1 - Sectoral Inputs and Outputs in Racing
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2.2
The Size and Economic Contribution of the Australian Racing Industry

2.2.1
Thoroughbred racing

Australian thoroughbred racing contributes substantially to economic production and employment in Australia.

Table 1 – Australian Thoroughbred Racing Information 2000/2001

	
	
	
	
	

	
	At a Glance
	

	
	Australian Thoroughbred Racing Information

2000/2001
	

	
	
	
	
	

	
	Race Clubs
	
	454
	

	
	Tracks
	
	382
	

	
	Race Meetings
	
	2,990
	

	
	Races
	
	21,125
	

	
	Horses
	
	31,702
	

	
	Starters
	
	205,118
	

	
	Prizemoney
	
	$ 318,150,688
	

	
	Incentive Schemes
	
	$ 12,857,434
	

	
	Trainers
	
	4,180
	

	
	Jockeys
	
	1,510
	

	
	
	
	
	


Source: Australian Racing Board Australian Racing Fact Book

Analysis carried out in 2001 by IER for the Australian Racing Board (IER Size and Scope of the Australian Thoroughbred Racing Industry December 2001) reported that:


(
allowing for the successive rounds of spending in the economy which flow from expenditure by the industry, direct plus indirect income and employment due to the thoroughbred racing industry totals some $ 7.7 billion and 240,000 Australians (or 77,000 full time equivalents) respectively.


(
Breeding and racing are amongst the most labour intensive of all Australian industries and provide jobs in a diverse range of callings.  Much of this employment consists of jobs in regional areas where genuine local employment opportunities are scarce.


(
Measured by attendances, thoroughbred racing is Australia’s second most popular sport.  1.7m people attend a race meeting at least once a year.  This is second only in popularity to Australian Rules football. For most rural communities their Cup race day and the agricultural show are the two social highlights of the year – and for those not large enough to have an agricultural show the annual race day is their major opportunity to socialise as a community.


(
Australian racing spans both the calendar and the continent.  A total of 22,000 thoroughbred races are held each year, staged in almost every part of Australia.  This equates to an average of 60 races per day.


(
Australian thoroughbred racing is a significant contributor to both the economy and way of life in regional Australia.  Almost half ($3.8 billion) of the gross economic impact from the thoroughbred racing industry is generated in non-metropolitan regions.


(
Measured on an international scale Australia is per capita the world’s leading country in ownership of thoroughbred racehorses.  Australia also has more race clubs and racecourses than any other country in the world.


(
Australia’s 454 thoroughbred race clubs have over 150,000 members.  These clubs are not-for-profit organisations with all work undertaken by their committees and members performed on a volunteer basis.

2.2.2
Harness and Greyhound racing

Although on a smaller scale, the harness and greyhound sectors provide similar economic, social and cultural benefits.

A report prepared in 2001 for the Rural Industries Research & Development Corporation (RIRDC The Horse Industry: Contributing to the Australian Economy June 2001) found in relation to harness racing in Australia that:


(
The training and racing of standardbreds contributes $0.23 billion to Australian GDP, with more than half of that attributable to country activities.


(
Harness racing as a whole (including total labour contributions and the training, racing and breeding of standardbreds but excluding wagering) contributes $0.38 billion to Australian GDP.


(
A total of almost 2,000 race meetings are held each year.


(
Australia has population of 14,000 standardbreds racing each year of which approximately 70% are trained in the country.


(
Australian harness racing is a significant spectator sport with more than 0.5 million people attending a harness race day at least once a year.

Greyhound racing in Australia traces back to the first Australian mechanical lure race in 1927 at Harold Park, Sydney.

The Australian & New Zealand Greyhound Association reports (ANZGA 2002 Records) that:


(
Australia has 95 Clubs which hold in excess of 41,000 races each year.


(
Australia has total population of 23,665 greyhounds in training.


(
Over 3,000 litters are registered each year.


(
Greyhound racing in Australia has some 30,000 registered participants, including trainers, studmasters and racing attendants.

2.3
The Wagering and Racing Nexus

	
	
	

	
	Box 1

Case Study: Reliance of Individual Race Clubs on Wagering Revenues


	

	
	
	

	
	
The basic “fuel” for the racing industry is the prizemoney distributed by individual race clubs.


The accounts of Australia’s race clubs tend to emphasise the heavy reliance on wagering revenue flows.


Example – Australian Jockey Club Limited (AJC)


In financial year 2000/01, TAB Limited (NSW) totalizator betting turnover on racing events conducted by the AJC (Randwick and Warwick Farm in Sydney) was $315 million (off-course) and $64 million (on-course).  Bookmaker turnover at AJC meetings was $169 million.


In terms of wagering revenue, the AJC received a distribution from TAB Limited of $37.1 million and $2.1 million in fees (levies of 1% of turnover plus stand fees) from bookmakers fielding at its meetings. The next greatest contributor to (net) revenue was Sponsorship and Promotional Rights at $11.3 million.  Membership subscriptions were $3.4 million and Admission charges totalled $2.3 million.


The stand-out expenditure item was Prizemoney, etc of $34 million.


	

	
	
	


Source: NSW Department of Gaming & Racing

Unlike most other mainstream Australian sports, such as Rugby League, AFL and cricket, racing and wagering are inextricably linked. Racing is heavily reliant upon large and consistent revenue flows from wagering turnover, to the extent that at present more than 70% of the Racing Industry’s total revenue is derived from TAB payments.

Table 2 - TAB Payments To Racing Industry 2000/01

	
	
	

	
	
	TAB TOTALIZATOR

RACING

TURNOVER
	DISTRIBUTION

TO

THOROUGHBRED

CODE
	DISTRIBUTION

TO

HARNESS

CODE
	DISTRIBUTION

TO

GREYHOUND

CODE
	DISTRIBUTION

TO RACING INDUSTRY
	

	
	
	$bil
	$m
	$m
	$m
	$mil
	

	
	ACT
	0.14
	4.0
	0.7
	0.7
	6.1
	

	
	NSW
	4.18
	133
	26
	24
	183
	

	
	NT
	0.08
	4.9
	--
	.24
	5.2*
	

	
	QLD
	1.55
	67
	14
	9
	99
	

	
	SA
	0.63
	23
	5.6
	2.9
	32
	

	
	TAS
	0.20
	7.4
	4.1
	2.3
	13
	

	
	VIC
	2.88
	174
	39
	27
	239**
	

	
	WA
	0.85
	30
	16
	8
	54
	

	
	TOTALS:
	$10.6 bil
	443
	105
	75
	$626 mil
	

	



*
Post privatisation of the NT TAB the Northern Territory racing industry is funded directly by Government.

**
Payments received by the Victorian racing industry include investment returns.

Source: NSW Department of Gaming & Racing
Without this revenue there would be a severe reduction in the income flows to race clubs, breeders, owners and industry workers. Given the Australian Racing Industry’s significant role as a provider of employment in regional areas the flow-on effect would be a marked decline in economic activity and employment in regional Australia.

3.
REASONS WHY THE IGA WAGERING EXEMPTION IS APPROPRIATE AND SHOULD CONTINUE

3.1
Essential differences between Wagering and Gaming

	
	
	
	
	

	
	Box 2

CONTRAST


Interactive Wagering on Racing v Interactive Gaming


	

	
	
	

	
	Interactive Wagering on Racing
	
	Interactive Gaming
	

	
	
	
	
	

	
	Live racing event


	
	Computer-generated random results
	

	
	Third party contingency – No involvement of wagering operator in race result


	
	Operator conducts “game”
	

	
	Wagering online does not create a new “product” – it merely provides an alternative telecommunications link between account holders and operators


	
	Gaming online enables remote gambling
	

	
	Wagering growth remains flat notwithstanding introduction of internet wagering


	
	Gaming continues to grow rapidly
	

	
	
	
	
	


Within the generic term “gambling” it is important to distinguish between two very different classes: wagering and gaming.  This distinction can be drawn on four grounds.

(i)
Third party contingency

Wagering, in its pure form, is traditionally based upon a third party outcome or contingency.  That is, determination of the outcome of the race is independent of the gambler and the operator.  In contrast, in most forms of gaming, such as roulette or lotteries, the operator oversees the conduct of the process (or “game”) by which the outcome is determined.

(ii)
Skill v. pressing a button

A further distinguishing feature is that whereas wagering requires the bettor to exercise some judgement (at varying degrees and levels of skill) the vast majority of gaming activity and turnover relate to gaming machines which do not require any judgemental or skill competencies on the part of the player.

(iii)
The different implications of interactive technologies for Wagering and Gaming respectively.
The implications of the Internet and other new interactive technologies are entirely different for wagering and gaming.

In the case of wagering, online merely provides an alternative telecommunications link between account holders and wagering operators.

In this context it is essential to understand the maturity of telephone wagering.  In the case of wagering, remote betting by account holders has been a long-existing feature and the effect of the internet has essentially been limited to an evolution in communications technology.

Since virtually the inception of Australian TABs in the 1960s, significant proportions of turnover have been attributable to off-course punters placing bets with TABs against pre-established account funds via the telephone (currently some 20% of total TAB turnover Australia-wide). Additionally, since the early to mid-1990s larger-scale punters in all jurisdictions have had access to official bookmakers’ telephone betting services. 

Furthermore, the approximate dividends available about a runner in the lead up to a race are easily accessed by a punter away from official TAB outlets through Teletext-type services as well as radio transmissions.  This, combined with the existence of a racing channel on pay TV means that, in terms of enabling “remote’ gambling, internet wagering facilities have as such added little to what has already been available over the telephone for several decades.

Indeed, the Productivity Commission’s report Australia’s Gambling Industries found in this respect that “internet wagering only represents a small technological step since people could already lodge the bets remotely by phone”. (Para 17.14)

Shortly stated, wagering on the Internet is merely an alternative method of placing bets, and is equivalent to the existing TAB telephone-betting service.  Its importance to the racing industry is that it allows the TABs to service customers at lower costs, which directly benefits the industry.

This contrasts markedly with gaming.  Here interactive gaming equates to the introduction of remote gaming.

Most forms of gaming in Australia have traditionally involved person-to-person contact between punter and operator (or the operator’s agent or employee) and have involved a cash transaction at the time of playing the game.  Examples include casino games along with poker and card machines in registered clubs and hotels.  Cash over-the-counter sales through agents with on-line links to lotteries offices have accounted for the vast bulk of lottery and lotto sales in recent years.

On-line gaming would plainly add a new dimension to this form of gambling as it would enable what was previously impossible – access to gaming from the player’s home.

(iv)
Scale and Trends in Wagering and Gaming

Despite the much longer history that it has had in Australia, the scale of wagering is completely overshadowed by gaming.  Chart 2 shows that wagering occupies a small and declining part of the Australian gambling market, falling from 38% in 1990 – 91 to 10% in 2000 – 2001.

Chart 2 - Gambling Market


1990/91
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Source: Tasmanian Gaming Commission, Australian Gambling Statistics 1972 – 73 to 2000 – 2001.

Looking more closely at trends in wagering and gaming respectively, it is apparent that there has been negligible growth in wagering turnover in Australia for many years;  increases in Australian expenditure on gambling have been wholly attributable to increased gaming.  Moreover, there is clear evidence that this has not been altered by Internet wagering - wagering growth over the past five years since internet wagering was introduced has remained flat.

Chart 3 – Wagering v Gaming 1989–90 – 2000-2001
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* Gaming here is all legal forms of gambling other than wagering (ie racing related), such as Lotteries, Lotto, Tattslotto, Pools, Gaming Machines, Casino gaming, Instant Lottery, Keno, Sports Betting and minor gaming.  Source: Tasmanian Gaming Commission, Australian Gambling Statistics 1972 – 73 – 2000 - 2001

3.2
Scale and Trends in Internet Wagering

Internet wagering has been operating in Australia since 1998.  It remains on a small scale and its effect has essentially been to transfer existing wagering transactions from voice telephone to keyboard entry.
Looking at the experience of NSW and Victoria as an example the scale of online wagering, it presently accounts for 4.5% of total turnover in NSW (TAB Ltd) and 2% in Victoria (TABCORP).

In terms of its growth, in both cases this has primarily come from the transfer of pre-existing telephone and retail bettors.  Furthermore, wagering growth since internet wagering was introduced has been less than 2% a year, compared to gaming which has grown at 14% per year in the same period.

3.3
The Commonwealth Government’s Exemption for Wagering was Correct and Should Be Maintained.

The Productivity Commission’s report Australia’s Gambling Industries found that “Online casino games – like gaming machines and roulette – are continuous forms of gaming, with high frequency low payoff.  As in their physical counterparts, such continuous forms of gambling present the greatest risks for problem gambling”.

(Para 17.14)

The Australian Racing Industry acknowledges the possible harm that Internet gaming may cause and supported the enactment of the IGA as a means of preventing the proliferation of electronic gaming machines and casino games in the home via the internet.

In determining the scope of the IGA the Commonwealth Government decided that there were cogent reasons for providing an exemption for wagering (other than “betting in the run”).  The Commonwealth Government’s decision to provide this exemption in the IGA for wagering services was soundly based.

The essential differences between gaming and wagering as gambling opportunities, the maturity of telephone account wagering, and the limited function as a distribution channel the internet plays in relation to wagering, all point to the conclusion that online wagering does not carry with it the same inherent capacity to exacerbate problem gambling that is associated with online gaming.

Furthermore, the experience since 2001 has shown that the Commonwealth Government’s decision to provide a wagering exemption was the correct one.  The effect of allowing internet wagering has been to see a gradual transfer by bettors to this distribution channel in keeping with the general community trend in transferring from telephone to the internet as a telecommunications channel.  Allowing internet wagering has produced no increase in the rate of growth of wagering, and there is no evidence of it having had any impact in exacerbating problem gambling.

In all these circumstances, it is the Australian Racing Board’s submission that the section 8A exemption for wagering services is appropriate and should be maintained.

4.
AUSTRALIAN RESIDENTS’ ACCESS TO OFFSHORE – HOSTED GAMBLING SITES

4.1
Some Economic Principles of The Racing Industry

There are some economic principles of the Racing Industry that are important to an understanding of the present vulnerability of Australian racing to commercial damage by offshore wagering operators.

A fundamental distinguishing feature of racing is that, unlike most other industries, it is possible for an outside party to garner revenues from the industry without contributing to its costs.

The supply of the horseracing wagering opportunity can be seen as a chain that begins with a capital investment in a racecourse and the long-term investment in breeding horses, and which is sustained by the constant training of jockeys, the maintenance of facilities, and the provision of prizemoney for each race. There is added to that a huge expenditure on veterinary supervision of horses, the establishment and staffing of racing laboratories for the detection of drugs in horses on racedays, the disciplinary supervision of licensed persons and the running of races – all of the machinery that in total ensures fair racing and public confidence. Finally, there is the management of the consumer’s wager on the race’s outcome.

Prizemoney, racecourse construction and maintenance, industry promotion, income for jockeys and trainers, returns to owners – in short all the costs of creating the “racing product” must be sustained by the takeout from this final step, the wager. However, a separate “parasite industry” can exist to supply only the wager and none of the other cost-inputs to racing. This unusual feature of the horseracing industry is part of the reason the industry is subject to widespread regulation: to ensure revenues are used to cover costs. 

In economic terms, by allowing wagering revenue to flow to third-party suppliers of

“unbundled” wagering opportunities, the horseracing industry generates “positive externalities” - gains that are captured by those outside the industry. This results in an

under-supply of horseracing as a product and is considered by economic theory to be an instance of “market failure,” which regulation is employed to correct.

These fundamentals were identified by the Centre for International Economics in a review it carried out for the Victorian Minister for Sport and Minister for Gaming in 1998:
“The nature of racing events is such that it is difficult to exclude parties from utilising the primary product of the event – the outcome or result of a race. As such, it is possible that betting service providers could “free ride” on the racing industry, taking bets on races without contributing to the costs of running them. Such a situation could lead to there being too few race meetings and a smaller racing industry.” (Centre for International Economics 1998, p36).

In economic terms the danger to racing from new communications technologies is that they further facilitate market entry into only the final step - the wager- exacerbating the disconnection between the industry’s revenues and costs.

For example, these advancing communication technologies may be used by industry outsiders to “piggyback” on industry-generated and approved video and information streams to use as complements to the outsiders’ wagering offerings on industry races.  (This might be done using advanced PC browsers which allow multiple windows to be open simultaneously, and an unapproved wagering site could reside side-by-side on a screen projecting the complementary video and race information.)

The economic consequences for stakeholders in the Australian Racing Industry of offshore wagering operators – either Vanuatu telephone operations or non-Australian internet sites - “free riding” on the Australian racing product are clear: over time the following impacts will be felt: -

· Racing industries in every state and territory will see a reduction in income which will adversely affect race clubs, breeders, owners, racing professionals and supporting industries.


· State/Territory Governments will face a reduction in financial contributions as betting taxes received from the industry.


· The racing industry may be forced to rationalise and reduce its offering, in terms of geographic coverage, including country and regional participation, and quality of the racing “product”


· Small bookmakers will find it hard to remain competitive and further concentration within the bookmaker industry will be likely. 

To give some measure of the extent of the future damage that may be done to the Australian Racing Industry, a leakage of only 3% per annum in turnover from Australian wagering operators to overseas operators over the next 10 years would see the distribution of funds to racing cut by $115 million and would cause a significant rationalisation of country race clubs.  Leakage of 10% a year would mean a fall of $345 million in Racing Industry funding which would cripple the Australian industry.

In the past, strong and prudential government action has been instrumental in developing Australian racing as a vibrant world-leading industry.  We submit that there is a case for the IGA to be applied to preserve the economic, social and cultural benefits of Australian Racing in the manner set out in section 4.3 of this submission.

4.2
Emergence of Betting Exchanges

The most significant development in online gambling since the Productivity Commission inquiry into Australia’s gambling industries has been the emergence of betting exchanges.

Betting exchanges match bets between individuals.  There is no central bookmaker; instead, an exchange allows individuals to set their own odds and take the role of bookmaker.  Bets are placed on the exchange by users who either wish to place a bet in the normal way (termed “backing”, that is, betting on a win outcome), or offer odds to other punters (termed “laying”).  An exchange also allows individuals to request odds which they believe represent good value.  The exchange merely matches users with opposing views on the outcome of an event and is indifferent to the outcome of the event.  Moreover, layers must have their maximum exposure deposited in their exchange account.  Consequently, the exchange has neither a position risk nor an exposure to credit risk.

Box 3 - Traditional Fixed-odds Betting Model v Betting Exchange Model


Traditional Model
Betting Exchange Model

[image: image9.png]



There are no betting exchanges licensed in Australia, but since February 2003 the world-dominant exchange, Betfair, has been operating on Australian racing.

Betfair is the trading name of The Sporting Exchange LTD a UK registered company founded in August 1999.  Betfair operates its betting exchange website under the UK Betting, Gaming and Lotteries Act and holds a bookmaking licence in England and Wales.  Although no audited figures exist, reports suggest that Betfair is currently matching bets at a level of £50m per week or £2.6bn pa.  By way of comparison, the largest UK betting shops William Hill and Ladbrokes held turnover of FY 2002 £3.4bn and £3.8bn respectively.

(a) Integrity Issues

Betting exchanges are not bookmakers per se, but platforms facilitating bettors to lay and take bets with each other, with the exchange taking commissions from winners.  Putting to one side “field against favourite” betting, this form of wagering creates a substantially new type of betting contingency – the capacity to bet that a particular horse will not win.

The ability to lay bets through exchanges and thereby profit from a horse losing can be seen to carry with it a real temptation for either racing personnel (owners, trainers, jockeys, stable staff) or an external party to compromise racing integrity.  The prospect that someone who has been able to influence the outcome of the race has been set to profit from a laid bet on each beaten favourite has the potential to do enormous damage to racing’s credibility in the minds of customers and the public at large.

While some overseas racing jurisdictions are concerned that the integrity issues associated with betting exchanges are ineradicable, in the United Kingdom the body responsible for policing the thoroughbred racing industry has developed a series of measures to address these issues, including prohibitions on the laying of horses by licensed persons and access to betting exchange transactions records.

It may be that measures such as those being established in the UK could be developed here to provide a sufficient safeguard for Australia’s high integrity standards.  However, if compliance with Australian probity and integrity controls is not made a precondition of any exchange operating on Australian racing then there is a serious risk of public confidence being undermined.

(b) Responsible Gambling
Betting exchanges charge commission only on the “net win” on an event so that bettors are not penalised for placing multiple bets on an event.  In this sense betting exchanges have the potential for greater interactivity.

It is essential that, just as existing Australian operators observe high standards of responsible gambling, so must betting exchanges.

(c) Revenue returns
The UK legislative environment from which existing betting exchanges operate provides for extremely limited returns to Government and the racing industry.  This is a product of a deliberate policy of the UK Government to establish that country as an international hub for gambling services articulated in the white paper “A Safe Bet For Success”.

It is essential that any betting exchanges operating on Australian racing does so on a basis of equitable taxation and revenue returns to Australian Governments and the Racing Industry.

4.3
The Case for Placing Conditions on Exempted Wagering Services
The IGA allows for regulations to be made under S.70 of the Act placing conditions on a wagering service that must be satisfied in order for that service to be treated as an “excluded wagering service”.

It is submitted that in light of the material presented in sections 4.1 and 4.2 above there is a strong case for conditions to be placed on the exemption for wagering services to ensure that a provider meets appropriate probity, integrity and responsible gambling standards, and is making equitable taxation and revenue returns to Australian Governments and the Racing Industry.  Where foreign entities are conducting off-shore betting businesses with Australian customers they should be required to hold integrity licensing in the Australian jurisdiction in which the races are conducted upon which those betting transactions occur.

5. CONCLUSION

The Australian Racing Industry contributes substantially to the national economy and is a major employer, especially in regional and rural Australia.  Australian Racing also plays a significant role in the nation’s social fabric as one of Australia’s most popular spectator sports and a quintessential feature of rural community life.

The IGA established a regulatory framework at the Commonwealth level to address community concerns about the availability and accessibility of interactive gambling in Australia.  The Australian Racing Industry supports the Commonwealth Government’s aims and believes that the legislation is appropriate in achieving objectives.

The provision of wagering via the internet allows substitution in the medium by which wagering takes place.  It does not in any real sense expand the availability of gambling in Australia and has not caused any material increase in the level of gambling.  Accordingly, the Commonwealth Government’s decision to provide an exemption for wagering services was soundly based and the Australian Racing Industry submits that section 8A of the IGA should be maintained on its current terms.

The IGA allows for regulations to be made placing conditions on a wagering service that must be satisfied in order for that service to be treated as an “excluded wagering service”.  The Australian Racing Industry further submits that in the interests of safeguarding the economic, social and cultural benefits of Australian Racing, conditions should be placed on the IGA exemption for wagering services to ensure that foreign entities conducting off-shore betting business hold integrity licensing in the Australian jurisdiction in which the races are conducted upon which those betting transactions occur.
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