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Introduction
This consultation document sets out the Gambling Commission’s proposals for
licensing, for monitoring compliance with regulatory requirements and for
enforcement action including the use of financial penalties in the event of breaches.

The Commission’s use of the regulatory processes will be based firmly on the need to
comply with the licensing objectives:

(a) preventing gambling from being a source of crime and disorder, being
associated with crime or disorder or being used to support crime;

(b) ensuring that gambling is conducted in a fair and open way; and

(c) protecting children and other vulnerable persons from being harmed or
exploited by gambling.

The licensing arrangements will ensure that entrants to the industry are suitable by a
rigorous but proportionate assessment of the information requested in licence
application forms. 

Once a licence has been issued the Commission will work with the industry to ensure
that compliance is achieved by the best means possible. We will expect the industry
to take a constructive and positive approach to the need for regulation and to
respond positively to requests for action and information. In our turn we will do what
we can to ensure that the regulatory burden is not unnecessarily onerous. 

We expect a constructive and positive relationship with those we regulate. We know
that the majority of operators wish to be compliant and it is our intention to assist
them to be so by the best means possible. However where illegal activities are
discovered or where there are persistent breaches of the licence objectives or of
specific licence conditions within the licensed community we will not hesitate to take
firm action.

Part I explains how the Commission proposes to deal with applications for the
licences it will award under the Gambling Act 2005 (“the Act”). This covers both
operating licences, which gambling operators need in order to provide gambling
facilities, and personal licences, which certain individuals working for gambling
operators will be required to hold. Our consultation document ‘Licence Conditions
and Codes of Practice’1, published in March 2006, explains the background and the
regulatory framework set up by the Act. 

Part II sets out our approach to the monitoring of compliance with regulatory
requirements by operators and by individuals with personal licences. Part III explains
our approach to enforcing the law in the event of breaches, including the use of
financial penalties. 

Part IV outlines the way forward on our proposed Statement of Principles for
Licensing and Regulation.2 The Act requires us to issue such a Statement, both setting
out the principles we will apply in exercising our functions generally and dealing with
a number of specific matters.

Comments are invited on all parts of this consultation document. See the note on the
back page “How to contribute to this consultation”.

1 Available on the Gambling Commission website at www.gamblingcommission.gov.uk.
2 We published an incomplete draft version of this Statement in October 2005 and have received

consultation responses to it.





Part 1: Licensing

1.1 The Commission’s approach

1.1.1 The licensing process will occupy a central role in our work in promoting the
licensing objectives. It is through the licensing process that we will keep criminals
and those with links to crime out of gambling. And it is through the licensing process
that we will ensure that gambling operations are controlled only by individuals who
are committed to keeping crime out of gambling and providing gambling that is fair
and open and that does not harm or exploit children or other vulnerable people.

1.1.2 Our licensing process will be rigorous but proportionate. In particular, we will
ask applicants for no more information than we need in order to reach licensing
decisions. We will avoid placing unreasonable burdens on applicants or setting
unachievable qualification standards. However it is important that applicants are
aware that it is an offence to give the Commission information that is false or
misleading and so they must make sure that the information they provide is correct.

1.1.3 In order to reduce our own administrative costs, and those of applicants, we
will enable applicants to complete and submit applications electronically. 

1.1.4 Except where we specify otherwise, what follows covers the grant of both
operating and personal licences (including both personal management licences and
personal functional licences – see ‘Licence Conditions and Codes of Practice’ Chapter
2 for an explanation of these terms).

1.2 Information requirements

1.2.1 Applicants will be required to provide only the information we need to assess
them against the tests set out in the Act, specifically information that enables us to:

� establish their identity, including for operating licences the identity of the key
individuals;

� evaluate their integrity and competence, again including that of the key individuals;

� take into account any criminal record they may have and in some cases check
whether the local police have intelligence relating to them;

� consider the financing and detailed planning of their business or their financial
circumstances as an individual; and

� evaluate their ability to abide by the licensing objectives.

1.2.2 Once an operator is licensed and has started trading we propose to require
them to complete regulatory returns providing more detailed information about the
gambling services they provide and about the actual operation of their business. We
recognise that new operators may not be able to describe their services in detail at
the application stage.

Identity

1.2.3 Identity checks are an essential precondition for all of the other checks that
the Commission will carry out when considering licence applications. In the case of
operating licences the Commission will need to confirm the identities of the key



individuals named in the application. We will want to check the identities of all
individuals who are or will be major shareholders or investors in the company and all
key senior staff: the Chief Executive, Finance Director, Marketing Director, Compliance
Director or those who carry out equivalent roles. The Commission will follow the
Criminal Records Bureau’s (CRB) advice on identity verification.

1.2.4 We intend to ask operators to conduct identity checks and to certify the
outcome to us. We will continue to use the CRB’s list of acceptable identity documents
(for the full list, see annex A attached to the personal licence guidance notes in
Appendix 4), and operators will be required to copy to us the documents that they
have seen in connection with identity checks and certified as copies of the originals.

1.2.5 The Gambling Act 2005 allows individuals who do not yet work in the
gambling industry to apply for a personal licence. In order to facilitate applications of
this kind, we will continue to provide for Commission staff to carry out identity
verifications. Applicants will be able to submit proof of identity documents to us by
post or to bring them in person for us to check.

Integrity and competence

1.2.6 The Act requires the Commission to establish the suitability of applicants for
licences. ‘Suitability’ encompasses applicants’ integrity and competence, and we will
make thorough investigations of each of these areas.

1.2.7 We will investigate the previous and current business, professional and
employment activities of personal licence applicants and key personnel in operating
licence applications. In the case of some key personnel we will investigate the
activities of their spouses/partners as well. These investigations are likely to include
checks of a range of sources including Companies House records, the Individual
Insolvency Register and the Disqualified Directors Register.

1.2.8 Where the applicant is from abroad and therefore has no track record in the
United Kingdom, we will ask for – and take up – references from overseas employers
(in the case of individuals) and from overseas gambling and other regulators (in the
case of operators).

1.2.9 We will also ask for information from individuals on their qualifications and
previous professional experience. We will use this information to assess whether or
not that person has the necessary skills and experience to carry out their role in a
way that will secure the licensing objectives. In some cases, for example applicants
for personal functional licences wishing to enter the industry for the first time, it is
possible that there will be little or no evidence of this kind. In these instances it is
likely that we will arrange for experts in the relevant field to interview the candidates
to establish their knowledge and skills.

Criminality

1.2.10 The Act allows the Commission to refuse an application for a licence if the
applicant or a person relevant to the application has a conviction for a relevant
criminal offence.3 The Act also allows us to take criminal convictions into account
when considering someone’s suitability. These powers are central to our ability to
keep gambling free of crime, and we will ask all applicants for personal licences and
all key persons named in operating licence applications for permission to conduct a
check on them using the police national computer. Where the police national
computer check gives rise to cause for concern we will ask for an enhanced CRB
check.

4 | Licensing, compliance and enforcement Gambling Commission
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1.2.11 Non-British nationals who have been resident here for fewer than two years
will be asked to provide us with a report on themselves from their local police
service. We will also contact the relevant overseas regulator to obtain additional
relevant information.

1.2.12 We may also check out any information on County Court judgements and any
police or other investigations into companies in which applicants have been involved.

Finance

1.2.13 A financially viable company with a robust business plan is less likely to
become a target for criminals or to operate unfair or sharp practices than one that is
financially precarious or has a weak business plan. We will therefore seek information
about operating licence applicants’ business plans, including details of how those
plans are to be funded. 

1.2.14 In addition we plan to ask for a suite of returns, which may include the
origins of finances, bank references, a capital adequacy test and prospective cash
resources. We will however consult separately on the financial elements of the
information required later in the year.

1.2.15 Where the applicant is an existing organisation that wishes to move into the
gambling industry for the first time, we will seek to use a broad range of information
sources to assess their financial soundness (for example annual reports and accounts,
Dunn & Bradstreet, Company Watch etc).

1.2.16 We will also make enquiries about individuals’ financial circumstances.
Applicants for personal licences, and key individuals named in operating licence
applications, will be required to provide us with the results of a personal credit check
carried out by an independent organisation.

The licensing objectives

1.2.17 The Act specifically directs us to have regard to the licensing objectives when
making any decisions about an operating licence application. We therefore plan to ask
operating licence applicants a series of open questions about how the objectives will
be addressed and we will expect applicants to respond with a description of their
plans, or policies and practices if it is an existing operator.

1.2.18 We do not plan to ask personal licence applicants about the licensing
objectives in detail at the application stage, since the plans will be a company based
arrangement. However their implementation of the company plans will be part of the
compliance assessments and we will ask licensees to sign a statement that they will
comply with the objectives. 

1.3 Evaluating applications

Overall approach

1.3.1 We have considered carefully a range of options for assessing licence
applications. In particular, we investigated the feasibility of employing a standardised
numerical marking scheme which gives each piece of information a weight and a
value, and generates an overall score that dictates whether an application is approved
or rejected. However, we concluded that such a mechanistic approach would be
inflexible, would give the evaluation process a false appearance of objectivity and

Q.1 Do you agree that the factors set out in Section 1.2 are the relevant
ones for the Commission to take into consideration when assessing an
application for a licence?
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would therefore fail to take into account the likely high degree of variability in the
quality of the information available to us.

1.3.2 The Commission therefore proposes a different approach: we will assess each
of the key areas of an application (identity, integrity and competence, financial
circumstances, and ability to meet the licensing objectives). Applicants will be rated
as “adequate” or “inadequate”.

1.3.3 Applicants will need to achieve an “adequate” rating in each area in order for
their application to be approved in principle. (For applications to be approved in
practice, they will also need to be accompanied by the correct fee for the licence
sought.)

Criteria 

1.3.4 For each area we will use different criteria to decide whether the applicant
passes or fails. 

1.3.5 For identity, we will ask ourselves whether the applicant’s identity has been
established or not. If evidence from other sources indicates that there is cause for
doubt then we will assess this area as “inadequate” and seek an explanation/
clarification from the applicant. If the applicant is able to provide satisfactory
information then the assessment will be changed.

1.3.6 Assessing applicants’ integrity and competence will be more difficult.
Particularly for personal licences, there will rarely be clear contra-indications. On the
other hand, where applications for operating licences are involved, apparent contra-
indications such as being associated with a failed business are not necessarily signs
of incompetence. However, being associated with a string of failed businesses, or
leaving bad debts behind, is likely to count towards an unfavourable assessment.
Where doubt exists about the technical competence of an applicant for a personal
functional licence, we will invite applicants to attend an interview with an expert to
establish their level of knowledge and skill.

1.3.7 As far as criminality is concerned, the Commission is empowered to reject
any personal licence applicant who has been convicted of an offence listed in
Schedule 7 to the Act and any operating licence applicant whose key personnel have
such convictions. However, in practice we will adopt a flexible and proportionate
approach. We will consider the seriousness of the crime, its relevance to the current
work and how long ago the crime was committed when deciding whether or not an
application should be rejected on criminal records grounds. Each application will be
judged on its own merits.

1.3.8 As far as financial circumstances are concerned, we will be consulting in
greater detail shortly. There is no single financial indicator that will show that a
company has the appropriate financial arrangements in place. This is particularly true
of new companies. For existing companies there are a range of indicators that are
available. However they focus on past performance in the main and so are less
relevant for future plans. Existing companies may also show contra-indications for
which there is an acceptable explanation: for example, high levels of debt which have
resulted from the purchase of another company rather than any financial problems.
So again where the indicators do show possible problems we may be asking for an
explanation from the applicants’ directors before finalising our assessment. In
addition we will refer to our own financial experts for their assessment.

1.3.9 All applicants for operating licences should have given careful thought to how
they plan to address the licensing objectives. We will judge the replies on the basis of
their effectiveness in addressing the objectives and track record where relevant and
we will be mindful of the regulatory burden for different types of operator. So for
example a small scale operator might only be able to describe in very simple terms
how he or she deals with the issues. The specific risks will vary according to the
business sector and the operator’s circumstances and their answers to the questions
will reflect that. 

6 | Licensing, compliance and enforcement Gambling Commission



1.3.10 We are aware that the information asked for is complex and can cover quite a
long time span. Sometimes honest errors are made and we plan to deal with this by a
process of iteration: when inconsistencies are uncovered the applicant will be
contacted for more details or an explanation.

1.3.11 Some of the information requested will be technical in nature, and it will be
necessary for us to use experts to help us assess the information. For example we
may need to call upon financial experts to help us assess financing, legal experts to
look at the set up of a company and technical experts to help us assess issues around
software development. 

1.4 Changes of corporate control

1.4.1 Section 102 of the Act provides for cases where there is a change in the
corporate control of a company operator – for example a change of ownership. In
effect, if the new controller wishes to continue holding the operating licence, the
Commission must consider whether it would have granted the licence to the company
had the new controller been a controller when the licence application was made. It
therefore has to reconsider the question of the operator’s suitability under new
control. We will do this in just the same way as we would for a first-time licence
application, looking at all five of the areas for assessment described above. It will be
a condition of the licence that the Commission should be made aware of any such
changes.

1.5 Delegations for licensing decisions and the appeals process

1.5.1 The Gambling Act 2005 gives the Commission itself the responsibility for all
licensing decisions.4 The Commission has decided, on the grounds of efficiency, to
delegate the decisions on a day-to-day basis to the Director of Licensing and
Compliance. 

1.5.2 We plan to create internal regulatory panels, normally chaired either by the
Chairman of the Commission or the Chief Executive and with Commissioners and
officials as members. 

1.5.3 These panels will have the right to call in any licence application that they
wish to review. Whether or not a regulatory panel calls in an application will be based
on risk assessment. It is likely that controversial applications (for example, for casino
operating licences) and applications relating to previously unregulated forms of
gambling (ie remote gambling) will go to a panel.

1.5.4 It will also be a panel that considers any requests for internal review of
licensing decisions which have been taken by officials. Requests for reviews will
normally be made in writing and should outline the reason why the applicant feels
the decision is wrong and any supplementary information relevant to the decision.

1.5.5 The right of appeal against a panel’s decisions will be the Gambling Appeals
Tribunal (GAT). The Department for Constitutional Affairs will be consulting on the
arrangements for the GAT in the summer.

1.5.6 Regulatory panels will also have a role in compliance and enforcement
decisions as outlined in Parts 2 and 3 of this document.

Q.2 Do you agree that the overall approach set out in Section 1.3 is
appropriate and proportionate?

Gambling Commission Part 1: Licensing | 7
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1.5.7 In order to ensure that the decisions taken on their behalf are soundly based
and meet the required standard, the Commission will also examine a percentage of
the licensing decisions taken by its officials for quality assurance.

1.6 Issuing licences

1.6.1 Once an application has been approved the Commission’s standard practice
will be to issue the licence electronically. The licence will have appended to it all the
relevant licence conditions. In addition, personal licences will include a photograph of
the licence holder. 

1.6.2 Applicants who are unable to access their licence electronically, or who prefer
to have a paper copy sent to them, will be able to request this. However, because of
the cost involved, the Commission will make an additional charge for paper copies of
a licence.

1.6.3 Licence holders will be required to print a copy of their licence in case it is
necessary to show it as evidence of their status to third parties. They will be shown
how to access their entry in the public register of licence holders and also the
arrangements for keeping the licence documentation up to date. Again we expect to
use electronic means for receipt of licence variations and amendments. Where
licences have been revoked, lapsed or surrendered we will require return of all the
documentation including paper copies and electronic files.

1.6.4 We will place the onus for keeping licensing information up to date on licence
holders. Some changes to the licence may incur a fee, over and above the annual
maintenance fee, depending on the volume of work involved in making those
changes. DCMS will be consulting over the fees structure and level in due course.

1.6.5 Where it has been decided to turn down an application the applicant will be
informed in writing of the decision and the reason for it. The process of asking for an
internal review of the decision by a regulatory panel is outlined above.

1.7 Maintenance arrangements for personal licenses

1.7.1 The Commission has decided that it will conduct a maintenance exercise on
each personal licence at least every five years. This process is intended to ensure that
the standard of the existing cohort of licensees remains as high as that for
newcomers.

1.7.2 The Commission will contact each licence holder every five years, if we have
not heard from them within that period, and seek their permission to carry out
checks on their financial circumstances and on their criminal record. We will also
request confirmation of their personal details. If they contact us within the five year
period to tell us about a change to their circumstances we may ask if we can do a
maintenance check at that point. 

Q.5 Do you agree that a maintenance exercise for personal licence
holders is appropriate?

Q.4 Do you agree that it should be the Commission’s standard practice
to issue licences in electronic form? If not, why not?

Q3 Do you feel that the arrangements for decision making set out in
section 1.4 are appropriate and proportionate and give adequate
assurance to applicants?
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Part 2: Compliance

2.1 The Commission’s approach

2.1.1 In the Commission’s view, there is a clear distinction between compliance and
enforcement. Enforcement is the regulatory or criminal investigation process which
may result in either the imposition of a regulatory sanction or the laying of criminal
charges (see Part III below). The compliance process involves gambling operators,
individuals working in the industry at all levels – but particularly those who hold
personal licences – and the Commission. It is aimed at ensuring compliance with all
aspects of regulation (the licensing objectives, licence conditions and codes of
practice). 

2.1.2 This must be primarily a collaborative process, and the effectiveness of the
regulatory regime for the gambling industry will depend on the establishment and
maintenance of an open, cooperative and effective relationship between operators,
individuals and the Gambling Commission.

2.1.3 The Commission’s compliance regime will cover all sectors of the industry and
will be applied fairly and consistently across those sectors. There will be some
necessary sectoral variations, but the Commission takes the view that all operators
must, without exception, implement their internal compliance processes to ensure
compliance with both the letter and spirit of all regulation under the Gambling Act
2005. The Commission is clear that common standards should be established across
the whole industry.

2.1.4 Operators who take a narrow approach and view compliance only in terms of
their licensing conditions whilst disregarding the codes of practice and the
requirements of the wider licensing objectives risk intervention by the Commission.
Equally, licensed operators and individuals who are uncooperative or less than open
with the Commission or its staff can expect much higher levels of regulatory
intervention and where necessary enforcement action. 

2.1.5 Our compliance processes will follow a risk-based approach in which we
concentrate our resources on those areas and on those operators who pose the
greatest risk to the licensing objectives. These processes will be underpinned by a
comprehensive risk assessment process and by our intelligence function which will
operate a form of the National Intelligence Model modified for the Commission’s
purposes,5 thus ensuring a close interface with the law enforcement community and
other regulators.

2.1.6 The Commission’s starting point is that the primary responsibility for
compliance by any organisation with regulation lies with that organisation’s senior
management and not the regulator. It is the regulator’s role to ensure that senior
management have adequate systems and controls in place to ensure that their
business does not pose a regulatory risk, that they are aware of their responsibilities
and are carrying them out effectively. The incentive for operators is that better
compliance will result in less regulatory intervention.

5 The National Intelligence Model is that operated by the UK’s law enforcement and intelligence
agencies.



2.1.7 Under section 22 of the Act the Commission is under an obligation to permit
gambling so far as it is reasonably consistent with the licensing objectives. Therefore,
compliance visits will concentrate primarily on understanding the nature of the
operator’s business and the systems and controls they have in place to minimise risks
to the licensing objectives/conditions (including a review of policies and procedures
and their effective implementation). 

2.1.8 The Commission is committed to minimising regulatory burdens to the extent
consistent with achieving its statutory objectives and will neither discriminate against
new entrants to the market nor discourage innovation. However, gambling brings
with it particular special risks and responsibilities on the part of operators to ensure
that their arrangements pay full regard to the licensing objectives.

2.1.9 We will expect operators who are developing business processes or bringing
new or enhanced gambling products to market to carry out a credible and balanced
risk assessment of the impact that such developments will have on the licensing
objectives.

The Commission’s changing role

2.1.10 The Commission has considerable experience of regulating certain sectors of
the industry (casinos, bingo, machines and lotteries), but there are new sectors which
have not been regulated by the Commission or its predecessor the Gaming Board for
Great Britain (remote operators, betting, betting exchanges, adult gaming centres and
certain family entertainment centres).

2.1.11 In addition, and for the first time, the Commission will issue operating
licences which relate to the operation as a whole and not to particular premises. This
refocuses the Commission’s attention on to operators, as opposed to individual
gambling premises. It allows the Commission to take a comprehensive view of
gambling operators and the way in which they structure their businesses, in terms of
both commercial activity and management systems and controls, to ensure
compliance with the three licensing objectives and their other obligations under
the Act.

2.1.12 That said, premises visits will remain a key element of the compliance
programme to ensure that operators are effectively implementing effective systems
and controls at the consumer facing end of their businesses, including in particular
their social responsibility policies. 

2.1.13 The Commission’s work has been extended not only in terms of sectors but
also in terms of the third licensing objective: to protect children and other vulnerable
people. Much of the compliance activity in the Commission’s first two years will be
focussed on analysing relevant processes and information; assessing the risks that
individual operators and particular sectors pose to the licensing objectives; and
ensuring that operators clearly understand the new requirements placed on them and
(for example in relation to social responsibility) what constitutes an acceptable
regulatory standard and any remedial measures necessary to reach that standard.
Over time, the risk assessment process will inevitably become more sophisticated and
the compliance programme more targeted. 

2.2 Risk assessment

2.2.1 The Commission will define risk in terms of the risks posed to licensing
objectives by operators and individuals. An initial evaluation of risk will take place
during the licensing process to ensure that applicants are suitable to hold a licence

Q.6 Do you think it is appropriate for the Commission’s compliance
regime to be based on the assumption that senior managers should
have the primary responsibility for regulatory compliance?
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and understand their responsibilities. However, a more complete risk assessment will
need to be made by carrying out compliance visits to operators, to observe the
business strategy and organisational behaviour of the operator.

2.2.2 From then on risk assessment will be a continuous and cyclical process, and
the Commission will seek evidence from operators that they are consistently working
to reduce the risks to the licensing objectives.

2.2.3 We accept that we will never be able to ’regulate away’ all risk to the
objectives. Our realistic goal will be to minimise the risk rather than to eradicate it.
The Commission will assure itself through the medium of compliance visits and the
operation of the risk assessment process that operators, and more particularly the
senior management, are focussed on minimising risks to the licensing objectives.
Where unacceptable risks are identified, operators will be required to take prompt
remedial action. Commission staff will follow up to ensure that the required remedial
action has been taken. If it has not, regulatory sanctions may result.

2.2.4 The Commission will consider risk in terms of both impact and probability.
Work has already been undertaken to identify the key risks to the licensing objectives
and an enhanced risk model is currently being developed by the Commission to take
account of these risks on an industry, sector and firm-specific basis. It will also take
account of risks posed by the wider commercial environment and emerging risks
identified from ongoing intelligence work. The outcome of this work will be published
in due course. The Commission will want to work very closely with the industry in
the run-up to the start of the new regulatory system and thereafter to develop a
useful and effective risk assessment model understood and accepted by Commission
and operators alike.

2.2.5 This process will identify those risks or weaknesses that need to be
immediately addressed by an operator to reach required regulatory standards. The
overall risk assessment will be shared with operators who will, where necessary,
agree remedial action with the Commission. The outcomes of the risk assessment
process will be a matter between the Commission, the operator and any relevant
licensing authority and will remain confidential.

2.2.6 We will also be developing processes which will enable us to assess at
premises level the effectiveness of an operator’s systems and controls and the level of
compliance with its own procedures. 

2.2.7 Where possible, we will work with other regulators and law enforcement
agencies to ensure that regulatory intervention is coordinated and structured in such
a way as to ensure reduction of regulatory burdens and to maximise regulatory
effectiveness. For example HM Revenue & Customs is responsible for the collection of
various gambling taxes and we plan to work closely with HMRC. One of the factors
that will inform the risk assessment process is the nature of an operator’s relationship
with other regulators, government departments and law enforcement agencies. 

2.3 Key elements of the compliance process

2.3.1 Our compliance process will concentrate on the effectiveness of an operator’s
ability to self regulate and will have four strands:

� carrying out functions to identify and assess risk;

� tracking issues to ensure that risk is managed within acceptable boundaries;

� taking action to prevent the crystallisation of certain key risks; and

Q.7 Do you agree with the Commission’s approach to developing its
risk-based compliance arrangements? If not what changes would you
suggest?
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� ensuring that operators take the appropriate remedial action when risks have
crystallised or breaches of the Act have occurred.

2.3.2 The Commission will carry out a variety of activity to enable it to identify,
assess and track risk, including, but not restricted to:

� carrying out desk-based reviews;

� carrying out on site visits to the operator’s principal place of business;

� holding meetings with senior managers and other staff;

� carrying out on-site visits to the operator’s premises on an announced or
unannounced, risk-based or random6 basis to check that systems and controls
set at head office are effectively implemented and that regulatory standards are
maintained where gambling actually takes place;

� reviewing financial and non financial regulatory returns;

� carrying out thematic visits;

� undertaking focussed visits to examine specific aspects of an operator’s
business; and

� exchanging relevant information with other law enforcement bodies and
regulators.

2.3.3 Once risks to the licensing objectives have been identified (either by
Commission staff or operators) the Commission may take the following action:

� working with operators to ensure remedial or preventive action is taken;

� giving specific guidance to an operator; or

� varying or imposing additional licensing conditions on an operator. 

2.3.4 Where it is clear that operators could have foreseen or predicted a failure of
systems and controls leading to a breach of the Act, then immediate enforcement
action may ensue. 

2.3.5 In addition, the Commission will employ proactive methods to ensure
compliance with the Act. For example, compliance staff may carry out test purchasing
exercises.

2.3.6 The Commission may also use the services of children and young persons to
test the systems and controls utilised by operators to ensure that that they have
taken appropriate steps to protect children and young persons from being involved in
gambling either as a participant or employee. Such activity would only be carried out
where authorised by the Commission’s senior management and subject to the
requirements of the Regulation of Investigatory Powers Act 2000. 

2.4 Working with the industry

‘Very large or complex’ and ‘large’ operators7

2.4.1 A feature of all sectors of the gambling industry is the presence of large
corporate operators some of which are complex, with interests in two or more sectors
of the industry.

2.4.2 The market coverage provided by large operators makes it an imperative that
as well as taking an operator-based approach, dedicated resource should be allocated
to the supervision of large operators. This is the most effective solution for the
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Commission in terms of cost and delivery of the licensing objectives and there are
significant advantages for business in this approach.

2.4.3 At the present time the Commission does not operate a formal compliance
single point of contact system for large operators, who deal sometimes on a regional
and sometimes on a single premises basis with different Commission employees. This
neither assists the operator nor the Commission to achieve the required levels of
consistency of approach. Feedback from operators suggests that they prefer to deal
with a member of the Commission’s staff who understands their business in the
round and particularly the context in which they wish to innovate. Operators value
contact with such an individual who has sufficient knowledge and executive authority
to discuss commercial proposals with senior management and either accept or reject
them. Where the Commission has established single points of contact, material
benefits have been seen on both sides.

2.4.4 For large operators the Commission proposes to appoint a number of
National Compliance Managers (NCMs)8 who will be responsible for holding the
principal relationship with those operators. NCMs will be responsible for a stable of
large operators within the same sector of the industry and will therefore not just
develop a good working relationship with the operators themselves, but also a
developed knowledge of that particular sector. The Commission’s Head of Compliance
will be responsible for the very large or complex operators and will draw on the
knowledge and experience of the relevant NCMs. 

2.4.5 Most of the large operators have multi-site operations with national coverage
and whilst the NCMs will hold the principal relationship with those operators and key
members of senior management, they will be assisted by home-based regional
Compliance Managers in carrying out visits to premises to ensure that the operator’s
policies, procedures, systems and controls are being effectively implemented and
maintained across all layers of the business. Findings on these visits will be routed
back through the NCM who will discuss any matters arising and any remedial action
required with senior management. As stated above, some of these visits will be as
part of a risk-based compliance programme and may or may not be notified in
advance to the operator; some will be random, again either announced or
unannounced, to ensure that regulatory standards are maintained at all times. 

2.4.6 An operator who has a multi-site business in more than one sector of the
industry may have to use different arrangements for compliance with the licensing
objectives in each sector, to meet the unique risks posed by each element of its
business within the overall business plan 

‘Standard’ operators

2.4.7 In most of the sectors of the industry there are a large number of regionally-
based operators with multi-site operations (Standard Operators). 

2.4.8 The Commission also intends to appoint Regional Compliance Managers
(RCMs) who as well as being responsible for a number of home-based Compliance
Managers will also hold the principal relationship with standard operators and be the
single point of contact with those operators.

2.4.9 The RCM will build an understanding of the operator’s business model and
with the assistance of other Compliance Managers will undertake a risk-based
compliance programme which encompasses a number of that operator’s premises.
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‘Small’ operators

2.4.10 Each sector of the industry has a large number of small operators, ie
operators with a single site or a limited number of sites. The Commission recognises
that small operators often face proportionately the greatest regulatory burden and
work is already underway to consider how best to minimise this burden. For example,
the Commission is looking at the best way to deliver advice to such businesses by
means of regular communications through its website and other media.

2.4.11 Initially the Commission is committed to ensuring that as part of its risk
assessment programme each small operator will be visited by a Compliance Manager
who will provide advice to the operator, identify key risk areas requiring remedial
action and give clear advice about the maintenance of regulatory standards.
Operators can also expect either announced or unannounced return visits to ensure
that any remedial action required has been carried out and that regulatory standards
are being maintained. 

2.4.12 Outside this programme, small operators will be expected to seek advice and
assistance from the Commission via its Enquiry Centre which will route the enquiry to
the appropriate person within the Commission to respond.

2.5 Information requirements

2.5.1 The Commission will need certain information from operators both for
compliance purposes and to enable it to fulfil its obligation to provide advice about
gambling and the gambling industry to the Secretary of State.9

2.5.2 Although the Act gives the Commission the power formally to require
operators to provide such information,10 we envisage that in most cases, operators
will cooperate voluntarily with requests made by compliance staff to provide
documents and information. It is an offence under the Act to provide false or
misleading information to the Commission and anyone who fails to provide
information or provides information of a misleading nature risks prosecution.

2.5.3 The Commission believes that operators should not have to give unnecessary
information or give relevant information more than once. However, we will need to
collect relevant data from operators for analysis either by way of periodic regulatory
returns, compliance visits or through thematic activity. 

2.5.4 We recognise that in achieving our aims there has to be wider dialogue with
the industry (through trade and other representative bodies) and that we must work
with the industry and other regulators to develop and refine our compliance and risk
assessment process to minimise the regulatory burden. However, we will need to
balance this against our responsibilities in respect of the licensing objectives and our
obligations to the Secretary of State.

2.5.5 It is essential for the compliance process that the Commission should
understand the businesses we regulate. Requests for information will therefore not be
narrowly restricted to gambling records but will extend to other relevant business
records and particularly those relating to: corporate or management governance,
management systems and controls, internal processes and procedures, training and
competence of management and staff and any other document or information which
may have relevance to the licensing objectives.

2.5.6 Senior management will be expected to share with the Commission a greater
range of business documents and information than they have in the past so that the
Commission and its staff can properly understand their operations and the risks they
may pose to the licensing objectives, together with the operator’s propensity to
comply with the licensing conditions and codes of practice. 
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2.5.7 The Commission expects wide access to an operator’s business records, but
recognises the legitimate concerns of the industry about the commercial sensitivity of
some of the information provided to the Commission. We will put in place appropriate
systems and controls to ensure that the integrity of commercially sensitive material is
maintained.

2.5.8 There are formal information gateways within the Act with a variety of other
law enforcement and regulatory bodies, but section 352 of the Act makes it clear that
nothing in the Act authorises a disclosure which contravenes the Data Protection Act
1998. 

Recording breaches, complaints and other regulatory issues

2.5.9 Operators have an obligation to be open and honest with the Commission
and to notify us of any event of which it might reasonably expect notice.11 In the
majority of cases, it is the operator who will be the first to detect a regulatory breach
or “near miss” and the operator who will take action to remedy and/or report the
breach.

2.5.10 The Commission will be publishing a non-exhaustive list of those regulatory
issues about which it will require immediate notice (for example, staff discipline).
However, it will expect operators to maintain a register of all regulatory issues
occurring in connection with that operator’s business and for that register to be
available for inspection at all times. For multi-site operations, a register should be
held at each premises and a consolidated register at the principal place of business.
The register will contain details of what action has been taken by management to
remedy an issue.

2.5.11 The Commission intends to use its powers under section 75 of the Act to
impose a licensing condition or series of licensing conditions on all operators to
ensure that they maintain a regulatory register which should be available for
inspection on demand. The breaches/near misses to be recorded will include all
incidences of crime/disorder connected with the premises, any incident involving
children or vulnerable persons on gambling premises, and any complaint of unfair
treatment by a customer. This register should capture all relevant events and
operators will not be expected to be selective about the incidents they record.

2.5.12 We propose to apply additional licensing conditions to all operators to achieve
this result. An example of such a condition is set out below.
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Licensing condition

All gambling operators
➨ Operators must maintain a register at all of their premises

containing details of

● all customer and third party complaints (whether or not
considered justified) and all incidents resulting in breaches of
the Act, the licensing objectives or the codes of practice;

● the action an operator has taken to deal with the complaint or
remedy/alleviate the breach; and

● those “near misses” ie breaches which have been prevented by
action taken by the operator.

Where the premises is one of a number in the control of an operator,
then a central register should be established at the operator’s
principal place of business.



Regulatory returns

2.5.13 Section 88 of the Act gives the Commission the power to impose a licence
condition regarding the provision of information by operators. We have already
indicated in our consultation document on Licence Conditions and Codes of Practice
that operators will be expected to submit details of their complaints figures on a
quarterly basis. 

2.5.14 We will require some baseline information at the point an operator, having
obtained a licence, commences trading and this will be the first of the regulatory
returns from the operator. 

2.5.15 As far as possible, we will design our information requirements so that they
can be met by operators providing information of the type they already capture as
part of their own management information. An example in the case of betting
businesses might be the takings per fixed odds betting terminal (FOBT) or, in a
machine environment, information might be required on the number and type of
machines and the total take and payout percentage of a gaming machine over a given
period. We may also wish to capture information about customer spending habits.

2.5.16 The Commission’s thinking on types of information to be required has still to
be refined. However, we envisage operators being required to submit regulatory
returns in connection with their business on a periodic basis (perhaps annually or half
yearly).

2.5.17 Where we have identified a particular risk that needs to be monitored closely,
the requests for returns are likely to be more frequent.

2.5.18 At the outset the Commission will need to establish baseline information for
each sector and where possible each operator and sector of the industry, and once
this baseline is established then it is hoped that a system of exception reporting can
be developed.

2.5.19 As stated in our consultation document on licence conditions, the
Commission has instructed KPMG to carry out work in relation to how the
Commission assesses the financial robustness of operators. We will consult further on
this detail shortly. The Commission is considering imposing minimum levels of capital
adequacy for operators in all sectors and issuing guidelines to operators on the
maintenance of adequate financial resources and on the safeguarding of customers’
funds deposited with them.

2.5.20 The Commission is also considering imposing a requirement on all operators
to provide financial information by way of periodic return (either annually or six
monthly). This information would be used by the Commission for the purposes of
baseline monitoring of capital adequacy and other financial measures. It should be
clear that the Commission in carrying out this function will not be guaranteeing either
the financial soundness of operators or protection for consumers.

2.5.21 In terms of financial monitoring, the Commission will also require notice of
certain material events which it considers to be indicators (but not evidence) of
financial risk. Such events are likely to include, but not be restricted to: the reporting
of losses, any qualification in an auditor’s opinion, major changes in the business
(disposals or acquisitions), a significant reduction in employee numbers or
management/staff remuneration, breaches of banking covenants or the withdrawal of
financial support and any delays in the submission of annual accounts.

2.5.22 Public and private limited companies will be expected to submit a copy of
their annual accounts to the Commission.
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Thematic visits

2.5.23 From time to time the Commission will carry out ‘thematic’ visits to operators
to gather information or provide assurance on particular gambling-related issues, for
example on the effectiveness of controls over underage access to premises. These
thematic visits may be carried out under the Commission’s general power to ensure
compliance with the Act or under the Commission’s regulatory review powers under
section 116 (1) of the Act.

2.6 Access to premises by Commission staff

2.6.1 The Commission may designate employees of the Commission and other
persons as “enforcement officers” for the purposes of the Act. Commission staff
carrying out compliance functions including risk assessment and miscellaneous visits
will be designated as enforcement officers and will possess the full range of
inspection powers granted under the Act.

2.6.2 Commission staff have the power both to enter premises where gambling is
taking place, and to enter headquarters offices, customer call centres and premises
where information is retained. We will make every effort to use these power
proportionately, but we consider it necessary that on occasions designated
Commission staff will require full access to all locations upon which business is being
conducted.

2.6.3 Operators will be expected to grant access to their premises to designated
Commission staff provided that entry is required at a reasonable time and for a
reasonable purpose. 

2.6.4 In addition, designated Commission staff will have the power to enter any
commercial premises to discover whether or not gambling is taking place (section
307) and to enter premises if they suspect a offence under the Act is being or is
about to be committed (section 306). 

Miscellaneous visits

2.6.5 Designated staff will on occasions be required to make miscellaneous visits to
an operator’s premises to deal with a variety of issues. Such issues will include
responding to an operator’s request to attend in connection with breaches or offences
detected by the operator’s own compliance staff, dealing with issues arising from
complaints from third parties or fact-finding visits in relation to a range of issues. 

Random and unannounced visits

2.6.6 We expect that many visits by our staff will be by way of formal appointment.
However, in order to carry out our compliance and risk assessment functions
effectively and to ensure that regulatory standards are maintained at all times, a
proportion of visits to operators and their premises will be made on a random basis
and some will be unannounced.

Q.8 In the light of the Commission’s need for compliance information,
do you agree that the Commission should impose information
requirements on operators via licensing conditions?
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Part 3: Enforcement,
including financial penalties

3.1 The Commission’s approach

3.1.1 Enforcement can be defined as the regulatory or criminal investigation
process which may result in either the imposition of a regulatory sanction or the
laying of criminal charges. Policy on enforcement also covers the administrative and
legal decision making processes to be operated by the Commission where the initial
recommendation is that it is appropriate for a regulatory sanction to be imposed or
for criminal charges to be laid.

3.1.2 This section on enforcement should be read in conjunction with Part 2, the
Commission’s policy on compliance, which makes clear the wider approach the
Commission will take in respect of licensed operators and individuals to ensure
compliance with the licensing objectives, the codes and specific licensing conditions. 

3.1.3 Section 121 of the Gambling Act 2005 requires the Gambling Commission to
consult on and publish a statement on the principles it will apply in exercising its
power to impose a financial penalty. 

3.1.4 The imposition of a financial penalty is one of several outcomes that could
follow a review of an operating or personal licence. This document deals with the full
range of regulatory sanctions, including: warnings, suspension, revocation, financial
penalties, and the addition, removal or amendment of conditions. In general the same
principles will apply to the consideration of all regulatory sanctions.

3.1.5 The Commission takes the view that as well as fulfilling its statutory
obligations under section 121 to consult on financial penalties, it should consult on
all aspects of its enforcement policy. 

3.1.6 Enforcement is an essential tool in the armoury of any regulator and where
appropriate the Commission will not hesitate to undertake either regulatory or
criminal enforcement action. 

3.1.7 There is however a clear distinction between those who conduct gambling
operations under licence and those who seek to profit from providing facilities for
gambling on an illegal basis. The Commission views the prevention of illegal
gambling as an enforcement priority. Combating illegal gambling is of course also of
benefit to the licensed community as the provision of illegal unregulated gambling
has a reputational impact on the industry as a whole. Those engaged in illegal
gambling should expect to be subject to the criminal investigation and prosecution
process. 

3.1.8 However in the case of the licensed industry there are a range of compliance
and regulatory tools to help the Commission ensure that the licensed community
remain compliant. In the main, the effectiveness of the regulatory regime for the
licensed gambling industry will depend on the establishment and maintenance of an
open, cooperative and effective relationship between operators, individuals working
within the industry at all levels and the Gambling Commission. However, in
appropriate circumstances, enforcement is a highly effective method of ensuring
regulatory compliance and deterring regulatory breaches.



3.1.9 Therefore in addition to taking action in respect of illegal gambling, the
Commission will also undertake enforcement cases against those licensed operators
and individuals who fall below the required regulatory standard or who fail to take
effective remedial action to correct regulatory failings. In serious cases this will mean
regulatory or criminal proceedings that may ultimately result in loss of the licence
and therefore expulsion from the industry. 

3.1.10 It is an offence under the Act to provide false or misleading information to
the Commission or a licensing authority. While we expect that licensed operators and
individuals will not only avoid false and misleading statements but will act in an
honest and open fashion in their dealings with the Commission, we will not hesitate
to prosecute licensees who knowingly mislead or provide false information to the
Commission or its staff. 

3.1.11 The Commission’s resources need to be deployed in the most effective and
efficient manner and in the areas that pose the greatest risk to the licensing
objectives. The enforcement function will therefore operate on an intelligence-led
basis and take referrals for subsequent investigation from the Commission’s own
intelligence function which will operate a form of the National Intelligence Model
adapted for its own needs. The Commission’s enforcement priorities will be made
publicly available. Priorities will alter to meet changes in the assessment of risks and
the Commission will allocate enforcement resources to the areas of greatest risk. The
intelligence unit will be the conduit through which all information supplied by the
Commission’s own staff, licensing authorities and other law enforcement and
regulatory bodies will be filtered, and enforcement priorities will be informed by
strategic and tactical assessments.

3.1.12 The Commission’s enforcement powers will be focussed on the pursuit of the
licensing objectives and will be exercised proportionately, consistently, transparently
and in accordance with its publicly stated policies. Decisions on whether or not
enforcement action should be taken in a particular case will turn on our assessment
of the impact on the licensing objectives.

3.1.13 Breach of a provision of the Act or of a licensing condition does not in itself
mean that enforcement action will be taken. In certain cases, particularly where open
and cooperative relationships exist between the Commission and the relevant
operators and individuals in the framework of our risk-based compliance programme,
the Commission may determine that even where a breach has occurred it will not be
necessary to take formal enforcement action.

3.1.14 In such cases the Commission would expect an operator or individual to take
immediate and effective remedial action agreed with or determined by Commission
staff. If an operator or individual does not take the necessary action then this is likely
to trigger enforcement action.

3.1.15 Conversely, the Commission will not hesitate to invoke immediate
enforcement action if it is clear that the operator or individual has committed a
fundamental breach in bad faith or that the breach was foreseeable and could have
been prevented by a proactive compliance stance and adequate management systems
and controls.

3.1.16 Similarly, an operator or individual who commits low level but persistent
breaches is likely to attract enforcement action.

3.1.17 The Commission take very seriously its obligations to protect children from
being harmed or exploited by gambling and will not hesitate to take immediate
enforcement action against any person who commits offences under section 46
(invitation to gamble) and section 47 (invitation to enter premises) where children are
concerned. 
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3.2 The enforcement framework

3.2.1 A legislative framework is established by the Act which gives powers to the
Commission to conduct regulatory reviews, seek information from licensed operators
and individuals and to impose the range of regulatory sanctions described above.

3.2.2 In addition, a person commits an offence if he or she provides facilities for
gambling without a valid operating licence (section 33). This is the offence most
likely to be used in connection with the Commission’s efforts to combat illegal
gambling. An operator who has been granted an operating licence but fails to operate
that licence in accordance with its terms and conditions also commits a criminal
offence.

3.2.3 Under section 28 of the Act, the Commission will not only be empowered to
investigate a new range of criminal offences created by the Act, but is also
designated as a prosecution agency in respect of Gambling Act offences committed in
England and Wales. In Scotland, the Commission will become a specialist reporting
agency of the Crown Office Procurator Fiscal Service (COPFS).

3.2.4 Under section 24 of the Act the Commission is obliged to issue codes of
practice about the manner in which facilities for gambling are provided; this includes
issuing social responsibility code provisions. Section 82 of the Act imposes a
compulsory condition on the holder of an operating licence to comply with any social
responsibility code provision issued under section 24(2). A failure to comply with a
Commission code of practice provision on social responsibility will be equivalent to a
direct breach of a licence condition. An operator or person employed to provide a
specific operational function who fails to comply with the social responsibility
provisions of codes will be liable to the imposition of the full range of regulatory
sanctions or criminal prosecution. 

3.2.5 The Commission’s enforcement function will be responsible for investigating
incidences of cheating at gambling (section 42) where appropriate and may take
referrals from other law enforcement or regulatory bodies in this area. However, it is
important that operators take all reasonable steps to ensure that they have in place
adequate systems and controls to deter cheating. Any investigation is likely to focus
not only on the cheating itself but also on the associated systems and controls
employed by an operator to detect and prevent such incidents. Sporting bodies also
have a major role to play in action against cheating.

3.2.6 Part 15 of the Act deals with the Commission’s inspection powers, which are
to be exercised by designated enforcement officers. All those engaged in routine
compliance duties (ie, inspecting operations, monitoring activities and gathering
information as part of the Commission’s risk-based compliance model) will be
designated as enforcement officers, in addition to those more exclusively focussed on
investigatory activities.

3.2.7 Nevertheless, in the Commission’s view, there is a clear distinction between
the compliance and enforcement functions, with enforcement being classified in the
narrow sense as the regulatory or criminal investigative/review process and the
related penalty regime. Except where it would prejudice the investigation, the
Commission will notify licence holders when they are the subject of formal
enforcement action which could result in either a regulatory sanction or a criminal
prosecution.

3.2.8 The Commission will have a central dedicated enforcement unit, but this will
be supported by regionally-based compliance managers who will also be designated
as and have the powers of “enforcement officers”. All of these staff will operate under
the policies set out in this document and be accountable to the Commission through
the Director of Monitoring and Enforcement, to the Director of Operations, the Chief
Executive and the Commission. 
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3.2.9 Licensing authorities who will grant premises licences and permits have their
own enforcement and prosecution powers under the Act and the Commission will
shortly be consulting on the guidance it will issue to licensing authorities on
compliance and enforcement in accordance with section 25 of the Act. 

3.2.10 The enforcement powers of the Commission will be subject to review and
challenge in both the criminal courts and the Gambling Appeals Tribunal (GAT). The
powers will also be subject to scrutiny by the Interception, Surveillance and
Information Commissioners. 

Investigation methods

3.2.11 As well as using standard non-covert methods of investigation, the
Commission will where appropriate utilise covert (but not intrusive) methods of
surveillance including test purchasing and directed surveillance.13 These methods may
be used when establishing evidence both of regulatory breaches and of criminal
offences. It will conduct such investigations in accordance with the provisions of the
Regulation of Investigatory Powers Act 2000. This will involve the Commission’s
officers seeking authorisation from a senior member of the Commission’s executive to
conduct covert surveillance and test purchases. Such authority will only be granted if
the activity is considered to be necessary and proportionate. 

The powers of designated enforcement officers

3.2.12 As noted above the Commission’s powers under part 15 of the Act
(“Inspection”) can only be exercised by designated enforcement officers. All
operational staff will be designated as enforcement officers and will be able to
exercise the full range of part 15 powers subject to the Commission’s own internal
management policies. 

3.2.13 Some or all part 15 powers can also be exercised by police officers,
authorised persons and local authority authorised persons. The full range of powers
and by whom they can be exercised is set out in Appendix 1. 

3.2.14 Where it is considered necessary, enforcement officers, constables or
authorised persons will be entitled to use force to exercise powers of entry to
premises to investigate offences (section 306) or to discover whether facilities for
gambling are being provided (section 307). 

3.2.15 The Commission is not only able to designate its own staff as enforcement
officers, but it may also appoint other persons as enforcement officers, eg appointing
forensic accountants or other specialists to assist with a particular investigation or
review.

3.2.16 Powers exercised under or by virtue of part 15 of the Act must be exercised
at a reasonable time and an enforcement officer, authorised person or authorised
local authority officer seeking to exercise powers under part 15 must produce
evidence of their identity and authority to the occupier or person responsible for the
premises. 

3.2.17 A person who without reasonable excuse obstructs or fails to cooperate with
a constable, designated enforcement officer, authorised person or authorised local
authority officer exercising or seeking to exercise a power under part 15 will be
guilty of a criminal offence.

3.2.18 The powers contained in part 15 cover a range of regulatory activity including
the inspection of gambling, compliance visits, the right to enter premises in
connection with the investigation of ongoing offences through to the obtaining of a
search warrant to search for evidence of the commission of offences under the Act. 

Gambling Commission Part 3: Enforcement, including financial penalties | 21

13 Directed surveillance is covert surveillance which does not extend to intrustion into a dwelling but
could include covert surveillance in or outside a commercial premises and the use of directed CCTV.



3.2.19 In the case of operating licence holders, a constable or enforcement officer
may enter premises which are wholly or partly used for purposes connected with
licensed activities to determine whether licensed activities are being carried on in
accordance with the terms and conditions of the operating licence. This means not
just premises where gambling is taken place, but also headquarters premises or
customer call centres. 

3.3 The criminal regime

3.3.1 The Act creates a number of new criminal offences. A full list of these
offences can be found at Appendix 4.

Powers of arrest

3.3.2 Section 24 of the Police and Criminal Evidence Act 1984 (PACE) (as amended
by section 101 of the Serious Organised Crime and Police Act 2005) sets out the
conditions under which a constable can arrest without a warrant.

3.3.3 The Commission’s enforcement officers are not designated as constables and
normally the Commission would commence criminal proceedings by laying an
information at the Magistrates Court (see prosecution policy below). However, where
the Commission considers that the circumstances of a case satisfy one of the
conditions listed in Section 24(5) of PACE then it may make a request to the police for
a constable to carry out an arrest on behalf of the Commission. 

3.3.4 In addition, the Commission is exploring the scope for the secondment of
serving police officers to the Commission’s central enforcement unit and designating
them as enforcement officers. During their secondment they would retain the office of
constable.

3.3.5 The proposed arrangements will not prejudice the right of enforcement
officers to exercise powers of arrest under section 24(4) and (5) of PACE. Such powers
are available to all members of the public.

Interviews 

3.3.6 Enforcement officers conducting interviews to establish criminal offences
under the Act will comply with the PACE codes of practice and the Criminal Procedure
and Investigations Act where applicable. In most cases interviews with suspects will
be tape recorded in accordance with Code E of the codes of practice.

Illegal gambling

3.3.7 The general approach in the Act is that all gambling is unlawful unless it is
authorised or a specific activity falls within an exception or exemption created by the
Act.

3.3.8 Under section 33 of the Act, a person commits an offence if he or she
provides facilities for gambling unless an exception applies. The principal exception
is the holding of an operating licence granted by the Commission.

3.3.9 This approach creates a boundary between permitted and prohibited activity
which it is in the interests of all stakeholders to maintain. It is paramount that the
boundary should be clear and a key element of the Commission’s enforcement policy
will be to police the boundary; investigating and bringing before the Magistrates
Court those persons who knowingly or wilfully engage in prohibited activity and thus
prejudice the rights of both the licensed community and the general public.

3.3.10 A proportion of the Commission’s intelligence and enforcement resources will
be dedicated to identifying, investigating and prosecuting persons who provide
facilities or equipment for gambling and who deliberately avoid regulation by not
seeking a licence where one is required.
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3.3.11 In addition the Act (section 37) makes it illegal to operate premises (or cause
or permit premises to be used) in connection with specified gambling activities unless
that use is authorised by an appropriate premises licence or licensing authority
permit or where the Act specifies that no licence or permit is required.

3.3.12 Both the Commission and licensing authorities are empowered to investigate
and prosecute section 37 offences. The Commission will shortly consult on the
guidance it will give to licensing authorities on the investigation and prosecution of
these and other offences.

3.3.13 In certain cases, joint operations will be required involving local authority
licensing officers, designated Gambling Commission enforcement officers and the
police. Who takes primacy in such operations will be a matter for discussion on a
case by case basis and will be informed by local and national risk assessment
processes including regulatory impact assessments. It must be made clear to those
subject to such operations which is the lead agency on such an operation and with
which agency they should discuss any concerns.

3.3.14 Where a licensing authority considers that enforcement action is justified and
would normally take primacy but feels it does not have sufficient investigatory
powers or resources to deal with a relevant breach of the Act, it should consult the
Commission, which will advise if direct assistance can be provided or if the matter is
more appropriately handled by the local police.

3.3.15 Technical breaches of these provisions are unlikely to be dealt with by way of
prosecution by either the Commission or the licensing authorities who will also take a
risk-based approach to enforcement. Persons committing technical breaches will be
given the opportunity to agree time limited action to remediate the breach, but where
such agreement is not honoured then enforcement action may be taken for the
original breach.

Other offences

3.3.16 The Commission has the power to investigate and prosecute a wide range of
offences created by the Act. These include:

� Promoting illegal lotteries: both the Commission and licensing authorities have
the power to prosecute the full range of lottery offences which include misusing
the profits of a lottery (section 260) and misusing the profits of an exempt
lottery (section 261).

� Cheating: we expect sporting regulators to take the lead and resource
disciplinary (regulatory) enquiries, where appropriate, concerning incidents of
malpractice involving cheating by licensed persons within their own sports.
Where such incidents may involve criminal activity by either licensed sportsmen
or women or others, then a referral from the sporting regulatory body to the
Commission may be more appropriate. In such cases, the Commission may also
wish to consult the police before taking further action.

3.4 Criminal or regulatory investigation

3.4.1 As set out at para 3.2.2 above, the breach of a licence condition by an
operator renders the otherwise authorised gambling activity unlawful. A breach of a
personal licence condition also renders an individual liable to criminal prosecution
(section 139).

3.4.2 In such circumstances the Commission has a range of options available to it:
firstly, to ask the operator or individual to remedy the breach without resorting to
formal enforcement action; secondly, to undertake a regulatory review under section
116(2) of the Act and to impose a regulatory sanction (where appropriate); or, thirdly,
to deal with the breach as a criminal matter with a view to undertaking a prosecution.
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3.4.3 The Commission does not propose to limit its discretion by laying down any
guidelines regarding which route (criminal or regulatory) it would take in particular
circumstances. However, the Commission recognises that once a case has been
referred for enforcement action, it must make clear to the person being investigated
which route it proposes to take. Where the Commission takes a decision to
investigate a case using the regulatory route, it would not normally change to the
criminal route unless the regulatory review unearthed new, more serious, issues or it
was established that information provided during the investigation was false or
deliberately misleading.

3.4.4 Failing to cooperate with a either a specific regulatory review under section
116(2) or a general review under section 116 (1) is a valid reason for the Commission
to either suspend or revoke a licence (see below).

3.4.5 A person will be notified at the earliest opportunity where they are subject to
a criminal investigation. However, where such notification would, in the opinion of
the Commission, hinder the investigation, it may be delayed, just as the police might
delay notification if this improved the chances of a successful outcome. Any such
decision would be taken at no lower than Director level. 

The Commission’s prosecution policy

3.4.6 Under section 28 of the Act, the Commission has been designated as a
prosecution agency in relation to gambling offences. The Commission recognises that
there must be a separation of functions between the investigative process and the
decision regarding whether or not a criminal prosecution should take place. 

3.4.7 Where a criminal investigation has been conducted by designated
enforcement officers, a case file will be prepared for consideration by legal advisers,
ie a qualified legal adviser either employed directly by the Commission (but not
managed by the Commission’s operational senior management) or an outside agent
appointed by the Commission.

3.4.8 In advising whether the Commission should prosecute a matter, the adviser
will apply the Code for Crown Prosecutors. This means, amongst other matters, being
fair, independent and objective when conducting a review of the case. 

3.4.9 The legal adviser will want to ensure that the case passes a two stage test.
Firstly, there is the evidential stage and no case should proceed if there is not a
realistic prospect of conviction. Secondly, even where a case has passed the evidential
test, it may not be (for a variety of reasons) in the public interest for a prosecution to
take place.

3.4.10 The Code for Crown Prosecutors lists a number of common public interest
factors which either favour or are against prosecution. A copy of the code can be
located on the Crown Prosecution Service’s website. 

3.4.11 Section 347 of the Act establishes prosecution time limits for relevant
offences and disapplies section 127(1) of the Magistrates Courts Act 1980. This
means that an information in connection with an offence committed under the Act
has to be laid before the Magistrates within the period of 12 months beginning with
the date (or last date) on which the offence was alleged to have been committed.

3.4.12 Where an offence is continuing in nature then the relevant date is the last
date on which the offence was committed.

Proceeds of crime

3.4.13 The Commission is committed to a multi-agency approach to ensuring that
crime, and in particular gambling and related crime, does not pay. To this end the
Commission is keen that some of its enforcement and intelligence staff obtain
accreditation as financial investigators/intelligence officers. 
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3.4.14 In its role as an investigation and prosecution agency, the Commission will
build strong links with the Assets Recovery Agency (ARA), the Regional Assets
Recovery Teams (RARTS) and other law enforcement partners.

3.4.15 Where the Commission has taken criminal action in respect of an offence under
the Act it will take appropriate action under the Proceeds of Crime Act 2000 to ensure
that the proceeds of gambling crime are confiscated. The Commission will also bear in
mind the possibility that some civil cases could meet the ARA referral criteria.

3.5 Regulatory review

3.5.1 Regulatory reviews are those conducted under the provisions of section
116(2) of the Act into the actions of individual licence holders (operator or personal)
where the Commission believe that either:

� there is reason to suspect that that a licence condition may have been breached;

� a licence holder or person connected with gambling activities has been convicted
of a relevant offence in Great Britain or abroad; 

� there is reason to suspect that the licence holder may have become unsuitable to
carry on licensed activities; or

� a review is appropriate (which, as section 116(3) makes clear, need not relate to
any suspicion or belief about the licensee’s activities).

3.5.2 Investigations under section 116(2) (a specific review) must be distinguished
from a review under section 116(1) which permits the Commission to review different
classes of operating licence for the purpose of assessing how a particular class of
licensees as a whole complies with conditions attached to the class of licence (a
general review).

3.5.3 The following paragraphs set out our proposed procedure for a specific
regulatory review. The core part of the process, from notifying the licensee at the
start through to the final decision on regulatory sanction, is illustrated by the diagram
overleaf. 

3.5.4 At any stage in the review process the Commission has the option:

� to decide there should be no further action; 

� to settle the issue by agreeing voluntary remedial action by the licensee; or 

� to decide, in the light of information gathered during the review, to switch to
criminal investigation.

3.5.5 The main lines of the procedure are the same for both operating and personal
licensees. However, personal licensees have the option of making oral rather than
written representations in response to the Commission’s preliminary findings.
Paragraphs 3.5.39 to 3.5.41 discuss the issue of financial penalties applied to
personal licensees.

3.5.6 Before a specific review is commenced, the Commission will notify the
licensee and inform him or her of the procedure to be followed in the conduct of the
review. The Commission proposes to fulfil this obligation by issuing a notice to the
licensee which sets out the following:

� the grounds for commencement of a specific review;

� the procedure to be followed, including how the preliminary review findings will
be made available to the licensee;

� the right of the licensee to make representations, the form of those representations
(oral and written) and when those representations should take place; and

� the Commission’s discretion to allow relevant third parties to make representations.
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3.5.7 The notice will include reference to the fact that the Commission is
undertaking a regulatory review as opposed to a criminal investigation and that the
Commission will only take criminal action where, in response to a request for
information, the licensee or any appointed officer or official acting on behalf of the
licensee has provided false or misleading information to the Commission, or in the
case of the holder of an operating licence has failed to provide without reasonable
excuse specified information under the provisions of section 122 of the Act.

3.5.8 Before commencing the review and/or requesting specified information, the
review team will hold a scoping meeting with the licensee at the appropriate level to
facilitate an understanding of what is required on both sides, to narrow the issues
and to establish exactly what information will be required by the Commission when
conducting the review.

3.5.9 It is envisaged that in addition to requesting specified information,
Commission staff will seek to interview persons who it is determined by the
Commission can supply relevant information in connection with the review. Such
interviews may be tape recorded.

3.5.10 At the conclusion of the review and where the Commission is considering
initiating disciplinary action against a licensee, it will send to the licensee a
preliminary findings letter setting out the facts of the review, how those facts relate
to any relevant breaches, the Commission’s preliminary view of the case and any
relevant policy considerations. The Commission can also decide either at the
conclusion of the review or at any time before conclusion that the review will not
result in any disciplinary action, in which case the licensee will be notified at the
earliest opportunity.

3.5.11 The licensee will then be asked to make written representations to the
Commission including commenting on the preliminary findings within 28 days. In the
case of personal licensees who feel unable to prepare a written response they should
notify the Commission who will make arrangements to record their initial oral
submissions. 

Criteria for determining whether to take regulatory action

3.5.12 Before deciding to take regulatory action the Commission will consider the
full circumstances of the case, including where necessary any written representations
made by the licensee and any representations made by relevant third parties.

3.5.13 In determining whether to take regulatory action, the Commission will take
into account the factors set out in paragraphs 3.5.14 to 3.5.25.

Seriousness of the breach

3.5.14 The nature of the licence condition that has been breached: A breach of some
licence conditions will be intrinsically more serious than a breach of others. For
example, a failure to submit returns to the Commission, taken in isolation, would be
less serious than a failure to ensure that employees were aware of their
responsibilities in relation to problem gambling.

3.5.15 Whether the failure resulted in a breach of the licensing objectives: The effect
of the breach will be material. For example, failing to take measures to prevent young
persons entering gambling premises would be likely to be viewed more seriously if,
in fact, young persons did enter the premises and were able to gamble than one
where there was little real risk of young persons being able to enter the premises or
gamble.
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Whether or not the licence-holder knew, or ought to have known,
of the breach

3.5.16 How the breach came to light and how long it had been going on: The fact
that a breach had been occurring for some time and had been ignored or not
challenged will give rise to wider concerns, for example about an operator’s
compliance practices. This would be exacerbated if, for example, the Commission
received a complaint from a third party (customer or staff member) after no action or
insufficient action had been taken on their complaint direct to an operator. 

3.5.17 Whether the licence-holder had been advised previously about the possibility
of the breach occurring: It will be a cause for concern if, as a result of publicity about
similar breaches or following specific advice or informal warnings from Commission
staff, the licensee should have been aware that a breach was occurring or was likely
to occur and had taken no action to prevent it.

The licence-holder’s arrangements for monitoring and ensuring
compliance (where the licensee is an operator)

3.5.18 Whether there were adequate compliance systems and controls in place: The
Commission will take into account whether the breach occurred despite good internal
systems and controls or, for example, because there were poor (or no) internal
systems and controls to ensure that the licence conditions were met. 

The conduct of the licence-holder before the breach

3.5.19 Whether the licence-holder has previously been disciplined by the Commission:
The Commission will take the breach more seriously if the licensee had previously
been the subject of a licence review and continuing poor compliance resulted in
further breaches.

3.5.20 Whether any previous sanctions have been imposed for the same or a similar
breach: There will be particular concern if the same breach recurred, since this would
suggest not just a poor compliance regime but disregard for the measures that had
been imposed following the first breach.

Any mitigating circumstances

3.5.21 Evidence that the licensee voluntarily reported the breach: Operators and
personal licence holders will be encouraged to report to the Commission any
breaches that occur and the measures that have been taken to remedy them. As the
Commission’s draft Statement of Principles (October 2005 - see
www.gamblingcommission.gov.uk) makes clear, in pursuance of the Hampton review
principles, it will aim to assist licensees to understand and comply with the
requirements on them. The willingness of licensees to self-report when things do go
wrong, and to seek help in putting them right, is something that the Commission will
want to encourage and to give credit for. 

3.5.22 Evidence demonstrating that the licence-holder has taken prompt action to
remedy the breach and – where appropriate/possible – to compensate customers:
Where a breach has occurred, the Commission will expect the licensee to have taken
prompt action to remedy it and, where appropriate, to have taken steps to ensure
that customers were no worse off as a result of it.

Any aggravating factors

3.5.23 Evidence that the breach was intentional or the result of recklessness: The
Commission will take very seriously circumstances in which the licensee deliberately
took action, or allowed action to be taken, that resulted in a breach of the licence
conditions.
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3.5.24 Evidence that the licence-holder attempted to conceal the breach from the
Commission: The Commission will expect licensees to cooperate in the conduct of a
review, and not to seek to conceal circumstances that could give rise to a review of a
licence. 

3.5.25 The Commission will also take into account whether or not the breach has
resulted in financial loss or other detriment to consumers.

The imposition of regulatory sanctions

3.5.26 Following a specific regulatory review under section 116(2) or indeed a
general review under section 116(1), the Commission may impose a range of
regulatory sanctions:

� to give the holder of operating or personal licence a formal warning;

� to suspend a licence;

� to revoke a licence; or

� to impose a financial penalty.

3.5.27 In addition the Commission can remove, amend or attach conditions to a
licence and make, amend or remove an exclusion relating to a remote operating licence. 

3.5.28 A financial penalty can only be imposed where it is established that there has
been a breach of a licensing condition (including a breach of the social responsibility
provisions of codes of practice). However, the Commission may suspend or revoke a
licence where it is established that:

� an operator or individual is carrying on a licensed activity in a manner which is
inconsistent with the licensing objectives; 

� a licensing condition has been breached;

� a licensee has failed to cooperate with a specific or general regulatory review; or

� the licensee is unsuitable to carry on licensed activities.

Suitability

3.5.29 In assessing the suitability of an applicant to carry on licensed activities, the
Commission will have regard to the definition of suitability contained in section 120
of the Act. In deciding whether or not a licensee is suitable to carry out licensed
activities the Commission will consider the licensee’s integrity (which includes
honesty and openness), competence and any other relevant financial or other
circumstances including resources (this means adequate human resources, adequate
financial resources and adequate and effective systems and controls to carry on the
licensed activities in a manner consistent with the licensing objectives), ie the same
criteria as were applied when granting the licence originally.

3.5.30 These criteria are a guide and should not be interpreted as an exhaustive list
of factors to be considered. It would be impossible to produce a definitive list of
factors that would be relevant to a particular determination regarding suitability. 

Other considerations

3.5.31 In deciding whether or not a person has carried on a licensed activity in a
manner which is inconsistent with the licensing objectives, the Commission will have
regard to its own codes of practice and other public statements concerning
compliance with the objectives.

3.5.32 In deciding what action to take the Commission will take into account
whether the licensee is an operator or the holder of a personal licence and the need
to establish effective regulatory standards – both in relation to the individual licensee
and more generally.
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Financial penalties

Note: paragraphs 3.5.33 to 3.5.45 constitute a consultation draft of the
statement which the Commission is obliged to make about the exercise of its
powers under section 121 of the Act.

3.5.33 If the Commission decides a financial penalty is appropriate, either in addition
to other actions or by itself, the Commission will have regard to:

� whether the licensee benefited financially from the breach; and

� the licensee’s resources.

3.5.34 The Act allows the Commission to impose unlimited financial penalties and
we will not fetter our discretion to impose large penalties if that is justified by the
circumstances. However, in general we will exercise our powers as described below.

Operating licences

3.5.35 In the case of an operating licence, the Commission will not normally impose
a financial penalty that exceeds 10 per cent of the operator’s annual turnover arising
from the licensed activities. In relation to large operators with a number of different
premises, the Commission recognises that this would be a very significant sum and
that imposing a penalty up to that limit might not be proportionate to the breach that
has occurred. In determining the appropriate penalty, the Commission will take
account of whether, for example, the breach was isolated to a particular premises or
region, and will consider in such cases setting a limit of 10 per cent of the annual
turnover from those premises or that region.

3.5.36 The Commission has considered, and rejected at this stage, the option of
imposing fixed penalties for specified breaches. The principal reasons for rejecting
this option were that:

� it would be inflexible and restrict the Commission’s ability to take account of the
factors listed above;

� the Commission would be unable to identify (in advance) every set of
circumstances that could give rise to a breach; and

� it would be fairer to impose a penalty that took account of the operator’s ability
to pay.

3.5.37 As described earlier, the operator will have an opportunity to make
representations against the imposition of the penalty, including the amount. This
would give them the opportunity to raise concerns about the impact the financial
penalty would have on their business and whether, in all the circumstances, the
impact would be disproportionate. The Commission will not use fines as a method of
forcing an operator out of business – licence revocation is the appropriate tool for
that purpose but it may be an unavoidable consequence of the level of fine required.
Equally, revocation and fines are not mutually exclusive.

3.5.38 If an operator was to contend that they were incapable of meeting a financial
penalty then the Commission would expect cogent evidence to be produced either by
the production of certified accounts or a certified statement of assets and liabilities. 

Personal licences

3.5.39 In the case of personal licences, the Commission’s approach will be similar to
that for operating licences. The Commission will not normally impose a financial
penalty that exceeds 10 per cent of the licensee’s gross annual income from the
employment to which the licence relates. As with operating licences, and for the same
reasons, the Commission considered and rejected the option of imposing fixed
penalties. It also rejected as inappropriate the option of taking 10 per cent of all income
(rather than only gambling employment income) as the limit for a financial penalty. 
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3.5.40 As with operators, holders of personal licences will have an opportunity to
make representations about the imposition of the financial penalty and the amount.
There would, therefore, be an opportunity for the licensee to make representations on
the grounds that a penalty would cause undue financial hardship, and the Commission
would take account of this in deciding whether or not to vary the amount. 

3.5.41 In exceptional circumstances, the Commission will consider applications from
personal licence holders for extended time to pay a fine or to settle the fine in
instalments.

Did the licensee benefit financially from the breach of the licence
condition?

3.5.42 The Commission will take account of whether the licensee has benefited
financially (ie, made any profits or avoided any losses) from the breach; and during
the course of the review will aim to identify the amount of any benefit. Where that
can be identified, this sum will be added to the financial penalty that is awarded
based on the seriousness of the breach.

3.5.43 The Commission’s objective will be to ensure that licensees do not benefit
financially from failing to comply with licence conditions. That could also be achieved
by the licensee taking steps to return money to customers (for example, where
individuals had suffered loss) and the Commission will take such alternatives into
account when deciding whether to include the value of the benefit gained in the
financial penalty.

Establishing an effective deterrent

3.5.44 As noted by the Better Regulation Executive “a penalty regime should aim to
have an effective deterrent effect on those contemplating illegal activity”.14 The
Commission regards this as an important consideration in arriving at the correct
penalty in an individual case. 

3.5.45 As discussed above, the Commission will exercise its powers fairly and
consistently. Where it considers that there is a need to send a clear message about the
seriousness with which it views particular breaches, or where previous penalties have failed
to have the desired effect, it will use its discretion to impose penalties that are intended to
act as a deterrent and to send a clear signal that the behaviour is unacceptable.

The final decision 

3.5.46 Although the imposition of regulatory sanctions is a civil as opposed to a
criminal process, the Commission recognises that, as with criminal investigations,
there should be a separation of functions between the investigative and decision
making processes. It also recognises that the more serious the sanction, the more
safeguards need to be built into the process for the protection of the licensee. 

3.5.47 The final decision as to whether to impose a sanction and the nature of the
sanction to be imposed will rest with a regulatory panel (see paragraph 1.5.2).
Decision making by a regulatory panel (as opposed to the establishment of an
internal “independent” tribunal) is considered to be both proportionate and
appropriate as licensees will have the opportunity to appeal decisions to the GAT. 

3.5.48 For cases where either suspension, revocation, the imposition of a financial
penalty or a change to the licensing conditions may be considered appropriate, the
case file and any written submissions made by the licensee will be submitted for
independent legal review (either to the Commission’s own legal adviser or an agent
appointed by the Commission) by the Director of Monitoring and Enforcement with a
recommendation as to the sanction to be imposed and in the case of a financial
penalty the level of that penalty. 

Gambling Commission Part 3: Enforcement, including financial penalties | 31

14 Regulatory Justice. Sanctioning in a post-Hampton World
(http://www.cabinetoffice.gov.uk/regulation/documents/pdf/penalties.pdf)



3.5.49 The independent legal reviewer will review the case from an evidential
perspective (to ensure that the conclusions reached in the report are supported by the
evidence). Once the case has been reviewed, the independent reviewer will then
either refer the case back to the Director of Monitoring and Enforcement or refer the
case directly to a regulatory panel. The independent legal reviewer will also act as
legal adviser to the panel but will not be a member of it.

3.5.50 If the case is referred for a final decision, the licensee will be notified of the
proposed sanction and where appropriate the proposed level of financial penalty.
They will also be notified that at this stage they are entitled to make oral submissions
to the regulatory panel before a final decision is made. At this stage the licensee will
be given notification of the proposed sanction, and once a decision has been made
the licensee will be notified in writing of the decision, together with the reasons for
that decision and any relevant administrative details including how and where to pay
any financial penalty. The notification will also set out the licensee’s rights of appeal
to the GAT.

3.5.51 In cases involving the proposed imposition of a warning, the licensee will be
sent a letter setting out the fact that the Commission is minded to issue a warning
and the basis on which it has reached that view (this “minded to” letter will also serve
as the preliminary finding letter). In such cases the licensee will be invited to make
written submissions to the Commission for consideration by the Director of
Monitoring and Enforcement. The Director of Monitoring and Enforcement will make a
final decision having reviewed both the case file and any written submissions made
by or on behalf of the licensee before reaching a final decision. 

3.5.52 If the Director of Monitoring and Enforcement decides to impose a warning,
then the licensee can either accept the decision (which will be communicated in
writing) or ask a regulatory panel to review the decision. The licensee will be entitled
to make further written or oral submissions to the panel who will communicate their
decision in writing. Any notification will make clear the licensee’s right to appeal to
the GAT. 
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Q.9 Is 28 days from notification of preliminary findings (para 3.5.11) a
reasonable period for the receipt of representations? 

Q.10 Are there other factors, additional to those listed in paragraphs
3.5.14 to 3.5.25, that the Commission should take into account in
considering possible regulatory action? If so, please specify?

Q.11 Should the Commission adopt a limit for financial penalties? If so,
is 10 per cent of annual turnover the right limit?

Q.12 If not against turnover, against what other indicators could the
Commission determine the appropriate financial penalty? 

Q.13 Is 10 per cent of income the right limit on financial penalties in
respect of personal licences?

Q.14 Should the Commission retain discretion to take account of all
income, rather than just income from the licensed post?

Q.15 Do you agree that the amount of any financial benefit should be
recovered as part of the financial penalty?



3.6 Urgent suspensions

3.6.1 Normally suspension would be one of the options open to the Commission
following the outcome of a regulatory review and the application of the decision
making processes described in this document. However, there will be occasions
(particularly where there are issues of consumer protection or where risks to the
licensing objectives have crystallised) where the Commission will need to suspend an
operating or personal licence as a matter of urgency. The effect of suspension of an
operating licence is that no regulated activity can take place whilst the suspension is
in force.

3.6.2 Section 118(2) of the Act allows suspension of a licence at any time if the
Commission suspects:

� that a licensed activity is being or has been carried on in a manner which is
inconsistent with the licensing objectives;

� that a condition of the licence has been breached; or

� that a licensee has failed to cooperate with a review.

3.6.3 The decision to invoke an urgent suspension will be made by at least two
Commission Directors. The licensee will be informed that they can appeal to a
regulatory panel which will be convened as soon as practical, normally within three
days. Urgent suspensions are expected to be very much the exception rather than the
norm.

3.6.4 In the case of a personal licence the Commission may be prepared to agree
the conditions under which an individual whose licence is suspended, or which would
otherwise be suspended while it was reviewed, may continue to work – for example
under supervision or subject to restrictions on activities.

3.6.5 The decision to suspend a licence before the finalisation of a regulatory
review will be reconsidered by a regulatory panel on a regular basis and at least each
calendar month. 

3.6.6 A decision by the Commission to suspend a licence is one which can be
appealed to the GAT. 

3.7 Voluntary settlement 

3.7.1 The investigation of regulatory breaches is an expensive and time consuming
process for both the Commission and operators alike. Therefore the Commission is
keen to encourage operators or individuals to come forward at any stage during the
process with a view to making a full disclosure of all relevant facts and reaching
agreement with the Commission on the nature and level of the regulatory sanction to
be imposed.

3.7.2 The earlier an agreement is reached during the investigation process, the
more credit will be given to the operator or individual. An operator who makes an
early disclosure of all material facts and indicates their willingness to settle the
matter is likely to be treated less harshly than an operator who engages the
Commission in an unnecessarily long and drawn out investigation process which
results in a breach or breaches being established.

3.7.3 Initial discussions may take place with Commission staff, but final agreement
must be approved by at least two of the Commission’s Directors and endorsed by a
regulatory panel. The panel will reserve the right to reject the proposed settlement
and impose its own sanction.
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3.7.4 Members of the panel will not be involved in or be aware of the preliminary
discussions so that if discussions break down, they are in a position to hear the facts
of the case without being influenced by the knowledge that those discussions have
broken down or that an earlier stage an operator or individual may have made
“without prejudice” concessions with a view to reaching a settlement with the
Commission. 

3.7.5 The Commission will not initiate the settlement process, but at the outset of
the review process individuals or operators will be reminded that such options exist. 

3.7.6 These processes will not apply where the Commission decides to carry out a
criminal investigation.
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Part 4: Statement of
Principles on Licensing and
Regulation
4.1 We are required by the Act to issue a Statement of Principles (SOP) on
licensing and regulation. We published a draft statement for consultation in October
2005. This current consultation and two others planned for later in the year on
technical standards and financial information requirements make up the remainder of
the issues to be consulted on for the SOP. 

4.2 We are grateful to those who responded to the first consultation and would
welcome their further thoughts on the details outlined here. We plan to publish a final
version of the Statement of Principles using the comments on all the specific
consultations in the autumn of 2006. 

4.3 The SOP will cover:

� the principles to be applied by the Commission in considering applications for
operating and personal licences;

� the evidence the Commission will consider when assessing applicants integrity,
competence, and financial and other circumstances; 

� the Commission’s practices for:

(i)    delegating its functions of functions in relation to applications

(ii)    holding oral hearings for applications

(iii)    evidence required or accepted in respect of applications; and

� the evidence the Commission will consider when assessing the suitability of
gaming machines and other equipment to be used by the licence applicant. 

4.4 We are also required to make a statement on the principles to be applied in
imposing financial penalties for breaches of licence conditions.



Appendix 1: Powers of
designated enforcement
officers
Powers Section

Investigation of offence s.306: right to enter where ‘reasonable suspicion’
exists that an offence under the Act may or is
about to be committed.
The right to apply to a justice of the peace for a
search warrant.

Inspection of gambling s.307: to inspect premises to discover whether 
facilities for gambling are or have been offered, 
to assess compliance with existing licence and to 
inspect the licence.

Operating licence holders s.308: to enter premises used wholly or partly 
for purposes connected with licensed activities.

Family entertainment centres s.309: to enter those premises subject to a 
permit or where an application for a permit has 
been made.

Premises licensed for alcohol s.310: to enter premises when considering 
application and to check compliance.

Prize gaming permit s.311: to enter those premises subject to a 
permit or where an application for a permit 
exists.

Clubs s.312: to enter clubs to determine whether 
gambling taking or about to take place and / or 
to assess compliance with existing permits or 
exempt conditions. 

Licensed premises s.313: to enter premises for purposes relating to 
the licence review or where an application has 
been made.

Lotteries (registered societies) s.314: to enter premises owned or used by a 
society to make enquiries.

Temporary use notices s.315: to enter premises as part of assessment 
process prior to the notice becoming effective or 
to assess compliance with the notice when in 
effect.

Authorisations: production on s.316: to require the holder of a pool betting
demand operating licence to produce a copy of any 

authorisation allowing another person to collect 
bets on his behalf.



Gambling Commission Appendix 1: Powers of designated enforcement officers | 37

Powers s.317: after entering premises, to:

� inspect any part of the premises and any
machine or other thing on the premises;

� question any person on the premises;

� require access to any written or electronic
record;

� require to be supplied with a copy of an entry
in any written or electronic record;

� remove or retain anything he reasonably
believes constitutes or contains evidence of an
offence under the Act or a breach of a term or
condition of a licence issued under the Act; and

� remove and retain anything he reasonably
believes is being or has been used in the
commission of an offence under the Act.

Reasonable force s.323: to use reasonable force to enter premises.



Appendix 2: Offences under
the Gambling Act 2005

Offence Section

Providing facilities for gambling (unless authorised by an s.33
operating licence and carried on in accordance with terms
and conditions – or otherwise permitted under the Act).

Using premises, or causing or permitting them to be used, to: s.37
� operate a casino;
� provide facilities to play bingo;
� make a gaming machine available for use;
� provide other facilities for gaming; or
� provide facilities for betting
(unless authorised by a premises licence or otherwise permitted
under the Act).

Manufacturing, supplying, installing or adapting gambling s.41
software (unless authorised by an operating licence).

Cheating at gambling, or assisting or enabling another to cheat. s.42

Inviting another to join, or knowingly participating in the
administration, promotion or management of a chain-gift scheme. s.43

Doing anything in Great Britain, including using remote gambling s.44
equipment located in Great Britain, for the purpose of inviting or
enabling a person in a prohibited territory to participate in
remote gambling.

Inviting, causing or permitting a person under 18 to gamble s.46
(unless otherwise permitted under the Act).

Inviting or permitting a child or young person to enter a casino, s.47
betting shop or adult gaming centre when facilities for gambling
are being provided (unless otherwise permitted under the Act).

Inviting or permitting a child or young person to enter areas s.47
of a track where facilities for betting are provided or where
gaming machines (other than Category D machines) are situated,
when racing is not taking place.

A young person gambling (unless otherwise permitted s.48
under the Act).

A young person entering gambling premises (unless otherwise s.49
permitted under the Act).

A young person providing facilities for gambling s.50
(unless otherwise permitted under the Act).

Employing a child or young person to provide facilities for gambling s.51-s.55
or to work in premises where facilities for gambling are provided
(unless otherwise permitted under the Act).

Inviting, causing or permitting a child to take part in a lottery s.56
(unless otherwise permitted under the Act).
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Offence Section

Inviting, causing, or permitting a child to participate in football pools. s.57

Failing to return any stakes paid by children or young people s.58
not permitted to participate in the gambling activity.
Making a gaming machine available for use (unless otherwise s.242
permitted under the Act).

Making available for use a ‘linked’ gaming machine (unless otherwise s.244
permitted under the Act).

Supplying, installing or making available for use a gaming machine s.245
that accepts payments by credit card.

Manufacturing, supplying, installing, maintaining or repairing s.243, 
a gaming machine or part of a gaming machine, unless: s.248,
� this is done in accordance with an operating licence; s.250
� the machine is used in circumstances in which users do not

acquire the opportunity to win a prize; or
� this is done under a permit issued by the Gambling Commission

for not less than one year limited to a specific machine.

Promoting a lottery, unless: s.258
� this is done in accordance with an operating licence;
� this is done on behalf of an operating licence holder, and in

accordance with the terms of the licence; or
� it is an exempt lottery.

Facilitating a lottery, unless this is done in accordance with an s.259
operating licence or it is an exempt lottery.

Misusing any part of the profits of a lottery; misusing any part of s.260, s.261
the profits of an exempt lottery.

In the case of a small society lottery: s.262
� promoting a lottery at time when the society concerned is not

registered with a local authority;
� failing to comply with the Act’s requirements for filing records; or
� providing false or misleading information in connection with the

filing of records.

Using or permitting the use of any part of the profits of s.302
non-commercial gaming (or non-commercial equal-chance gaming)
for any purpose other than the fundraising purpose specified
by the organiser.

Breaching the Regulations on advertising gambling. s.328

Advertising unlawful gambling. s.330

Advertising foreign gambling. s.331

Giving false or misleading information to the Gambling Commission s.342
or a licensing authority for a purpose connected with a provision
of the Act.
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Consultation questions
You are invited to comment freely on any aspect of this consultation document.
However, you may find it helpful to have the checklist of questions below, which
cover the main points on which we would particularly welcome views.

Please:

■ be as specific as possible in your responses;
■ where you disagree with what the Commission proposes, explain why; and
■ say what alternative you would suggest in place of the Commission’s proposal.

Part 1: Licensing

Q.1 Do you agree that the factors set out in Section 1.2 are the relevant ones for the
Commission to take into consideration when assessing an application for a
licence?

Q.2 Do you agree that the overall approach set out in Section 1.3 is appropriate and
proportionate?

Q3 Do you feel that the arrangements for decision making set out in section 1.4 are
appropriate and proportionate and give adequate assurance to applicants?

Q.4 Do you agree that it should be the Commission’s standard practice to issue
licences in electronic form? If not, why not?

Q.5 Do you agree that a maintenance exercise for personal licence holders is
appropriate?

Part 2: Compliance

Q.6 Do you think it is appropriate for the Commission’s compliance regime to be
based on the assumption that senior managers should have the primary
responsibility for regulatory compliance?

Q.7 Do you think it is appropriate for the Commission’s compliance regime to be
based on the assumption that senior managers should have the primary
responsibility for regulatory compliance?

Q.8 Do you agree with the Commission’s approach to developing its risk-based
compliance arrangements, set out in Section 2.2? If not, what changes would you
suggest?

Q.9 In the light of the Commission’s need for compliance information, do you agree
that the Commission should impose information requirements on operators via
licensing conditions? 



Part 3: Enforcement, including financial penalties

Q.10 Is 28 days from notification of preliminary findings (para 3.5.11) a reasonable
period for the receipt of representations? 

Q.11 Are there other factors, additional to those listed in paras 3.5.14 to 3.5.25, that
the Commission should take into account in considering possible regulatory
action? If so, please specify?

Q.12 Should the Commission adopt a limit for financial penalties? If so, is 10 per cent
of annual turnover the right limit?

Q.13 If not against turnover, against what other indicators could the Commission
determine the appropriate financial penalty? 

Q.14 Is 10 per cent of income the right limit on financial penalties in respect of
personal licences?

Q.15 Should the Commission retain discretion to take account of all income, rather
than just income from the licensed post?

Q.16 Do you agree that the amount of any financial benefit should be recovered as
part of the financial penalty?
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How to contribute to
this consultation

Responses to the questions raised in this consultation document should reach the
Gambling Commission by 22 August 2006

Please indicate clearly the questions or issues your responses refer to. A numbered
response form in MS Word format is available from the Consultation section of the
Gambling Commission website at:
www.gamblingcommission.gov.uk

We would prefer to receive responses by email. Please send them to:
consultationmailbox@gamblingcommission.gov.uk

If you would prefer to post your comments, please send them to: 

Consultation Coordinator
Gambling Commission
Victoria Square House
Victoria Square
Birmingham B2 4BP

When responding, please state whether you are responding as an individual or
representing the views of an organisation. If responding on behalf of an organisation,
please make it clear who that organisation represents. If responding as an individual,
please mention your own interest.

Please note responses may be made public or published in a summary of responses
to the consultation unless you state clearly that you wish your response or name to
be treated confidentially. Confidential responses will be included in any statistical
summary of numbers of comments received. If you are replying by email or via the
website, unless you specifically include a request to the contrary in the main text of
your submission to us, we will assume your consent overrides any confidentiality
disclaimer that is generated by your organisation’s IT system.

Further information and copies of the consultation document are available from the
Commission’s consultation coordinator on 0207 306 6200,
email: consultation@gamblingcommission.gov.uk

Following the end of the consultation we will prepare a summary of responses.
We expect to publish this on the Gambling Commission website in the autumn.

This consultation is being carried out in accordance with the Cabinet Office Code of
Practice on Consultation. The criteria are listed on the Commission’s website, together
with details of who to contact with any comments on the consultation procedure or
complaints about the way it is being conducted. The complete code is available on
the Cabinet Office website: www.cabinetoffice.gov.uk/regulation/consultation.



The Gambling Commission regulates gambling in the public interest. 
It does so by keeping crime out of gambling, by ensuring that gambling 
is conducted fairly and openly, and by protecting children and vulnerable people. 
The Commission also provides independent advice to government on gambling in Britain.

For further information or to register your interest in the Commission, 
please visit its website at

www.gamblingcommission.gov.uk

Copies of this document are available in alternative formats on request.

Gambling Commission
Victoria Square House
Victoria Square
Birmingham B2 4BP

T 0121 230 6500
F 0121 237 2236
E info@gamblingcommission.gov.uk
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