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1.
Purpose of the Bill: Slide 2
Description of Interactive Gambling

Interactive gambling is generally accepted to mean all forms of remote gambling taking place via the internet using various forms of electronic devices. The Bill, however excludes interactive gambling activities taking place between two or more persons that are facilitated by a third party, an activity commonly known as person to person betting exchanges.
Purpose of the Bill
Interactive gambling in South Africa is currently unregulated and is generally plagued by crime, criminal elements, little or no protection of players, uncontrolled exposure of children and other vulnerable persons to gambling and a host of other negative factors.  
The purpose of the Bill is to provide for the regulation of interactive gambling (IG) so as to: 
· protect society against the over-stimulation of demand for gambling

· provide for registration of players;

· provide for conditions applicable to IG licenses;

· protect minors and other vulnerable persons;

· ensure compliance with Financial Intelligence Centre Act; and

· prevent gambling to be associated with crime, money laundering, or financing of terrorist and related activities

Most of these aspects listed above are provided for in the presentation and will be discussed in further details.

2.
Approach to IG: Slide 3
The Bill will be introduced by way of an amendment to the National Gambling Act.  Inherently IG is provided for in the relevant sections in the Act with particular reference to the definitions of interactive game, interactive provider and internet.  The principal Act has a requirement that interactive gambling be regulated two years after the enactment of the principal Act.  
The policy framework for interactive gambling recommended that interactive 

gambling should form part of the broad policy for the regulation of all forms of 

gambling and be regulated by the National Gambling Board.  Therefore, the 
regulatory principles of the current Act apply to all forms of gambling and these 
principles will also apply to Interactive Gambling (IG).   
3.
Introduction: Slide 4
Item 5 (5) of the Schedule to the National Gambling Act, 2004 (Act No.7 of 
2004) (“the Act”) requires the Minister to introduce into Parliament, within two 
years of the effective date of the Act, legislation for the regulation of interactive 
gambling. The Act came into operation on 1 November 2004. 

In October 2005, a committee that was established by the National Gambling 
Board (“the Board”) in terms of item 5 (1) of the Schedule to the Act, presented 
a report on the regulation of interactive gambling to the Board and the National 
Gambling Policy Council (“the Council”) in accordance with the requirements of 
the Act.

The research report was finalized in October 2005, and was tabled before the National Gambling Policy Council (NGPC).  The report identified a number of key impact areas for consideration, which included:

(a)
competitiveness with global gaming jurisdictions;

(b)
employment;

(c)
competition;

(d)
gambling exposure; 

(e)
addiction to gambling;

(f)
exposure to money laundering and organised crime; and

(g)
cost of regulation and monitoring.

After considering the report, the Board and the NGPC recommended that the 

Department prepare draft legislation for the effective regulation of interactive 
gambling, addressing the following areas:
(a)
effective and uniform regulation, licensing and controlling of interactive gambling;

(b)
protection of persons who participate in licenced gambling activities;

(c)
protection of children and other vulnerable persons from gambling

(d)
protection of society and the economy against over-stimulation of demand for gambling; 

(e)
licensing of interactive gambling providers and registration of players; 

(f)
conducting of interactive gambling activities in a transparent, fair and equitable manner; and

(g)
monitoring and control of interactive gambling.

The Bill should not be seen in the context of impact areas identified which have economic implications such as competitiveness, competition, etc as the rational of the regulation of IG is largely based on player protection considerations.
4.
Introduction continued: slide 5

Approximately 20 written submissions were received.  The issues raised by stakeholders were mainly on the licensing, location of server, money laundering, player protection, problem gambling etc.
· On the licensing, the stakeholders raised concerns around the powers and capacity of the National Gambling Board to issue licenses as opposed to the experience of Provincial Licensing Authorities (PLAs) to issue gambling licences.  

· On the location of server, the concern was with the monitoring and enforcement of Interactive gambling when the server is located outside the Republic.  The Bill already provides for the server to be located in SA.

· Money laundering was raised as a concern in the areas of player registration, payment/transfer of winnings, foreign players, etc.
· There were concerns about the protection of players and this was mainly on the manner in which the player will be protected against unfair treatment by interactive providers.
· The problem gambling issue was raised broadly in the context of accessibility of internet gambling and how the Bill will ensure that vulnerable players are protected.
The comments were assessed, analysed and incorporated into the Bill where 

appropriate.  One-on-one stakeholder consultations were held with selected 

stakeholders on 3rd and 4th May 2007 conducted by the dti and NGB.   The 
provinces were consulted on 10 July 2007.

5.
Introduction continued: Slide 6

The concerns raised by the Committee were around the exclusion of person to person betting exchanges, how the Bill was going to create a level playing field between the land based casino industry and online gambling industry, the impact of advertising, reasons other jurisdictions prohibited internet gambling, the rationale behind utilizing gambling for economic benefits such as to the fiscus and BEE, curbing the extent of gambling, overall consultation process was deemed insufficient, etc.

Stakeholders that were excluded in the consultation process such as church groups, non governmental organisations and other relevant stakeholders were invited to make presentations during the public hearing process.  
6.
Provision of interactive gambling games: Slide 11
The Bill establishes a legal basis for the provision, regulation and control of 
interactive gambling within the Republic and also provides for the approval of 
interactive games, interactive gambling equipment and software. 

7.
Player protection: Slide 12
The Bill provides for the registration of players and for player exclusion. The Bill 
provides that each and every player who engages in interactive gambling be 
registered with a licenced interactive gambling provider and establish a player 
account.  The Bill will make any gambling activity provided by an unlicensed 
provider unlawful and will prohibit South African players from engaging in 
interactive gambling activities with unlicensed providers. The Bill also 
contains provisions to ensure that registered players are treated fairly by 
interactive providers hence there will be strict probity of interactive providers.  
Strict verification procedures that are compliant with the Financial Intelligence 
Centre Act (FICA) will include attaining a statement (in a prescribed form) from 
the player that they are 18yrs or older, that the jurisdiction in which they reside 
does not prohibit IG, ensuring that minors do not have access to interactive 
gambling, etc.  In addition, the player must nominate an account, held with an 
authorised financial institution and this account will be the only account within 
which transfer of monies will be carried out.  The credit provider will not be 
allowed to extend credit to players.  The Bill also provides for the resolution of 
disputes between players and the interactive providers by the Board 
in accordance with the prescribed dispute resolution mechanism.  The Bill 
provides for the mechanism to pay or remit winnings and prizes to players.  

8.
Advertising: Slide 13
The Bill makes advertising and promotion of interactive gambling unlawful. It will also be unlawful for the off shore operators advertise IG in the Republic.  Any person who provides advertising facilities to such off-shore operators will be committing an offence. The prohibition of advertising in all forms of gambling will be revisited.  

9.
Licensing: Slide 14
Due to the borderless nature of IG, the Bill provides for the licensing of interactive 
gambling providers and these licences will be issued as national licences.  Other 

licences include licences for employees and premises, and for testing and 

certification (software, interactive equipment, manufacturers, suppliers and 

maintenance providers).  Employee licence include licenses for key employees, 

management staff, Directors and shareholders.  The Bill further provides for the 
Minister to prescribe procedural requirements for licensing by the Board in order 
to ensure compliance with certain technical specifications and standards for 
equipment, software and premises.  

10.
Compliance and enforcement: Slide 15
The Bill places an obligation on the Board to ensure compliance by all 
stakeholders of the provisions of the Bill. The Bill further makes provision for the 
Minister to prescribe interactive gambling software and hardware procedures to 
maintain the integrity of interactive gambling activities, registered player data and 
game data.  The Board will be required to supervise and enforce compliance by licensees with FICA requirements.  It will be expected of the Board to conduct inspections in respect of IG websites and premises where IG equipment and software is located.  It is a requirement of the Bill that the server be located in South Africa.  The Board may revoke or suspend IG licences for non-compliance with license conditions or any applicable law and as part of cooperative governance may delegate some of its enforcement and compliance powers to the Provincial Licensing Authorities (PLAs
11.
Problem Gambling: Slide 16
The Bill seeks to protect minors and other vulnerable persons from being harmed 

and exploited by gambling by placing an obligation on the interactive provider to 

ensure that players utilizing their interactive gambling services are 18 years or 

older and also provides for the Minister to prescribe mechanisms and procedures 

to ensure that unregistered players and children cannot access interactive 

gambling facilities.  The interactive provider will be required though licensing conditions and regulations to ensure that there is an electronic system for the monitoring and reporting of registered players.  Players will be required to set limits on accounts.  The principle of know your customer will apply and providers will be required to audit playing patterns and behaviour.  IG providers will provide self-diagnosis system and notice on website in respect of player exclusion and treatment of addictive gambling  (National Responsible Gambling Programme).

12.
Money laundering: Slide 17 and 18
The Bill provides for the Minister to prescribe control systems in respect of 
money laundering which will allow for flexibility in dealing with technological 
developments. Key aspects such as registration of players and verification of 

player identity, only allowing players from selected countries that comply with 

Financial Action Task Force (FATF) or designate organization to engage in 

interactive gambling licensed in the Republic will apply.  It also creates an 
obligation on interactive gambling providers to report suspicious and illegal 
activities.  The Bill will be governed by FICA requirements in respect to licensing, 

registration of players and other compliance and monitoring factors.   Other 

control measures include the establishment of player account and verification of 

nominated accounts, regulating the method of payment to the provider, e.g. 

credit card method of payment.  A provider will not be allowed to convert any  

funds in a player account into any other form of value. One of the main thrusts of 
the provisions on money laundering is that the Bill requires for the gambling 
equipment which includes the server and other key records of players’ 
transactions to be located in South Africa.  This poses the responsibility for all 

licensed interactive providers to have a presence in South Africa.  This will also 

be in line with the existing Company Law.    The interactive provider has an 
obligation to report suspicious and illegal activities and the provision for control 
systems will be prescribed to ensure compliance.
13.
Taxation: Slide19
The Bill incorporates a provision that enables the imposition of taxation which will be catered for in a separate money Bill by the Minister of Finance.  Currently the dti is in consultation with National Treasury to develop the money Bill.  There is a consideration to utilise taxation as a measure to curb the extent of gambling.
14.
Conclusion: Slide 20
Regulation of IG will ensure accountability by IG industry, eliminate illegal IG operations, protection of players and provide for effective and transparent licensing.  
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