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GOVERNMENT NOTICE

DEPARTMENT OF TRADE AND INDUSTRY
No. R. 957 i _ 22 September 2000

DRAFT
REGULATIONS UNDER THE NATIONAL GAMBLING ACT, 1996

(ACT NO. 33 OF 1996)
NATIONAL GAMBLING REGULATIONS ON LIMITED PAYOUT MACHINES., |

THE MINISTER OF TRADE AND INDUSTRY HAS, UNDER SECTION 17 OF THE
NATIONAL GAMBLING ACT, 1996 (ACT NO. 33 OF 1996) MADE THE
REGULATIONS IN THE SCHEDULE

Interested persons and institutions are invited to submit written representation
on the draft regulation to Mr. Gabrielle Makhonxa at the Department of Trade -
and Industry by no later than 29 September 2000 at; : -

Department of Trade and Industry
Private Bag X84
0001
Tel: (012) 310 1113

Fax: (012) 320-8527

SCHEDULE
PART 1 - GENERAL
'~ CHAPTER 1
Definitions
1 In these regulations all words or expressions defined in the Act, including those

contained in section 13 (2) of the Act, must have the meaning ascribed to them therein,
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unless any such word or expression is defined in these regulations or the context
indicates otherwise.

credits means the amount of money available to a player with which to commence
a game, as reflected on a limited payout machine in increments of the denomination of
that particular limited payout machine or in Rand value, which accrues as a result of the
insertion of cash or tokens, into the limited payout machine or the accumulation of
anything won by a player at the compietion of a game; '

gamble means the risking of anything of value inciuding anything won by a player
during the course of a game on the outcome of an event which forms part of the game
being played and includes the term double-up;

game means an event which
(a)  commences when-

() the player makes a bet from the player's credit meter that is not part
of any previous game ; or Y

(i) inserts one or more coins and game play is initiated.

(b)  is completed when-

(i) « the player cannot continue play activity without committing
additional credits from the credit meter or coin acceptance device;
and '

(ii) has no credits at risk.

(c) contains one or more of the following elements, each of which are
deemed to be part of a single game —

()  games that trigger a-free game feature and subsequent free games;

(i) . A metamorphic feature;

(ii) - “second screen” borus feature (s); -

(ivy  games with player choice, for example Draw Poker and Blackjack;

(v) = games where the rules permit the wagering of additional credits, for
example Blackjack Insurance or the second part of a two-part Keno
game;

_ (vi)-  gamble feature, (for example, Double-up);

independent site operator means a site operator, who is not linked to a route
operator and is licensed to own and operate limited payout machines on a single site and
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is responsibie for mamtammg the machines, effecting the collectton of momes and paytng
the provincial taxes and levies due to the provincial licensing authorities: :

jackpot means a prize in excess of the maximum prize and or additionaito a -

‘game’s pay—table that is available to be won by a player ONn one or more gaming
machines; '

limited payout machine means a gambling machine outsid_e' of a casino in respect of
the playing of which the stakes and prizes are limited as prescribed;

prescribed  means prescribed in the regulation issued in terms of the Act;
request for application (RFA) includes a request for proposal (RFP)

route operator means a company registered in terms of the Companies Act, 1973
(Act No. 61 of 1973) which is — |
(a)  licensed to own and operate limited 'payout machi_ﬁes;
(b) . responsible for maintaining limited payout machines: and
(c). responsible for effecting the collection of monies and paying the provincial .
taxes and levies in respect of limited payout machine under its licence:

site means premises licensed by a provincial licensing authority for the placement and
operation of one or more limited payout machines;

site operator means the licensee who is entitled to keep limited payout machines
owned by a route operator on his premises and to make them available to be played by
members of the public, or, where a provincial licensing authority Iibenses the premises on
which such activities are conducted, means such licensed premises;

stake means the total Rand value of all coins and- or credits put at risk at the
commencement of a game or during a single game;

token ‘means circular elements with an indicated Rand value used as input for
gaming equipment in a licensed venue; and

the Act means the National Gambling Act, 1996 (Act No. 33 of 1996).
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CHAPTER 2

Maximum number of limited payout machines

2 '( 1) The maximum number. of limited payout machines which must be allowed to be
operated in the Republic in terms of all licences granted must be 50 000 (fifty thousand).
(2) The maximum number of limited payout machines, which must be allowed to
" be operated in terms of all licences granted by a provincial licensing autherity in any
particular province must be the number indicated next to the name of the province in
respect of which that pravincial licensing authority has jur'isdiction:

(a) Eastern Cape 6 000
(b) Free State : 4000
(c) Gauteng 10 000
(d)  Kwa-Zulu Natal . -~ 9000
(e) Mpumalanga 4 000
(N Northern Cape . 2000
(@) Northern Province 3000

- (h)  North West 3000

(i) Western Cape 9 000

Number of limited payout machines per site

3 (1) The operation of limited payout machines must be incidental to the primary
business conducted on a site except in circumstances as described in sub-regulation (4).

(2) No gambling game must be piayed on a site other than a game as defined in
these regulations: Provided that the game of Bingo may be played on a site under a
licence permitting Bingo to be conducted at such a site.

(3) Subject to the prowsuons of sub-regulation (4), the maximum number of [ll’!‘llted
‘payout machines which must be allowed by a provincial licensing authority to be operated
on a single site must be 5 (five).

' (4) The Board may, on good cause shown and upon application by a provinc:al
licensing authority, approve the licensing of limited payout machines in excess of 5 (ﬁve)
machines and not more than 40 (forty): Provided that such application must be made in
respect of every site for which limited payout machines in excess of 5 (five) is sought. |
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Prohibition of gambling by certain persons
4 (1) No person under the ageof 18 (elghteen) must enter any desngnated area
~where limited payout machines are located or take part in any gamblmg or bethng ona
limited payout machine or operate a limited payout machine.

~(2) No licensee or employee must permit any person who is under the age of 18
(eighteen) to enter or remain in an area where limited payout machines are located or to
take part in any gambling or betting or to handle or operate a limited payout machine.

Stakes
S (1) The maximum aggregate stake with which to commence a.game and play it to
its conclusion must be R 5-00 (five Rand). ' '

(2) Notwithstanding anything to the contrary contalned in the legislation of any
province, no double-up must be allowed in a game.

Prizes

6 (1) The maximum aggregate prize payable in respect of a game, must be
R500-00 (five hundred Rand). ;

{2) Any prize won in a game must be accrued to the winner thereof as credits or
paid to such winner in cash and no prize or beneﬂi.may be offered to or accepted by the
winner thereof in addition to or in lieu of credits or cash: Provided that payment of prfze

money may be made by way of a cheque on request or with the consent of the winner
thereof. :

Jackpots
7 (1 No linked or progresswe jackpots must be allcwed in respect of llmlted payout
" machines.

(2) No limited payout machme may offer any pnze m excess of or m addltfon to the
maximum pnze payable in resnect of a game '

Central electronic monitoring system

8 (1) The central electronic monitoring system referred to in section 13 (1) (i) of the
Act must comply with the standards as laid down from time to time by the South African
Bureau of Standards and must be approved by the Board. |
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- {2) A single central electronic monitoring system must be operated under the -
authority of the Board by a person appointed on terms and conditions as laid down by the
Board after consultation with the Minister.

Categories of operator licenses

_ 9@  Theremustbe only three categories of operators with ras'peét to limited payout
machines: S ' h

(a) Route operators;‘
(b)  Site operators; and
(c) Independent site operators.

Geographlc distribution of limited payout rnachme Ilcences

10 Provincial hcensmg authorities must pmmote through the:r evaluatlon cntena wrde
geographic spread of hmlted payout machine site operators, to ensure that this form of
entertainment is accessible to a wide range of the population of the Repubilic.

Credit extension
1 (1) A licensee must not, directly or indirectly, whether in hns or her own name or
that of a third party, extend credit in any form whatsoever to any patron for the purpose of
playing on, or operating, a llmited payout machine.

(2) For purposes of this paragraph credit extension mc!udes advancement of cash
by the licensee against a patron’s credit card and/or a cheque.

Registration or licensing of limited payout machines

-iz - All limited payout machines licensed must be certified by the South African Bureau
of Standards (SABSj, or such other accredited authority nominated by the Board for this
purpose and these machines must then be approved and registered or licensed by the
relevant provincial licensing authority. | :

~ Standardisation of limited payout machines

13 All limited payout machines contemplated in these regulations must comply with
the Single Station Gaming Machine Standard as laid down by the SABS, or such other
accredited authority nominated by the Board for this purpose.
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Movement of limited payout machines

4 - (1) The removal of limited payout machines to or from licensed sites requires the
prior approval of the provincial licensing authority and the process must be adequately
monitored, documented and controlled.

(2) A licensee must submit as part of the minimum standard of internal control
procedures, procedures to be followed relating the fallowing:
) (&)  Sourcing of machines
(b)  Distribution and movements of machines
(c) Machine conversions |
(d) Disposal of machines.

Registratlon or Ilcensmg of employees

15 (1) Key employees as well as other employees requ:red to be regustered or |
" Iicensed in terms of any gamblmg leg:slatlon must be reglstered or licensed with the
Incensmg authonty '
(2) In order to prowde for a central national database the record of ernployee
registration or licensing must be kept in a computerised database containing at least the
information required by the Board. :
| : (3) The followmg employees of a licensee must be olasenfed as key employees for
lhe purposes of these regulatlons , I
(a) Any executive, employee or agent of a Iloensee havmg the powerto
~_exercise a significant mﬂuence over __c_lec:s_lons concerning any part of the
'operations:of such licensee | o |
(b)  The senior niahegement of the licensee
(c) Every director, officer or equwalent of any such corporate body holdmg
' such a Iloence e fe of
(d). ~Any individual who has been specifically represented to the provincial
licensing authority by the licensee, officer or director thereof as being
. important or necessary to the operation of the licensee .
(e)  All persons who individually or as part of a group formulate management
| policy
() Any job position or individual who, upon written notification by the provincial
~+ licensing authority, is considered to be a key position or employee for
: _purposes of these standards i
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Employee report

186 Any information that comes to the attention of the licensee which may have a-
bearing on the _su:tabr.ilty of an employ_ee must be brought to the attention of the provincial
licensing authority within 7 (seven) days.

Publication of a notice of availability of RFA | L
.17 Notice of the availability of the Request for Application (RFA), must be issued by a
_provincial licensing authcrity and must be published in the Provincial Gazette and in the
media circulating in the province.

Issumg of the RFA

18 ~ The RFA must be avallable at the offices of the provmc:lal licensing authority for a
penod to be detenmned in terms of provincial 1eglstat:on or specified by the provincial
hcensmg_authonty at a cost to be specified by the provincial licensing authority. _

" Clarification phase of application documentation

19 (1) Applicants must be given reasonable oppo.rtunity to seek clarification of the
réquire_rhents of the application during the period from publication of the RFA until the
closing'd'ate fdr épplications.'

(2) All requests for clarification must be in writing. .

.(3) Where re_qu_ests for clarification are raised which, in the opinion of the provincial
licensing éuthority, are relevant to any other applicants, the provincial licensing authority
must make available written clarification to all applicants.

(4) The pi'ovinciai licehsing authori{y may at any time request an applicant to clarify
information provided pertaining to the request or to supply additional information.

Publlcation of a notice

-20 (1) There must be an advertisement of an intention to apply or receipt of such an
application as the case may be in the relevant Pravincial Gazette and a newspaper
_ c:rculatlng in the area.

_ (2) The adver‘nsement must state that the appi:catton must be open for public
inspéctlon at the offices of the provincial licensing authority and or such place nominated
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- by the provincial licensing authority specifying the mspectlon penod hours and the
address of the provincial licensing authority. ' o
(3) Affected parties may make written representatlon to the provmcral hcensmg
authority with respect to the application. ' ' '

Submission of the application
21. - (1) Submission of the application must be done in accordance with the insﬁﬁctioﬁs
contained in the application forms of the relevant provincial licensing authority and must
contain all the information specified as well as specified documents and certified copies (if
required) of the advertisements placed in the Provincial Gazette and newspaper(s), if
applicable.

(2) An apphcant may |dent|fy any document or mformatlon in the apphcatlon Whlch
in the opinion of the applicant, is confidential or should for any reason not be d:sclosed to

the pubhc and show cause why the provmcnal [mensmg authority rnay deterrnme that such
document or information should not be cpen for publlc tnspectlon

Public inspection and objection

g (1) All apptlcatlons must lie open for pUbllC mspectlon with the exception of those
~ documents which the provincial licensing authority has determmed to ba
confidential. ’
(2) In terms of provincial licensing authority legislation énd policy, a:n'd as
indicated in the public advert[sement the public can mspect and make
representation of any aspect of the application.

Investigation and evaluation

23 Before granting a licence, the provincial licensing authonty considering the
application must:

(a) Conduct an assessrnent of the apphcataon against the speaf’ ic evaluation

- criteria; _

(b)  Conduct a satisfactory probity Inve’sﬁgation of t'he"'épplicant, its .B{vhef‘é,
management and all relevant key individuals which may include a review
ofa problty mveshgation undertaken by another provunc:al Itcensmg
authority; and :
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(€) In the evaluation of route and independent site operators also conduct a
financial viability investigation to determlne the suitability of the business
case of the apphcant

Public hearing
. 24 (1)  The provincial licensing authtjrity, where applicable, must advertise the
time and place of the public hearing in at least the Provincial Gazette and one
newspaper circulating |n the provincé. ' |
(2 Al proceedings relating to public hearings and deliberation of applications
must be recorded and thé record of the proceedings retained for at least two years
or such longer period as determined in such other relevant legislation.

Deliberation and selection

25 The deliberation and selection must be based on the evaluation criteria set in the
RFA and must comply with the provisions of applicable national and provincial gambling
legislation. |

Issuing of licence _
26 (1) The issuing of the licence must be in terms of the conditions laid down by the
provincial Iioensing. authority.

(2) The licence must specify in detail the conditions relevant to the licensee.

Display of licence
27 The licence issued by the provincial licensing authority must be prominently

displayed at the entrance to the designated area where the limited payout machines are
situated. '

Advertising
28 (1A Ilcensee must only advertise in or on the exterior of the premlses
(2) No advems:ng must:
(a)  Beoffensive
(b)  Promote over-stimulation of gambling
(c)  Beaimed at attracting persons under the age of eighteen.
(d) Compare payout, hold, win or any like indication of other limited payout
machines '
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(e) Be misieading.

PART 2 - APPLICABLE TO THE LICENSING OF ROUTE
OPERATORS

CHAPTER 3

Licence to be issued to companies only

29 (1) A route operator licence must only be issued to'a company registered in terms
of the Companies Act, 1973 (Act No. 61 of 1973), * -

Number of machines available per site £y

30 1) A route operatcr must make available for play no mare than the number of
: hmated payout machlnes perm:tted under the terms of a route operator’s license.
(2) Only limited payout machines licensed to the linked site operator must be
permitted by such a route operator. _
(3) A route operator must at all times ensure that the maximurn number of limited
payout machines permitted on a site is not exceeded.

Accounting records

31 (1) Provincial licensing authorities must require a licensee to keep such recards as
will enable such licensing authority to effectively regulate the activities of the licensees.
(2) Provincial licensing authorities must require licensees to comply with the
-following minimum requirements: s ) o
(a) - Keeping of accurate, complete [egubie and permanent records of all its
- transactions, conforming to generally accepted accounting practice
(b) Performing at least on a monthly basis reconczllatton between metered
revenue readings and cash collections : '
(c) - Keeping of records required by the licensee's approved systern of internal
control. '

Minimum intemal contro! standards

32 (1) It must be a requirement that a licensee establish and maintain minimum
standards with regard to administrative and accounting procedures for the purpose of
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determining the licensee’s liability for fees, levies and taxes and for the purpose of

exercising effective control ovér regulatory matters pertaining to the business of the

licensee.

(2) The procedures must be designed by the licensee to ensure that:

- (a)
(b)

- (d

(e)

Assets are safequarded

© Financial and operational records are accurate and reliable
(¢c) -

~.or specific authorisation

Transactions are performed only in accordance with management’s general

 Transactions are recorded accurately to permut proper reporting of
' gambling revenues, levies and taxes

Functions, duties and responsibilities are appropriately segregated and
performed in accordance with sound practices by competent, appropriately

- qualified personnel.

(8) Prior to being granted approval to start operations, a route operator must
submit its system of minimum internal controls for approval to the provincial licensing

authonty

(4) The submission of the system of minimum internal controls must comprise a

detalled descnpt]on relatmg to administrative and accounting procedures including:

(a)

(b)

kL

@

- An organlsat;onal chart deplctmg segregation of functlons and

responsibilities .
A description of the duties and responsibilities of each position shown on
the organisational chart

A letter from an independent practising chartered accountant stating that

the system of internal control has been reviewed by the accountant and

com'plies with the above requirements
A licensee w:shmg to amerd its approved system of minimum internal

~ controls must, prior to implementing such amended system submit to the

provincial [[censmg authority a copy of the revused system of minimum
internal controls for approval.

Intemal audlt function

3 (1) Iti is a requlrement that a route operator licensee must establlsh and maintain

an internal audit function that must be responsible for, without limitation, the following:

(@)

(b)

The review and evaluation of the adequacy of internal controls
Monitoring the licensee’s compliance with the minimum intemal control
standards and other provisions in terms of national and provincial legislation
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(c) The reporting to the board of directors or committee thereof, executive
management and the provincial licensing authority of instances of non-
compliance with such minimum intemal control standards or any national or
provincial legislation

(d)  The reporting to the board of directors or committee thereof, executive

“management and the provincial licensing authority of any material
weaknesses or shortcomings in the system of internal control

(e} The recommendation to management of procedures to eliminate any
material weaknesses or shortcomings in the system of internal control; and

0 The preparation and maintenance of reports documenting the information
referred to above. '

Audited financial statements

34 (1) A route operator must provide the provincial licensing authority with audited
annuél financial statements within such periods as specified in terms of the relevant
provincial legislation. ‘

~ (2) The provincial licensing authority may request additional information or
documents from either the licensee or the auditor of the licensee regarding the financial
statements or the services performed by the auditor.

x

Cost of monitoring representations and commitments

35 A route operator licence must be granted subject to the condition that applicants
commit themselves to bearing the reasonable cost of monitoring by the provincial
licensing authorities that the representations and commitments made in their applications,
inter alia, with regard to Black Economic Empowerment, are being complied with and this
includes compliance with the relevant provincial legislation.

" Licensing process for route operators

36 (1) When submitting an application for a route operator licence the applicant must
indicate the proposed sites, which are envisaged to form part of the route.

(2) A route operator licence application must be in a format spemf’ ied by the
pravincial licensing authority.
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(3) The process to be followed by provinciai licensing authorities in processing

(a)
(b)
(c)
(d)

(e

®
(9)
(h)
(i)
0

route operator licences must provide for the following as provided for in
regulations 17 - 26

Publication of a notice calling for applications for route cperators

Issue of the Request for Application (RFA)

Clarification of Request for Application (RFA)

Publication of a notice of intention to apply for a route operatar licence or
receipt of such application by a provincial licensing authority, as applies in
a particular province

Submission of applications to the provincial licensing authority

Public inspection and objection

Investigation and evaluation

Public hearings

Deliberation and selection

Issuing of a licence.

Contents of the application for a route operator licence

- 37 The information requested by a provincial licensing authority must contain at least

the following:

(@)

(b) .

(c)

(d)

(@

(f

(9)

The name, address and other relevant details of the applicant

A company registration certificate or number

The corporate structure of the applicant, inciuding hoiding companies,
effective owners, shareholders, affiliates, subsidiaries, members, trustees,
partners, joint ventures, related parties and any other entity or individual
who has an interest in the aﬁpiicant

An organisational chart of the enterprise of the applicant, which includes
position descriptions and the names of persens holding such paositions
Personal declaration forms or business declaration forms of all persons
owning directly or indirectly more than five percent of equity of the applicant
and all key employees '

The criminai history, if any, of the applicant, the enterprise of the applicant,
its owners, directors and officers |

Detailed financial statements including full description of significant assets
and liabilities (where applicable)
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(h) Tax details, including proof of registration or application for VAT, PAYE,
Regional Services Council levies and income tax, including a valid tax
clearance certificate (if required), if already registered

() Details of gambling related licences held anywhere in the world and of

~ pending and unsuccessful applications '

() Details of the solvency history of the appliéant

(k) A detailed business plan

0] Detailed financial projections in line with' the attached proforma
documentation :

(m) A schedule of proposed sites and a description of the primary business of
each site

(n)  Details of economic empowerment and community benefit plans

(0)  Release authorisations to conduct background investigations

(p) Confirmation of payment of prescribed fees

(@)  Copies of prescribed notices.

Evaluation criteria for licensing route operators

38 (1) The provincial licensing autharity must undertake a proper evaluation and -
adjudicating process based on the evaluation and selection criteria contained in the REA.
(2) This process must be transparent and fully documented. '
(3) At least the following criteria must be considered during the evaluation of
applications for route operator ficences:
(a) Qualification to hold a licence in terms of national and provincial acts,
regulations, rules and standards
(b) Suitability of applicant and kéy persons
i.  Good character and integrity
i. Compliance with the law
iil.  Criminal history and prior convictions
v Solvency history
v.  Associations with unsuitable persons
vi.  Licensing history
vii.  Taxation history
(c) Business plan-
i.  Viability and financing of the project
i Financial resources or access thereto
iii.  Experience and expertise in gambling
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iv.
V.
vi.
vii.

viil.

(d)

()
(M

Management competence _
Suitability of the source of funding
Acceptability of key assumptions used in financial projections
Promotion of national objectives regarding responsible gambling
Revenue benefits from taxes and levies

Economic empowerment and community benefits
Affirmative action and employment equity
Level of local participation h
Fromotion of smail, medium and micro enterprises
Job creation
Community benefits to be derived from the operation
The extent to which the South African demographic profile is
represented in the ownership, control and management structure of the
operator, sub-contractors, suppliers, service providers and limited
payout machine sites to be operated.

Geographical spread of sites .

The extent to which the applicant is able to demoﬁstrate the achievement

_of Black Economic Empowerment through the operation of the route and

the selection of the sites
The extent to which historically disadvantaged individuals are
represented in the management structure of the business
The extent to which historically diéadvantaged individuals hold equity in
the business :
The extent to which services, suppliers etc. will be provided by firms
owned and operated by histarically disadvantaged individuals
Plans to educate and transfer skills to historically disadvantaged

individuals.

PART 3 ~ APPLICABLE TO THE LICENSING OF SITE OPERATORS

CHAPTER 4

Unsuitable locations

39 (1) A provincial licensing authority may deny an application for a site licence if the

provincial licensing authority deems that the place or location for which the licence is

sought is unsuitable for the conduct of such gambling.
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(2) Without limiting the generality of the foregaing, the folloWing places or locations
may be deemed unsuitable;
(a) Premises inconsistent with national and provincial gambling legislation
(b) Premises loéat_ed in a place where gambling is contrary to valid zoning
rights
(c) Premises lacking adequate supervision or surveillance
(d)  Any other premises where the conduct of gambling would be inconsistent
with the public policy of the Republic -
(e)  Premises on which a site is located are accessible to persons under the
age of eighteen
() Premises that may resuit in problem gambling
(3) In considering the suitability of premises the provincial licensing authority may
take into account the situation of such premises whether they are within the immediate
vicinity of churches and the like, schoals, children’s playgrounds and premises difficult to

police.

Ownership of premises where gambling is conducted

40 (1) Provinciai licensing authorities may deem that premises are unsuitable for the
~ conduct of gambling operations by reasori of ownership by'a person who is unqualified or
disqualified to hold a gambling licence.

(2) In all cases in which the premiSes in or cn which the gambling operation for
which a licence is sought are not whoily-owned by the applicant, the applicant must
furnish to the provincial licensing authority a statement of the name and address of the
owner or owners of such premises, a copy of all agreements whereby the applicant is
entitled to possession of the premises, andwsuch other information as the provincial
licensing authority may require. ;

(3) In all cases in which the premises are partly owned by the applicant, the
applicant must furnish to the provincial licensing authority complete information pertaining
to the interest held by any person, including interest heid under any mortgage, deed or
trust agreement, or other device whatsoever, tbgether with such other information as the
provincial licensing authority may require.

- (4) Every licensee must furnish to the provincial licensing authority complete
information pertaining to any change of ownership of the premises or of any change of
any interest in the premises in or on the licensed gambling is operated within thirty days of
becoming aware of such a change.
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Operation of limited payout machines must not be the primary business

41 (1) An application for a site operator licence may only be granted if the opéeration of
the limited payout machines is incidental to the primary business conducted at the = -
premises.

(2) In determining whether the applicant’s proposed operation of limited payout
machines is incidental to the primary business at particular premises, the provincial
licensing authority may consider some or all of the following factors:

| (a) The floor space used for the limited pavout machines as compared to the
floor space used for the primary business

(b) ~ The investment in the operation of the limited payout machines as

compared to the investment in the primary business

(c) The time required to manage or aperate the limited payout machines as

‘compared to the time required to manage or operate the primary business

(d) The gross revenue generated by the limited payout machines as compared

to the gross revenue generated by the primary business

(e) Whether a substantial portion of the financing of the business as a whole

has been provided in exchange for the right to operate limited payout
machines on the premises

(f) Other factors, including but not limited to the establishments name, the

establishment's marketing practices and the public’s percéption of the
business. |

Supervision and location of limited payout machines

42 A licensee must maintain adequate control and supervision of all limited payout
machines during hours of operation and must not increase the number of limited payout
machines or change the location of any limited payout machine without the prior approval
6f the provincial licensing authority.

‘Layout of site

43 (1) Upon application for a site operator licence, an applicant must submit with the
application a clear énd legible diagram, together with photographs of the exterior and
interior of the business and a meaningful narrative written description of the primary
business. _ _ )

(2) The diagram mus.t be representative, proportional, including specific reference
to the size of the premises through the use of detailed measurements. The diagram must
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depict the number of limited payout machines to be exposed for play and their location
within the establishment in a manner which must provide adequate supervision of each
limited payout machine and which must depict: '
(a)  An unobstructed view of each limited payout machine from the point of
. supervision
(b)  Any mirrors necessary to maintain adequate supervision
(c)  Any video surveillance equipment that will be used for supervision
(d)  The location of any recreational, non-gambling arcade or amusement
games or devices at an establishment where there is access to persons
under the age of 18 (eighteen). The lacation of these must be sufficiently
separated from any limited payout machines to deter loitering near the
gambling area by persons under the age of 18 (eighteen).

Hours of operation -
44 (1) in granting a site licence the provincial licensing authority may, after taking into
account the situation of the site, determine and iimit the hours of operation of the site.

(2) The provincial iicensing authority may, if good cause shown license the

operation of limited payout machines outside the normal hours of operation of the primary
business.

Licensing process for site operators

45 The process to be followed by provincial licensing authorities in granting site
operator licences must provide for the following as provided for in

regulations 17-26:

(a) Publication of a notice calling for applications for site operators

(b) Issue of the Request for Applic:atxon (RFA)

(c) Clarification of Request for Application (RFA)

(d) ~ Publication of a notice of intention to apply for a site operator licence or

| receipt of an application for a site operator licence

(e)  Submission of applications to the provincial !lcensmg authority

(f) Public inspection and objection

(g) Investigation and evaiuation -

(h)  Public hearings where applicable

(i) Deliberation and selection

() lssuing ofalicence.
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Contents of the application for a site operator licence

46  The information requested by a provihcia! licensing authority must contain at least

the following:

(a)
(b)
(c)
(d

(e)

#

Q)

(h
M

0

o

)

(m) -

(n)

(o)

The name, address and other relevant details of the applicant
A description of the form of the enterprise

Company registration certificate or number (if applicable)

A deiailed descripiion of ine primary ousiness conducied at tne premises
Details of ownership of the business conducted at the premises
Tax details, including proof of registration or application for VAT, PAYE,

'Regional Services Council levies and income tax, including a valid tax

clearance certificate (if required) if already registered

Details of ownership of the premises, and/or agreements whereby the
applicant is entitied to:possession of the premises subject to the application
Diagram, photographs and description of the site layout

Site location plan ‘

Confirmation of payment of prescribed fees

_ Release autharisations to conduct background mvestigatlons

A copy of the licence for the principal business conducted at the site
Personal declaration forms of the applicant, the enterprise of the applicant,
its owners, directors and officers

Copies of prescribed notices

Additional information as specified in sub-reguiation 41.

Evaluation criteria for licensing srta operators _

47  Atleast the following criteria must be considered dunng the evaluation of
applications for site operator licences:

(1) The provinciél licensing authority must undertake a proper _evaluation and

adjudicating process based on the evaluation and selection criteria contained in the RFA.

(2) This process must be transparent and fully documented.

(3) At least the following criteria must be considered during the evaluation of -

applications for route operator licences:

(@)

- ()

Qualification to hold a licence in ‘terms of natlonal and pmvmcual acts,
regulations, rules and standards '
Suitability of applicant and key persons
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i Good character and integrity
ii. Compliance with the law
iil. Criminal history and prior convictions

iv. Solvency history -
V. Associations with unsuitable persons
" Vi, Licensing history
vil, Taxation history

(c)  Evaluation in terms of the provisions of regulation 41

{d)  Suitability of premises with regard to the proposed #ayt;ut and the location
of the site and other factors deemed rélevant by the provincial licensing
authority - | | |

(e) The extent to which the applicant is able to demonstrate the achievement
of Black Economic Empowerment through ownership and Operatzon of the
business. '

PART 4 ~ APPLICABLE TO THE LICENSING OF INDEPENDENT
SITE OPERATORS

CHAPTER 5

Maximum number of machines

43 An independent site operator must make available for play only the maximum
number of limited payout machines authorised in terms of its licence, but in any event may
not operate more than a maxrmurn of forty machines as prowded forin terms of the
national regulations. ' '

Accounting records _ .
49  Provincial licensing authorities must require licensees to compi-y with the following
minimum requirements: . _ _ s, __ _
(1) The provincial licensing autharity must unhertake a proper evaluationand -
adjudicating process based on the evaluation and selection criteria contained in the RFA.
(2) This process must be transparent and fully documented. _
(3) At least the following criteria must be considered during the evaluation of
applications for independent site operator licences:
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(a)

(b)

(c)

Keeping of accurate, complete, legible and permanent records of all its
transactions, conforming to generally accepted accounting practice
Performing at least on a monthly basis reconciliation between metered
revenue readings and cash collections e TR
Keeping of records required by the licensee's approved systern of internal

~_control.

Minimum Internal control standards

50 (1) It mustbe a requirement that a l:censee must estabhsh and maintain minimum

standards with regard to administrative and accounting proce.dure_s for the purpose of

determining the licensee's liability for fees, levies and taxes and for the purpose of

exercising effective control over regulatory matters pertaining to the business of the

licensee.

(2) The procedures must be designed to ensure that:.

(a)
(b)
(c)

@

(e)

Assets are safeguarded .

Financial and operational records are accurate and reliable
Transactions are performed only in accordance with management’s
general or specific authorisation - _
T_ransactions are recorded accurately to permit proper reporting of

‘gambling revenues, levies and taxes

Functions, duties and reéponsibiiities are appropriately segregated and
performed in accordance with sound practices by competent, appropriately
qualified personnel.

(3) Prior to being granted approval to start operations an appllcant must subm:t its

system of minimum internal controls for approval to the provincial licensing authonty.

(4) The submission of the system of minimum internal controls must comprise a

detailed description relating to administrative and accounting procedures including:

(a)
(b)

(c)

(@

. An organisational chart depicting segregation of functions and
- responsibilities- |
A description of the duties and responsibilities of each position shown on

the organisational chart
A letter from an independent practising chartered accountant stating that

the system of internal control has been reviewed by the accountant and

complies with the above requirements

A licensee wishing to amend its approved syste'm of minimum internal

controls must, prior to implementing such amended system, Submit to the
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provincial licensing authority a copy of the revised system of minimum
~internal controls for approval. s - e

lnternal audit function

51 .. ltis a requirement that an independent site operator licensee must estabhsh and
malntaln an internal audit function that must be responsible for, without fimitation, the
following: _
(@)  The review and evaluation of the adequacy of internal controls
" (b) - Monitoring the licensee's compliance with the minimum internal control
- standards and other provisions in terms of national and provinciai legislation
~{c)  The reporting to the boa;d of directors or committee thereof, executive
- management and the provincial licensing authority of instances of non-
compliance with such minimum mtemai control standards or any national or
provincial legislation ' '
{d) The reporting to the board of dsrectors or committee thereof executive
- management and the provincial licensing authonty of any material
-~ weaknesses in the system of internal control
(e)  The recommendation to management of procedures to eliminate any
~~ material weaknesses in the system of internal control: and

(f The preparation and maintenance of repods documentlng the information
- referred to above. ' S

Audited ﬁna_ncia_l s_tatefn_a_nts _

- 52 . (1) Each licensee must submit to the provincial licensing authority a copy of its
~ audited annual financial statements, and ar_i‘y reports communicating the results of the audit
within such period as required by the provincial licensing authority.

(2) The provincial licensing authority may request additional information or
‘documents from either the licensee or the auditor of the licensee, through the licensee,
-regardlng the financial statements or the services performed by the audrtor

Cost of momtormg representations and comrmtments

53 It must be a condmon for granting an independent szte operator licence that
applicants commit thernseives to bearing the reasonable cost of monitoring by the
_provincnal hcens:ng authont:es that the representations and commitments made in their
applications, inter alia, with regard to economic empowerment and Black Economic
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Empowerment, are being complied with and this includes compliance with the relevant
provincial legislation. ' '

‘Licence to be issued to companies only

54 Where the independent site operator apphes to own and operate more than five
- machlnes the applicant must be a oompany registered in terms of the Companies Act (Act
No. 81 of 1973).

Unsu:table locations

_55 (1) A provincial licensing author:ty may deny an application for an mdependent site
Operator licence if the provincial licensmg authority deems that the place or lacation for
which the licence is sought is unsmtable for the conduct of such gambling.
(2) Without limiting the generailty of the foregomg, the following places ar locations
may be deemed unsuitable:
(a) Premises mconsnstent with national and provincial gambling legistation
- (b)  ‘Premises located in a place where gambling is contrary to valid zoning
rights | | a o
(c) Premises lacking adequate supervision or surveillance
(d)  Any other premises where the conduct of gambling would be inconsistent
with the public policy of the Republic ;
(e) Premises on which a site is Iocated are accessible to persons under the
age of enghteen | '
h Premises that may result in probiem gambling
(3) In considering the suitability of pfemises the provincial licensing authority may
take into account the si_tuatidn such premises whether they are within the immediate
' _viCihity of churches and the like, schools, children’s playgrounds and premises difficuit to
police. '

Ownership of premises where gambling is conducted
56 (1) Provincial licensing authorities may deem that premises are unsuitable for the
conduct of gambling operations by reason of ownershlp by a person who is unqualifi ied or
disqualified to hold a gambiing licence. ;

(2) In all cases in which the premises in or on which the gambling operation for
which a licence is sought are not wholly-owned by the applicant, the applicant must
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furnish to the provincial licensing authority a statement of the name and address of the
owner or owners of such premises, a copy of all agreements whereby the applicant i is -
entitled to possession of the premises, and such other information as the provincial
licensing authority may require.

(3) In all cases in which the premises are partly owned by the applicant, the
applicant must furnish to the provincial licensing authority complete information pertaining
 tothe interest held by any person other than the applicant, including interest held under
any mortgage, deed or trust agreement, or other device whatsoever, together with stich
other information as the provincial licensing authoﬁty may require.

(4) Every licensee must furnish to the provincial licensing authcnty complete _
information pertaining to any change of ownership of the premises or of any change of
any interest in the premises in or on which the hcensed gambllng is operated w:thln 30
days of becoming aware of the change '

Supervision and location of limited payout -machines _
57 A licensee must maintain adequate control and supervision of all limited payout
machines during hours of cperatuon and must not increase the- number of limited payout

machines or change the location of any limited payout machine without the prior approvat
of the provincial licensing authority.

Layout of site

58 (1) Upon appllcaticn for an mdependent sate operatcr Ilcence an app!icant must
submit with the application a clear and legible dlagram together wnh phctographs of the
- exterior and interior of the busmess and a meanmgfu! narratwe wntten descnption of the
primary business. _
(2) The diagram must be representatlve pmportronal includmg spec:f ic refea:ence
to the size of the premises through the use of detailed measurements. e
(3) The diagram must depict the number of limited payout machines to be exposed
for play and their location within the establishment in a manner which must provide
adequate supervision of each limited payout machine and which must depict::
(& An unobstruc_ted view of each Iimited: p_ayc,u_t machine from the point of
~supervision ) | L5 g m
(b)  Any mirors necessary to maintain adequate .superyi'.sion
(c) Any video surveil_lance equipment that will be used for supervision -
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(d) The location of any recreational, non-gambling arcade or amusement
games or devices at an establishment where there is access to persons
under the age of 18 (eighteen). The location must be sufficiently separated
from any limited payout machines to deter loitering near the gambling area
by persons under the age of 18 (eighteen).

Hours of operation

59 (1) In granting an independent site licence the provincial licensing authority may,
after taking into account the situation of the site, determine and limit the hours of operation
of the site. - _ _

(2) In this regard, the provincial Iicensing authority may only licence operation of
limited payout machines outside the normal hours of operation of the primary business
upon good cause shown.

Licensing process for independent site operators

60 (1) An independent site opérator licence application will Be in a form specified by
the provincial licensing authority. '
~ (2) The process to be followed by provincial licensing authorities in granting

independent site operator licences must provide for the following as. provided for in
regulations 17-26. .

(a) - Publication of a notice caliing for applications for independent site

- operators ' | -

(b) Issue of the Request for Application (RFA)

(c) Clarification of Request for Application (RFA)

(d)  Publication of a notice of intention to apply for a route operator licence

()  Submission of applications to the orovingial licensing authority

(f Public inspection and objection . | | '

(9 Evaluation and investigation

. (h) - Public hearings
(i) Deliberation and selection
() Issuing of a licence certificate.
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Contents of the application for an independent site operator licence
61 .. The information requested by a provincial licensing authority must contain at least
the following: _
(@)  The name, address and other relevarit details of the applicant
(b) A company registration certificate or number
{c)  Personal declaration forms or business declaration forms of all persons
owning directly or indirectly more than five percent of equity of the applicant
and all key employees '
(d)  The criminal history, if any, of the appircant the enterprise of the appncant
 its owners, directors and officers
(e)  Detailed financial statements including full description of significant assets
' and liabilities (where applicable) .
_ () Tax details, including proof of registration or appiication for VAT, PAYE,
o Regional Services Councl! levies and income tax, including a valzd tax
clearance certificate (if required), if already registered
(@)  Details of gambling related licences held anywhere in the world and of
pending and unsuccessful applications
(h)  Details of the solvency history of the applicant
()  Adetailed business plan |
)] Detailed financial projections in line with the attached proforma
- documentation
(k)  Details of ecanomic empowerment and community benefit plans
)] Release authorisations to conduct background mvestlgat!ons
(m) -Confirmation of payment of prescribed fees
(n)  Copies of prescribed notices.
(0)  Details of ownership of the premises, and/or agreements whereby the
applicant is entitled to possession of the premises subject to the application
(p) | Diagram, photographs and description of the site layout
(q) Site location plan
(r) A copy of the licence for the principal business conducted at the site (if
applicable) L
(s)  Additional information as specified in sub-regulation 41. (if applicable)
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Evaluation criteria for licensing independent site operators

62 (1) The provincial licensing authority must undertake a proper evaluation and
~ adjudicating process based on the evaluation and selection criteria contained in the RFA,
This process must be transparent and fully documented.
(2) At least the following criteria must be considered during the evaluation of
applications for independent site aperator licences:
(a)  Qualification to hold a licence in terms of national and provincial acts,
regulations, rules and standards
{(b) Suitability of applicant and key persons
i.  Good character and integrity
ii. Compliance with the law
iii.  Criminal history and prior convictions
iv.  Solvency history
v. Associations with unsuitable persons
vi.  Licensing history
vii.  Taxation history
(c) Business plan
i.  Viability and financing of the project
i.  Financial resources or access thereto
iii. Experiencé and expertise in gambling
iv.  Management competence
v.  Suitability of the source of funding
vi. Acceptability of key assumptions used in financial projections-
vii.  Promotion of national objectives regarding responsible gambling
vii.  Revenue benefits from taxes and levies
(d)  Economic empowerment ahd community benefits
i Level of local participation
ii. Promotion of small, medium and micro enterprises
iii. Job creation
iv. Community benefits to be derived from the operation
(e)  The extent to which the applicant is able to demonstrate the achieverment
- of Black Economic Empowerment
i The extent to which historically disadvantaged individuals are
represented in the management structure of the business
ii. The extent to which historically disadvantaged individuals hold
equity in the business ' |
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iii. The exfent to which services, suppiiers etc. will be provided by firms
owned and operated by historically disadvantaged individuals
iv.  Plans to educate and transfer skills to historically disadvantaged
individuals
(0 Suitability of the premises with regard to the proposed layout and the
location of the site and other factors deemed relevant by the provincial
licensing authority
(g) Evaluation in terms of the provisions of regulation 41 (if applicable)
(h)  Affirmative action and employment equity.

PART 5 — APPLICABLE TO THE PROVINCIAL -LlCENSlNG
AUTHORITIES

CHAPTER 6

Monitoring function

63 The provincial licensing authority must have in place a monitoring function and
supporting structures that will be used to ensure that undertakings contained and made in
the applications for licenses are being met.

Procurement of financiai and controlling interests in licensees

64 Provincial licensing authorities must have provisions in place whereby any
procurement of a financial or controlling interest of five percent or more in the business to
which a licence relates would be required to apply for the consent of the relevant -
provincial licensing authority.

-Taxes and levies

65 The provincial licensing authority must put in place measures to ensure complete
and timeous collection of taxes/levies.

CHAPTER 7

Title and commencement

66 These regulations shall be called the National Gambling Regulations on Limited
Payout Machines and shall come into operation on the date of promulgation thereof.
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