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Gambling Working Party - new regulations for the distribution of class 4 
(pokie) gambling grants to communities 

 
File No.: CP2014/14759 
 

Purpose 
1. To report back on a gambling working party’s deliberations regarding new government 

regulations to control the distribution of grants from class 4 (commonly known as “pokie”) 
gambling, and present recommendations based on feedback from the working party. 

Executive summary 
2. The Minister of Internal Affairs has recently acquired the power to make new regulations 

specifying the amount of class 4 grants money that must be returned to the area from which 
it came, and to set out how areas will be identified and defined for that purpose  

3. The Minister recently announced that regional council areas will be used as the areas into 
which grants must be distributed, and the rate of return to those areas will be 80%. New 
regulations implementing that decision are expected to be issued later this year. 

4. A gambling working party, established by minute REG/2013/10, has reviewed information 
regarding class 4 gaming machine proceeds in Auckland, and the current rate of return of 
class 4 grant money by local board area. 

5. The new regulations could increase the amount of grant money flowing to community and 
sport groups in Auckland as a whole, but there are significant inequities in the distribution of 
class 4 grants within the region that the Minister’s proposal would not overcome. 

6. The working party has developed a proposal which would address those inequities by 
defining areas, within Auckland, for the return of class 4 gambling grants. 

Recommendation/s 
That the Regional Strategy and Policy Committee: 

a) endorse the working party’s proposal to define areas within Auckland, as presented in 
the appended map, whereby a proportion of grants derived from the proceeds of class 
4 gambling in those areas would be returned to them 

b) endorse the option of advocating for a 90 percent return of grant money to the defined 
areas, instead of the 80 percent currently proposed by the Minister of Internal Affairs 

c) endorse the option of advocating for a different rate of return to the area identified as 
CGI on the map (comprising the City Centre and Gulf Islands), of either 40 percent or 
45 percent 

d) delegate to the chair of the Regional Strategy and Policy Committee to write to the 
Minister of Internal Affairs advocating that the proposed regulations be amended in 
accordance with the committee’s response to recommendations (a) to (c) above 

e) note that the grants data for Auckland will be published on a web portal 

f) note that the findings of the working party will be reported to local boards. 
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Background 
7. In 2012 Auckland Council made a submission to the commerce select committee on the 

Gambling (Gambling Harm Reduction) Amendment Bill (also known as the “Flavell Bill”). A 
core purpose of the Flavell bill was to address a perception that Māori and Pasifika 
communities are “…disproportionately targeted and often severely harmed” by electronic 
gaming machines.  Among other things, the bill sought to: 

“…return at least 80% of (the) funds generated by gamblers’ losses on local pokie 
machines back into the charitable organisations that are meeting priority needs in 
the same local authority area as the venue and within the same local authority 
ward, local board subdivision, or community board area.” 

8. Auckland Council’s submission was developed by a working party of councillors, local board 
and Independent Māori Statutory Board members [minute RDO/2012/76]. The final 
submission was endorsed by the Governing Body [minute GB/2012/105]. The submission 
supported the intention of the bill to make the distribution of proceeds from class 4 gambling 
fairer and more transparent, but did not support the mechanism proposed by the bill – which 
would have involved local authorities directly in the distribution of funds.  

9. The bill was enacted on 13 September 2013 as the Gambling (Gambling Harm Reduction) 
Amendment Act. It did not specify a rate of return or define the areas into which class 4 
grants funding must be returned in legislation; instead it provided the Minister of Internal 
Affairs with new powers to make regulations for those purposes. 

10. During the 2013 local government election period, the Department of Internal Affairs issued 
a consultation document on proposed changes to the regulation of class 4 gambling, 
including those matters.  

11. Council staff submitted feedback on behalf of council, based on the earlier submission 
regarding the Flavell Bill, which had proposed that “gambling policy areas” should be 
established within Auckland, but it did not propose what those areas might be. Auckland 
Council’s submission on the regulations therefore asked that the Minister defer making a 
decision to allow local authorities time to consider the issues. 

12. On 5 December 2013, the Regional Strategy and Policy Committee endorsed that 
submission and established another working party, similar in composition to the earlier one 
[minute REG/2013/10]. The working party’s purpose is to develop council responses to 
government proposals to reform the class 4 gambling sector, including: 

i) developing a definition of areas and rates of local return for Auckland, in anticipation 
that the Minister may seek further input on this matter 

ii) respond to any further consultation documents on changes to existing regulations that 
may be forthcoming 

iii) inform the development of a submission on further changes to gambling legislation 
agreed by cabinet. 

g) The gambling working party met on 9 May, to consider the definition of gambling grant return 
areas for Auckland, and again on 16 June 2014 to consider the current distribution of grants 
funding by Local Board Area.  

h) Between those two meetings, on 20 May 2014, the Minister of Internal Affairs announced, 
that the new regulations will come into force around September 2014 and that  

“Societies will… have to distribute 80 per cent of gaming machine net proceeds in 
the same regional council area in which the proceeds were generated.”  

13. The working party had considered and agreed on a definition of areas at its first meeting, 
prior to the Minister’s announcement.  The working party did not agree that using regional 
council areas as the basis for returning class 4 grants to the communities of origin was 
appropriate for the Auckland region, given the size of each area. 
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Identifying areas 

14. At its first meeting the working party first agreed to criteria for defining grant return areas 
within Auckland, which were that areas should be: 

i) contiguous and based on local board boundaries 

ii) similar in terms of Gaming Machine Proceeds (GMP) per head and average 
deprivation index 

iii) maintain existing licensing trust boundaries 

iv) identify and resolve significant equity issues or disparities (outliers). 

15. Staff presented a chart showing the relationship of GMP per capita to deprivation index for 
all local boards in Auckland (Attachment A). 

16. The central city area was identified as an outlier and charted separately because it is 
distinctly different, in terms of both deprivation index and GMP per capita, from the rest of 
the Waitemata local board area.  

17. It is likely that a large share of GMP generated in the City Centre is acquired from visitors 
and non-residents. It would follow that a larger share of grant money generated in the City 
Centre should be distributed across the region rather than being returned to this area. 

18. Great Barrier Island is also an outlier, as it is the only local board area that has no class 4 
venues and generates no GMP. 

19. Otherwise the chart shows a clear correlation between GMP per capita and deprivation: 
class 4 venues generate more funding in poorer communities, compared to wealthier ones. 

Proposed areas 

20. On the basis of the agreed criteria, the chart and its underlying data, the working party 
agreed on a proposal for creating seven areas within Auckland to which the grants derived 
from class 4 gambling in those areas should be returned. The grouping maintains a similar 
correlation between GMP per capita and deprivation to that which already exists at local 
board level. A map of the proposed areas is appended (Attachment B). 

21. Staff subsequently produced a chart of non-club GMP per capita and deprivation index, 
according to the proposal, showing how the proposed groupings maintain a similar 
correlation between GMP per capita and deprivation index to that which exists among local 
boards (Attachment C).  

22. The working party made one amendment to a draft proposal that had been developed by 
staff. The initial proposal included separate area comprised of the Devonport-Takapuna and 
Kaipatiki local board areas. This group was amalgamated with the Rodney, Hibiscus and 
Bays and Upper Harbour group to form a new group and is shown as NOR on the map.  

23. The table below shows how the proposed grouping of contiguous local board areas provides 
a broad parity in terms of GMP per capita and deprivation index. 
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Areas Local Boards GMP per capita Avg dep index 

Northern 
(NOR) 

Hibiscus and Bays $106.86 3.4 
Rodney $88.73 4.0 
Upper Harbour $137.33 3.0 
Devonport-Takapuna $75.24 3.4 
Kaipatiki $174.75 4.7 

NOR Total $120.20 3.7 

Western 
(WST) 

Henderson-Massey $140.49 6.7 
Waitakere Ranges $109.77 4.3 
Whau $131.49 6.5 

WST Total $131.13 5.8 

CBD and Gulf 
Islands 
(CGI) 

CBD $636.91 7.4 
Waiheke $90.74 6.8 
Great Barrier - 9.0 

CGI Total $499.75 7.8 

Isthmus 
North(INO) 

Waitemata (exc. CBD) $33.02 3.9 
Orakei $44.19 2.7 
Albert-Eden $101.30 5.1 

INO Total $65.99 3.9 

Isthmus 
South(ISO) 

Maungakiekie-Tamaki $232.90 7.2 
Puketapapa $62.05 5.9 

ISO Total $159.33 6.6 

South-South 
East(SSE) 

Howick $160.20 3.6 
Franklin $103.22 3.9 

SSE Total $140.86 3.8 

The Southern 
Initiative 
(TSI) 

Mangere-Otahuhu $221.35 8.9 

Otara-Papatoetoe $263.92 8.6 

Manurewa $195.69 7.5 

Papakura $252.18 6.8 

TSI Total $230.52 7.9 

 

24. According to the cabinet paper which sought approval for the new regulations, the regional 
council areas were selected because: 

“This option will allow societies more flexibility than a (territorial authority) 
definition in choosing how to distribute their funding. Smaller rural communities 
can apply for grants from a wider pool of money. Larger organisations that 
operate across TA boundaries will better be able to access funding. National 
organisations will be able to access funding for purposes that benefit specific 
regions. 

“A disadvantage of this option is that there will be less certainty that the 
geographic distribution of grants will closely match where the funding was 
raised…” 

25. However, neither the cabinet paper nor its accompanying Regulatory Impact Statement 
mentioned Auckland specifically. Neither suggests that Auckland might be treated differently 
from the rest of New Zealand, because of its population size. 

26. The grouping proposed by the working party creates areas, within Auckland, that are similar 
in population size to regional council areas elsewhere in New Zealand. The smallest of the 
proposed grant distribution areas (CGI) has a larger population than the smallest regional 
council (Westland), and the largest of them (NOR) is only exceeded in population size by the 
Waikato, Wellington and Canterbury regions.   

27. Based on these proportions, the proposed areas would achieve the same outcomes, within 
Auckland and for New Zealand as a whole, which the Minister sought when he chose 
regional council boundaries to define class 4 grant return areas. 
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Rates of local return for grant monies 

28. The gambling working party had an opportunity to review the current distribution of grant 
money by local board area in the Auckland region, but did not offer specific feedback on the 
Minister’s proposal to choose a rate of return of 80% to the identified areas. 

29. Obtaining robust information to analyse the current distribution of class 4 gambling grants 
money posed significant problems. On the matter of the quality of grants data, the 
Regulatory Impact Statement accompanying the Minister’s cabinet paper noted that: 

“While the Department (of Internal Affairs) has assessed the impact of different 
options on the sector, the analysis in this RIS is constrained by the lack of 
information on… the geographical distribution of grants by Class 4 gambling 
operators.” 

30. Current regulations require that the class 4 operators which distribute grants must publish 
the details of grants applications received on their individual websites, at least every six 
months, including whether or not a grant was made and the amount granted in each case. 
There is no requirement for a government agency to collect this information, so it cannot be 
obtained under the Official Information Act.  

31. The Problem Gambling Foundation (PGF) has collected the information from websites and 
other publications since 2004 and it was willing to share this with council. However the data 
comprised only the name of the class 4 operator; the name of the recipient; the amount of 
the grant, the local authority area (or areas) where the grant was applied; and the general 
purpose for which the grant was made. 

32. Council staff obtained the complete database from PGF and applied a variety of techniques 
to identify where grants had been distributed in Auckland – principally by matching the data 
with information from the companies office register of incorporated societies and charitable 
trusts. 

Current class 4 grant distribution by local board 

33. A chart was produced showing the relationship between deprivation index and the 
percentage return of grants per capita for the 2012 calendar year (Attachment D). 

34. The chart provides some evidence that poorer areas tend to get a lower share of grants than 
the others.  This is caused largely by a cluster of four local boards with an average 
deprivation level above 7 and low grant returns: Mangere-Otahuhu, Otara-Papatoetoe, 
Manurewa and Maungakiekie-Tamaki. 

35. Another key feature of the chart is the wide range of rates of return among the local boards 
with an average deprivation level below 7. These range from 32% (Howick) to 176% (Albert-
Eden), showing a great deal of variability in the amount of class 4 grant funding returned to 
the areas, regardless of deprivation level. 

Current class 4 grant return to Auckland as a whole 

36. The data also showed that, for the 2012 calendar year, the rate of return of grants to 
Auckland as a whole was 70%. The GMP for the whole region was $214.6 million, meaning 
that the grants available should total $61.6 million, when calculated at 41% of GMP, which is 
the industry average. 

37. On this basis, Auckland will have made donations totalling $26.4 million to other places in 
New Zealand – a contribution of more than $18 each, for every person in the region. 

38. Regardless of whether the Minister would accept a proposal to create grant return areas 
within Auckland, the current proposal to lift the rate of return to 80% should provide some 
benefit to Auckland as a whole. 
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Distribution by proposed class 4 grant return areas 

39. Another chart shows how the proposed areas would distribute pokie grant funding within 
Auckland under two scenarios: 80% return and 90% return per area (Attachment E). 

40. The higher percentage return rate provides a greater benefit, in terms of total funds returned, 
to the poorer areas that have the highest GMP.  However it would also constrain the amount 
of funding available for redistribution within the region, and limit the amount of funding 
available for regional and national organisations. 

41. The table below indicates the amounts of money that would be involved, based on 2012 
grants data. 

Return Area
GMP

2012

Grants 

(41% GMP)
Local 

Regional 

or National
Local

Regional 

or National

CGI 18,414,498$    7,549,944$     6,039,955$    1,509,989$    6,794,950$    754,994$       

INO 14,229,205$    5,833,974$     4,667,179$    1,166,795$    5,250,577$    583,397$       

ISO 19,753,154$    8,098,793$     6,479,034$    1,619,759$    7,288,914$    809,879$       

NOR 32,634,728$    13,380,238$   10,704,191$  2,676,048$    12,042,214$  1,338,024$    

SSE 27,549,194$    11,295,170$   9,036,136$    2,259,034$    10,165,653$  1,129,517$    

TSI 63,341,969$    25,970,207$   20,776,166$  5,194,041$    23,373,186$  2,597,021$    

WST 38,289,865$    15,698,845$   12,559,076$  3,139,769$    14,128,960$  1,569,884$    

AKL total 214,212,612$  87,827,171$   70,261,737$  17,565,434$  79,044,454$  8,782,717$    

Return 80% grants Return 90% grants

 

Different rate of return for CBD and gulf islands group 

42. A final chart provides a scenario in which the area comprising the CBD and gulf islands 
group (CGI) would obtain a return commensurate with that of other areas (Attachment F).  

43. The scenario is based on half the rate applied to the other areas (i.e. 40% or 45%), allowing 
a higher remainder (of 60% or 65%) from the CGI group to be distributed to regional and 
national organisations. This reflects an assumption that a large share of proceeds generated 
in the CBD come from non-residents and visitors to that area – and therefore a larger share 
of the grant money generated in the CBD should be redistributed to other areas. 

44. The table below indicates the difference this would make in monetary terms. 

Return Area
GMP

2012

Grants 

(41% GMP)
Local 

Regional 

or National
Local

Regional 

or National

CGI 18,414,498$    7,549,944$     3,019,978$    4,529,966$    3,397,475$    4,152,469$    

INO 14,229,205$    5,833,974$     4,667,179$    1,166,795$    5,250,577$    583,397$       

ISO 19,753,154$    8,098,793$     6,479,034$    1,619,759$    7,288,914$    809,879$       

NOR 32,634,728$    13,380,238$   10,704,191$  2,676,048$    12,042,214$  1,338,024$    

SSE 27,549,194$    11,295,170$   9,036,136$    2,259,034$    10,165,653$  1,129,517$    

TSI 63,341,969$    25,970,207$   20,776,166$  5,194,041$    23,373,186$  2,597,021$    

WST 38,289,865$    15,698,845$   12,559,076$  3,139,769$    14,128,960$  1,569,884$    

AKL total 214,212,612$  87,827,171$   67,241,759$  20,585,412$  75,646,979$  12,180,192$  

Return 80% (CGI 40%) Return 90% (CGI 45%)

 

45. This variation distributes a higher total sum for redistribution within the Auckland region and 
to regional and national organisations, under the 80% or 90% rates of return. With a 90% 
rate, it also ensures that high-deprivation areas receive a substantially higher level of class 4 
grant funding than they have in the past. 

Next Steps 
46. The recommendations in this report reflect a view that the Minister’s proposed regulations do 

not provide for the intended outcome of producing a fairer and more equitable distribution of 
class 4 grants funding, within Auckland.  
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47. The Minister is not under any obligation to receive further information or advice from 
Auckland Council. However until the regulations are actually promulgated, there is still an 
opportunity to advocate for a change of position, especially if the government does not move 
to confirm the regulations until after the forthcoming general election. 

48. Advocacy activities might include:  

 a letter from chair of the Regional Strategy and Policy Committee to the Minister of 
Internal Affairs, expressing Auckland Council’s position on the matters raised above 

 further letters to individual members of parliament representing the Auckland region, 
and/or to the opposition members of parliament shadowing the Internal Affairs portfolio. 

Other matters 

Publishing Auckland grants data online 

49. The gambling working party has agreed that the grants information compiled to inform its 
deliberations should be published on an interactive web portal, to assist central government 
policy-makers as well as community groups, researchers, philanthropic organisations and 
the public to obtain a better appreciation of where grants are distributed in Auckland, and for 
what purposes. 

Local board views and implications 

50. Local Board members were represented on the gambling working party. The information 
presented in this report will be reported to Local Boards that wish to receive it. 

Maori impact statement 

51. The local board areas with a high proportion of Māori residents are among the most 
deprived. They are also the areas that produce the highest amounts of gaming machine 
proceeds, and receive a smaller share of the grant money they produce than other areas.  

52. Within the Auckland region, the proposed new regulations are unlikely to achieve the original 
objective of the Flavell bill. They provide no assurance that Māori (and Pasifika) 
communities will receive an equitable share of the pokie grant revenue they produce. 

Implementation 
53. The recommendations will incur no additional implementation costs. 

Attachments 
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A  Non-club GMP per capita vs average deprivation index 23 

B  Map of proposed grant return areas 25 
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E  Proposed areas: annual return per capita (80% or 90%) 31 
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