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1. Introduction

(i) AGMMA

The Australian Gaming Machine Manufacturers Association (“AGMMA”)
represents the manufacturers of gaming machines in Australia. AGMMA's
members and associate members are:

FULL Membership ASSOCIATE Membership

Vidco Distributors Bally Gaming Australia

Konami Australia Magnetic Design Systems
IIIII IGT Australia Ainsworth Game Technology

Video Lottery Consultants (VLC} | Mikohn Gaming Australasia
Avistocrat Leisure Industries JCM (Japan Cash Machines)

Milwell TAB Limited (Data Monitoring

Services)
Pacific Gaming o

{ii) A Lost Opportunity

AGMMA is disappointed with the draft report issued by the Commission because it
has polarised much of the traditional debate about the gambling industry’s role and
impact at a time when there were useful signs of a trend away from the simplistic
“entirely good / entirely bad” orientation of previous encounters.

One of the principal hopes we held was that the Productivity Commission analysis
would facilitate a move from the simple two-valued polarised view about gambling.

Any analysis that engages in highlighting the other fellow's errors, lack of
understanding, dearth of morality or fortitude, dangerous tendencies and so forth
is confrontational and unproductive.

In an industry that is as pervasive as gambling with its characteristic strongly held
beliefs, pre-conceptions, genuinely held concerns and honestly engaged
advocacy, the simple ‘good’ vs ‘bad’ dialectic is a tempting outcome.

AGMMA believes that it is also the least productive one.

AGMMA'’s disappointment is that the Commission has not transcended it.

The industry is neither wholly bad nor wholly good. In this, it is no different from
hosts of others. An objective analysis should seek to enhance the one and

diminish the other. The simple dialectic of the traditional debating societies is an
impossible method of doing so.
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subscribe to any advocacy of unrestrained expansion. AGMMA members have
always supported, and continue to support, the need for strong regulatory control
and enforcement within a well publicised policy purpose. AGMMA does not have
a monopoly on this, but does make the position claim.

AGMMA make these points in respect of the Commission’s treatment of electronic
gaming machines ("EGMs™}.

(a)

Unsupported Claims

(b)

The draft report carries a number of ‘claims’ about the machines that are not
supported, and in doing so gives credence to the negative attitudes from
which they spring. For example, it has been claimed that “reports from
overseas indicate that Australian-designed poker machines are more
addictive than their US counterparts...”. These ‘reports’ were not cited or
identified in the draft report. They were not cited or identified in the written or
verbal evidence of the author. AGMMA has been unable to find anything that
would support such a grand claim and suspects that it is as false as it is bold.
That the Commission published it without making some check on its veracity
simply confirms a two-valued orientation. If that is the method of attracting
credibility, we could as easily claim that gaming machine accessibility keeps
the divorce rate down, diminishes the incidence of battered wives, rape and
general pillage. Of course, this would be ridiculous to claim sans evidence,
and we would not expect the Commission to give credibility by unquestioned
air-play. We would have expected the obverse to apply.

Incorrect Analytical Approach

(c)

The draft report assumes the utility of a number of concepts in its treatment
of gaming machines. For example, it assumes that “price’, as defined in the
report, is important. Our members live or die on the sword of player
reactions and “price”, as defined, is not one of the determinants for success
of the traditional spinning reel game. This has been known for years within
the ranks of the machine suppliers. Additionally, the Commission relies on
what might generally be termed the cognitive analysts’ approach to
understanding machine play. To the extent that our members had placed
any commercial reliance on these “insights”, they would be out of business.

Sensationalism vs Assessment of Current State of Knowledge

Problem gambling is a serious negative consequence of legalised gambling.
The Commission properly raises it as one of moment. The emphases made
and the “quantifications” of its scope are vaguely based and, in many cases,
guesstimates. We understand the Commission’s difficulty here in the face of
the research industry’s inability to agree on many of the core elements
necessary for a disciplined understanding of problem gambling. However,
we believe the draft report is so imbalanced that it has set back a united
industry approach to helping the wounded. For this reason, above all others,
we see the draft report as a lost opportunity. it has already become a



AGMMA

THE AUSTRALIAN GAMING MACH!NE MANUFACTURERS ASSOCIATION
A.C.N. 080 130 770

catalyst for polarising the “debate”; for halting the coming together of
gambling suppliers and front-line counselling that was starting to emerge.

If the final report is of the same colour and content as the draft, its primary
achievement will be to fill space on library shelves.

(iii) World Population of EGMs

The interests of Australian gaming machine manufacturers have been adversely
effected by the Productivity Commission's draft findings as regulators of the
industry have reacted negatively to the findings and because the perceptions of
the public and the media towards the industry have been influenced by the draft
report.

An example is the incorrect statement, in the draft report, that Australia has 21% of
the world’s gaming machines.

This statement was made without proper research and is clearly wrong as is
evident from the attached TNS study (Annexure 1) commissioned by AGMMA to
respond to the Productivity Commission’s assertion.

The study revealed that Australia has less than 2.4% of the world's electronic
gaming machines).

It is not an answer to state that the Commission relied on Aristocrat’s annual report
and checked with Aristocrat (it is quite evident that the source in question was a
marketing study relating to Aristocrat's style of machines; no evidence of specific
“checking” of ‘global’ EGM numbers has been found at Aristocrat).

It is also not an answer to state that the industry is ‘changing its definition’ of
EGMs (see Annexure 2). This is nonsense.

The Productivity Commission made the bold and deliberately sensationalist
statement about Australia having 21% of the world's “electronic gaming
machines”.

The “industry” did not choose this definition.
The point is that the Productivity Commission made a serious error through poor
research. It should be responsible enough to admit the error and retract it instead

of “ducking and weaving” to avoid embarrassment.

The error requires correction.

Moreover, the issue is simply not relevant to the subject matter of the Report :
what does it matter how many EGMs there are in the rest of world?

The Commission has had ample warning that it erred (see correspondence
attached as Annexure 3 and the AFR article annexed as Annexure 4).

ohenmmercialiacmmatdacumentsiorodcommsuba.doc 4
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It is a severe indictment of a supposedly independent, objective body that, despite
this overwhelming evidence, the Commission has not sought fit to issue a
retraction or correction of a serious mistake that has caused significant and totally
unfounded concern.

(iv) Support of Manufacturing Sector and Australian Exports

AGMMA believes that it is in the interests of Australia to encourage and promote a
strong manufacturing sector, particularly in areas involving electronics and
information technology and particularly in relation to exports.

To this extent, AGMMA anticipates that the Federal Government - and all of its
instrumentalities — will review {and support) industry with a view fo this
fundamental economic goal (among other ctiteria).

In this respect, and in reference to the Commission’s terms of reference, AGMMA
notes that the Commission is directed to have regard to the “economic, social and
regional development objectives of governments”.

There is no statement in the report that it is in the Country’s interest to encourage
a healthy manufacturing sector or exports of EGMs and associated technology — a
significant oversight.

(v) Productivity Commission’s Draft Findings

AGMMA endorses a number of the Productivity Commission’s “draft” findings but
has difficulties with others.

The Findings Endorsed by AGMMA are:

e A number of simple steps can and should be taken to address problem
gambling including providing consumers with more information about the
odds of winning particular combinations and statutory return to player
requirements;

o AGMMA also supports the control of advertising to ensure it is not false,
misleading or deceptive;

+ AGMMA supports the restriction of credit availability;

¢ AGMMA supports the provision of counselling services for problem
gamblers and is in the process of putting together a proposal for a
“Responsible Gaming Education Week” for 2000. Details will be
announced shortly.

The Findings AGMMA has Difficulty with_are:

e Australia having 21% of the world’'s EGMs and the relevance of the
issue;

gicommercialagmmaldocumentsiprodcommsuba.doc 5
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e The specific suggestions of the Commission regarding provision of
information on odds and the analysis of those odds as conducted by the
Commission;

» The Commission’s analysis of “problem gamblers”,
+ The Commission’s analysis of the accessibility issue;
e The Commission’s analysis of internet gambling;

s The Commission’s view of the current regulatory environment of gaming
machine industry.

2. Consumer Protection

(i) Introduction
In Chapter 15 of the draft report, the Commission wrote:

“Consumers may be poorly informed about the nature of the product they are
buying, such as the role of skill compared with chance, and the actual odds of
winning.”

AGMMA agrees with this observation. The notions of ‘return to player’ and its
obverse the ‘venue return’ or ‘price’ are generally not available in the public forum.

This is a deficiency from the consumers’ viewpoint and it ought to be rectified.
There is no reason why such information should be withheld from players of
gaming machines. It is disclosed in fine detail to regulatory authorities as part of
the approval procedures.

(i) Gaming Machines & Disclosure

AGMMA has previously submitted that the disclosure of the “player return” by itself
has the potential to confuse or create false expectations because of the volatility
that occurs in play sessions. Despite this concern, we believe that it is in the
interests of all parties to attempt to properly inform players (and venues) of the
chance-properties of the product that they use.

As a first principle, AGMMA agrees that the information should be ‘“easily
assimilable”.

This is essentially a matter of judgement as to what is sufficient and useful. It
would be pointless, we think, to produce a player information booklet detailing the
full set of calculations for each gaming machine in an effort to describe it — in some
cases this would involve twenty to thirty pages of mathematical calculations.
Excessive accuracy would contribute little to resolving the deficiency.

As a first step in trying to address sufficiency and utility, AGMMA proposes the
publication, for each game and each variety of each game, of an ‘odds card’ in a
format similar to that shown for the hypothetical game ‘Bucephalus’ set out on the

following page.

g\commerciallagmmatdocumentsiprodcommsuba.doc 6
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This is a generic template that could describe any traditional chance game. For
reasons explained below, it would not work well for ‘skil’ games such as draw
poker or blackjack where player choice intermingles with random events during

play.

Game Name: Bucephalus

ODDS TABLES

Chance of the Pnze
happening on a single

Prize Value play-line,
1 chance in;
== 500 10,198
200 to 499 2,669
100 to 199 1,458
50 to 99 450
20 to 49 246
10t019 106
5to9 53
<5 10
Prize Type by Symbol | Chance of the Combination
Combination happening on a single
play-line
1 chance in:
§ Kind 4,784
4 Kind 490
3 Kind 45
2 Kind 9

Overall Chances ¢n a single play-ine

Chance of ANY Prize 13%
Chance of NO prize 87%

The Long-Term Average Player
Return for this game, as approved
by the Regulatory Authority is: 90.31%

Caution

All the values shown are averages. It is likely that
significant variations to these will happen during
any session of play.

If You Bet With Real Dollars, Use Real Sense

gicommerciallagmmatdocumentsiprodcommsuba.doc 7
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iii) Price Information to Players
Poker Machines

The Commission makes the point that players, through fack of information or
understanding, are unable to make choices as to which machine they might prefer
to play. “The problem is accentuated when otherwise identical machines have
different prices”. This raises the issue of ‘informed consent’.

The ‘price’ to the player is defined as “...one minus the player return” (15.12).

An important confusion with this sort of approach can be illustrated by comparing
‘prices’ on actual games that have been licensed for use in New South Wales.

While these machines have different mathematical architectures, the same can be
applied to different ‘prices’ offered using the same game name.

The variations in mathematical architecture between variations of the same named
games are often of the same order as between games carrying different names.

The implication of the major premise is very simply that a machine with a ‘price’ of
7.86 per cent is somehow a beffer one, from a players standpoint, than a machine
with a ‘price’ of .69 per cent.

The subsidiary implication is that a player would be better off choosing the lower
priced machine.

Using the Commission’s approach, it would be said that there is a 23 per cent
difference in the price of the most expensive game compared to the cheaper one.

The Commission went on to say
“It seems reasonable to disclose this...price varation to the consumer,
rather than fo force them fto experiment fo discover it themselves”
(15.12).
The fundamental difficulty with this approach is that there is a strong chance that
the player may make the wrong choice if that choice is simply based on the ‘price’
comparison.

This can be illustrated by reference to two actual games.

Game | Game ll
Pegasus Bucephalus
92.14 Player Return 90.31 Player Return
7.86 ‘Price’ 9.69 'Price’

If the mathematical properties of both games are examined, there is a very
significant volatility factor that will impact.

g\commerciallagmma‘documents\prodeommsuba.doc 8



THE AUSTRALIAN GAMINGMACHN_E VANUFACTURERS AssoaiATIoN

For example, a very simple statistical application enables us to predict what
proportion of players will experience a return greater than 100 per cent over
sample sessions of play of 2,000 games.

For game 1, the cheaper ‘priced’ machine, 34 per cent of players will do better
than 100 per cent — that is, they will have staked 2,000 credits but would win more
than 2,000 credits in the session.

On the higher ‘priced’ machine 37 per cent of players would come out better than
100 per cent. '

Plainly, in this case, the ‘price’ of the machines could be a deceptive criterion for
player choice using the Commission’s approach.

It is true to observe that the proportion of players who will ‘beat’ the game
diminishes as session play increases. For the two games, however, the higher
‘priced’ game will always have a better proportion of players ‘beating’ the game
than the less ‘costly’ one.

Using ‘price’ as defined by the Commission is far too brittle to be useful and/or fair
to players. |t falters on the volatility property present in all gaming machines per
force of the relationship of prize values and the respective frequencies (or
infrequencies) of their occurrence. It rests in the nature of the mathematics on
which the games are based.

[Proportion 1€st - Gaming Machines Table |

Game >>> Centaur Bucephalus Comanche Pegasus Incitatus
No. Plays 2,000 2,000 2,000 2,000 2,000
Standard Deviation 10.57 13.51 7.43 8.59 5.82
Player Return 92.10% 90.31% 90.17% 92.14% 90.50%
> 100 Per cent 36.91% 37.42% 27.70% 34.12% 23.27%

So fundamental is this property to the nature of gaming machines, its impact or
influence is difficult to neutralise when devising a practical disclosure to players.

AGMMA has already submitted its view that using the average payout ratios is
likely to confuse. The ‘price’ ratio is just such a number and we make the same
observation. The ‘price’ ratio is simply the obverse of the average return ratio. It,
therefore, shares exactly the same dubious utility.

In the most primitive form, the odds can be disclosed in tabular form as set out in
table 2 overleaf.

g\commercial\agmma\documents\prodcommsuba.doc 0
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Table 2
Incitatus

Prize Hits One chance in
5000 4 4,569,760
1000 102 179,206
200 1,202 15,207
100 15,815 1,156
50 - 20,809 878
20 343,682 53
10 253,786 72

5 168,496 108

2 1,651,878 11
2400,/ (4 7.4

This sort of disclosure can be made available by game suppliers.

Regulatory authorities in all Australian jurisdictions already receive such
information for each game submitted for approval.

The game described in table 2 is a very simple one with no secondary features.

To issue the same description for the more complex games requires some
interpretation {(dependent on conditional probabilities, for example) and a far more
voluminous set of numbers.

The usefulness of this sort of publication is moot.
There is, of course, a more basic problem with the ‘price’-disclosure approach.

The approach assumes that ‘price’, as defined, is important to players’ choice-
making.

AGMMA views this assumption with some bemusement. To those who think this
is a high order impact issue, AGMMA simply observes that this is not reflected by
player behaviour. It it were important, it might be expected that expenditures on
higher priced machines might tend to a lower level.

This simply does not occur with anything like to pattern that might be expected if
the assumption had value.

For years AGMMA has watched with equal bemusement the attempts by theorists
in their guest to identify the etiologies of player behaviour. Their ‘logical’ starting
points are much removed from reality in which our members do commerce.

Our members market gaming machines to two main categories of ‘consumers’.
those who buy the machines and those who play them.

gcommerciallagmmaidocumentsiprodcommsuba.doc 10
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The latter are by far the more important of the two. AGMMA members do not
concern themselves with price or demand elasticity because they lack moment
and generate little of consequence to successful design and marketing of games.

Regulatory authorities have set boundaries for such indices as player return rates
(and, therefore, ‘price’).

The market (especially the buyers) also has its own expectations. The fact that we
satisfy those sorts of parameters, and happily so, should not be confused as an
endorsement of their inherent importance.

Games are designed with the overriding goals that they will be ‘popular’ with
players and that they will resist the fashion entropy long enough to gain a
competitive advantage over rival games put out by competitors. In that regard,
members of our Association are vigorously competitive and keen analysts of
player reactions.

Collection of data (comparative profit levels generated by games) and its
correlation to objectively quantifiable game properties discloses very clearly what
players react to.

No reliance is placed on surveys which are regarded as too subjective and
unreliable for such correlation analyses. Similarly, no use is made of the work or
findings of cognitive theorists for precisely the same reason.

Manufacturers unashamedly carry out this type of research and use it.
Manufacturers would be negligent to not do it and wilt continue to do so. There is
no conspiracy in this to wickedly seduce the unwary and the vulnerable.

Manufacturers rejoice in the successes based on the predictable reactions in the
market place and will continue to do so.

Manufacturers are also openly willing to disclose information about such matters
as odds or anything else that goes to the fairness issue for the primary customer,
the players.

It is submitted, however, that what the Commission has put forward as disclosure
models and what some opponents of gambling have put forward as disclosure
models are either ridiculous or irrelevant.

The Commission put forward some of the suggestions it had received supposedly
aimed at addressing problem gambling or consumers informed consent. For
example:

“Reports from overseas indicate that Australian-designed poker machines are

more addictive than their US counterparts...a change in design to make them less
addictive in the meantime would be desirable’.

g\commerciahagmmatdocuments\prodcommsuba.doc 11
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There was no reference to these “reports” referred to. We checked the
submission of the authors of the statement and the transcripts of their evidence to
no avail. No actual “reports” are cited.

The only report we could find indicated that Australian designed machines
(manufactured by Aristocrat Leisure Industries) were far more popular with players
in lllinois, Indiana and Connecticut than competitor products.

Whether this ‘popularity’ comparison was the base of the assertion is not known.

In any event, the publication by the Commission of such an unsourced dictum is
as disgraceful as the assertion itself. It has no basis.

It assumes that successful marketing is wrong, dangerous, and ought to be
interfered with by guesses emanating from a peculiar ‘moral minority’'.

We dismiss it as puerile and irresponsible.
{iv) “Skill” Gaming Machines

Devices which offer games like poker in which player interaction is required add a
further dimension to disclosure.

For these sorts of games, there is no set table of odds. There is no set ‘player
return’. Outcomes from play depend on strategies used by players. These
outcomes can be significantly different. Using different strategies on a standard
52 card draw poker game illustrates these differences.

STRATEGY # 1 STRATEGY #2
Hold, if dealt (1 MILLION Hold, if dealt (1 MILLION
GAMES) GAMES)

1 | Winning hands, discard 1 | Winning hands, discard
unnecessary cards unnecessary cards

2 | 4 to Royal Flush 2 | 1 to a paying pair

3 {4 to Straight Flush 3 |4 to Flush

4 |4to Flush 4 | 4 to Straight

5 | 4 to double-ended straight 5 | Non-paying pair

6 | 3 to Royal Flush 6 | Discard all 5 and draw 5

7 | 3 to Straight Flush

8 | Non-paying pair

9 | 1 to paying pair

1 | 3 to Flush

0

1 | Discard all 5 and draw §

1
RESULT: 90.74% RESULT: 81.45%

g\commerciahagmma\documents\prodcommsuba.doc 12
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Simulating these two strategies for 1 million games and using a game with exactly
the same prize schedule results in a return of 90.74 per cent for strategy # 1 and
81.45 per cent for the other method of player choice.

This sort of variability prompted some suppliers of these games to build an
automatic hold strategy into the games.

When five cards were deait, the game would prompt the player with suggested
‘holds’. AGMMA makes two observations in this regard: firstly, some of the
strategies programmed were subjective guesses by programming engineers and
were less advantageous to players than they might have been; secondly, players
as often as not ignored the automatic prompt and made their own choice.

It should also be observed that the optimum strategy for a player to follow may
often vary with the type (level} of prizes for winning hands.

In any event, it is not possible to disclose a set of odds to players without having
perfect knowledge about an unlimited number of strategies that could be followed.

Of course, a strategy could be enforced but only if the player choice element is
disabled or removed. That would be a totally different game and would mean that
video draw poker or video blackjack as we now know them were prohibited.

Video Draw Poker has an interesting sidelight to its history in Australia. Per force
of government regulations and taxation, when the game was first legalised in New
South Wales, Queensland and South Australla the theoretical optimum return that
venues could operate them at was 85% '. By comparison to other gaming
machines, video poker failed .

{v) Bill Acceptors

“The Commission has been given advice that, unsurprisingly, machines with
acceptors tend to have higher levels of tumover than those which do not”. (15.62).

There are two matters of note about this statement. Machines with bill acceptors
are invariably newer than those without the acceptors. The fashion imperative that
players follow in choosing machines to play would emphasise the propensity for
such new machines to generate more attention from players. This has always
been the case in Australia. The newer machines generate more profit {(attract
more expenditure) than devices whose novelty value is spent. This factor more
than all others is the basis for replacement purchases by venues. The demand by
players for innovation and novelty drives this and almost wholly explains why
newer machines out-perform older ones.

! Imposing a turnover tax as against a profit tax effectively forces operators to set player returns at their
absolute minimum level. For an operator to face a 10% tumnover tax on a 90% game would mean that the
machine is ‘profitless’.

% 'This raises the possibility that ‘skill’ games are ‘price’ sensitive in a way that chance games are not —
possibly due to the multiplier effect of the ‘skill’ input. The Association has no research data on this and can
do no more than observe the possibility.
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To assume that the presence of bill acceptors is the logical cause of this involves
fuzzy logic. Bill acceptors are designed into hardware primarily for the
convenience of both players and operators. They are not some subtle tactic to
increase expenditures by the unwary or the uncontrolled. They are not inimical to
such market reactions but it involves a leaping syllogism to assert or infer a direct
correlation on the brittle base of the Commission's observation about turnover.

The second issue is that newer machines issued in the past three years have a
higher player return rate than older ones — all else being equal they will
automatically experience higher turnover. Turnover is a poor index for such
comparisons. Expenditure is a ‘standardised’ datum and would provide a better
focus.

“The Commission finds good reasons for bill acceptors not being included in the
design of poker machines...” because, it says ‘the potfential advantage of a
measure such as this is that it is relatively well targeted on problem
gamblers...”(15.63). This conclusion is based on the Commission's National
Gambling Survey which “...suggests that problem gamblers are much more likely
to use bill acceptors than other gamblers...”

This is worth examination. The question asked in the survey was:

Do the machines you usually play allow you to insert notes rather than
coins?’

This is a non-discerning question.

Respondents who answer ‘yes' are as likely indicating that they prefer the newer
games (which happen to have bill acceptors), rather than older ones (which do
not). The Commission’s conclusion on this is simply wrong.

The most it could assert is that problem gamblers are more likely to use newer
games {machines) than non-problem gamblers. This is hardly a contribution of
any moment.

We reject its conclusion as vaguely targeted, based on ignorance, and simply
unsustainable in logic.

{vi) Denomination Controls

In the clubs of New South Wales, the denomination mix of machines has seen
significant shifts in the recent past.

These shifts have been market-driven. Corresponding with these shifts has been
the domination of video game delivery, increases in maximum prizes, the growing
complexity of games and the use of technology based functions attached to the
machines. As illustrated overleaf, there has been a massive decline in the use of
high denomination machines.

* Appendix F, Draft Report, p. F.29
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NSW High Denomination EGMs as a Per cent of all machines

35%

30% J— ",

25% \

20% | \\

15% \

0% N

~——_

5% 4 .

%

86 87 88 89 80 91 92 93 04 a5 96 97 a8
Year

The Chart describes "high” denomination as anything above 10 cent

1986 Maximum Jackpot for stand-zlone poker machines increased from $5,000 to $10,000
1988 31 and $2 machines introduced
Bet per play increased to $10 (irrespective of denomination)
Linked Jackpot machines introduced with maxitnum prize limit of $100,000
1992 Tokenisation introduced
1996 Use of bill acceptors approved

The extent of this shift in player preferences is starkly illustrated

1¢c 2¢ 5¢ 10c
1986 0% 0.1% 4.5% 64.6%
1988 20.2% 16.9% 47 7% 8.2%

The percentages shown are refated to the whele population of machines

This trend to lower denomination machines is not yet spent.

Interestingly, the same trend towards lower denomination machines is now
happening in the North American gaming machine venues.

Denomination control as a tool for obviating the danger of problem gambling would
seem to be unnecessary given what the market is doing naturally.

(vii) Expected Duration of Play

it is noted that the Commission has suggested that the information that should be
displayed about the ‘price of playing poker machines” should include °‘the
expected duration of playing associated with any given player style”.

gicommercialagmmatdocuments\prodcommsuba.doc 15
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AGMMA takes the view that this information is likely to be extremely impractical to
calculate because of changing players, the volatility of machines and the
difficulties associated with identifying “styles”.

(viii) Likelihood of Given Payout

It is noted that the Commission has favoured “an indication of the likelihood of any
given payout on payout tables displayed on the machines”.

AGMMA is not in favour of the provision of such information because, given the
complexity of games and machines, the range of outcomes is very broad and the
information, to be complete, would be voluminous and complex. It would also be
very difficult to understand.

If anything, a machine could indicate the most likely and the least likely outcome
by reference to odds. However, again, any such indication is highly likely to
mislead given that such estimates would need to be based on the statistical
population which in many cases comprises may millions of possible outcomes.

{ix) Explaining Odds

It is noted that the Commission has suggested that information about how such
games work and the most frequent misunderstandings about them could feature in
school curriculums and in easy to read information available to patrons of gaming
venues.

AGMMA endorses the concept that “easy to read” information should be made
available to the patrons of gambling venues and is in the process of preparing a
booklet relating to gaming machine odds for this purpose.

(x) Gambling Slogans

AGMMA endorses the concept of appropriate slogans and would suggest addition
of the slogan recently conceived in the US:

“If You Bet With Real Dolfars, Use Real Sense”
(xi) Advertising

it is noted that the Commission “considers that there are grounds for tighter
controls on gambling advertising where it is felf that the information provided by a
gambling supplier would have the effect of reinforcing inherently false beliefs about
the odds of winning or about the way gambling technologies work.”

AGMMA supports controls on advertising where advertising is false, misleading or
deceptive and endorses the approach taken by the NSW government in relation to
the Gambling Legisiation Amendment (Responsible Gaming) Bill 1999 in relation
to false, misleading or deceptive advertising.
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AGMMA takes the view that such remedies together with those already available
under the Trade Practices Act are more than adequate to address any concerns.

All advertising depicts products positively — it is both unfair and an inappropriate
intrusion of government into freedom of speech as it applies to advertising to ban
advertisements which are not false, misleading or deceptive.

AGMMA wishes to draw the Commission’s attention to a recent (June 1999)
Supreme Court decision in the United States 4 where the US Supreme Court
unanimously held that in states where gambling is legal, the relevant Federal Law,
banning advertising of private casino gambling broadcast by radio or television
stations located in such states, was unconstitutional.

The Supreme Court held that such an advertising ban violated the First
Amendment (freedom of speech) rights of broadcasters. Although we do not have
a 'First Amendment’ in NSW, the people of NSW would, it is suggested, like to
think they enjoyed as much freedom of speech as Americans.

The US Supreme Court has applied a test from an earlier (1980) Supreme Court
case to resolve cases involving restrictions on speech that are “commercial” in
nature.

The test is a “common sense” test and AGMMA suggests that consideration
should be given to applying it in this instance: to be protected by the First
Amendment protection of free speech, commercial speech must pass 4 tests:

o firstly it must concern lawful activity and not be misleading;
e secondly, it must be asked whether the asserted government interest is
substantial;

If both answers are positive:

e the Court must determine whether the regulation directly advances the
Government interest asserted;

e the Court must determine whether the reguiation is more extensive that
necessary to save that interest.

In this case, the Court decided that the advertisements satisfied the first two paris
of the test.

The Court then had to decide the second two parts of the test.

The Court noted that the Government argued that the ban “reduced the social
costs of gambling” and “assisted states to restrict gambling”.

The Court accepted that the Government “may assert a legitimate and substantial
interest in alleviating societal ills” but stated that “in the judgement of both

4 Greater New Orleans Broadcasting Association Inc. etc et al, Petitioners v United States et al, US 1999 No.
98-387.
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Congress and many state legisiatures the social costs that support the
suppression of gambling are offset, and sometimes outweighed, by countervailing
policy considerations, primarily in the form of economic benefits”.

The Court added:

“Despite its awareness of the potential social costs, Congress has not only
sanctioned casino gambling for Indian Tribes through tribal-state compacts, but
has enacted other statutes that reflect approval of state legisiation that authorises
a host of public and private gambling activities.”

The Court noted that the third part of the test asks whether the restriction in
question “directly and materially advances the asserted governmental interest”.

The Court noted that the Govemment contended that its broadcasting restriction
directly advanced the interest of alleviating the social costs of casino gambling by
limiting demand because “promotional” advertising concerning casino gambling
increases demand for such gambling which in turn increases the amount of casino
gambling that produces these social costs.

The Court also noted that ‘the Government believes that compulsive gamblers are
especially susceptible to the pervasiveness and potency of broadcast advertising’.

However, the Court found that:

“ .. it does not necessarily follow that the Govemment's speech ban has directly
and materially furthered the asserted interest. While it is no doubt fair to assume
that more advertising would have some impact on overall demand for gambling, it
is also reasonable to assume that much of that advertising would merely channel
gamblers to one casino rather than another. More important, any measure of the
effectiveness of the Govemments attempt to minimise the social costs of
gambling cannot ignore Congress’ simultaneous encouragement of tribal casino
gambling which may well be growing at a rate exceeding any increase in gambling
or compulsive gambling that private casino advertising could produce.”

Lastly, the Supreme Court noted that the Government had failed to connect casino
gambling and compulsive gambling with broadcast advertising for casinos.

Each of these arguments is relevant to the Commission:

(@) restricting advertising of gaming machines arguably would not effectively
advance any attempt to minimise the social costs of gambling because
state and federal governments are simultaneously facilitating gambling
generally — it is more likely to simply channel gambling away from gaming
machines to other forms of gambling;

(b)  the connection (if any) between advertising and ‘problem gambling’ has not
been researched and is not understood. What is clear is that any such
restriction would impact significantly on recreational gamblers who are not
‘problem gamblers’ and on venues.
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(xii) Linked Jackpots and Accelerators

AGMMA notes that the Commission has sought views on whether linked jackpots
machines and accelerators should be banned.

AGMMA believes that there are insufficient grounds for a ban on linked jackpot
machines and accelerators and suggests that any such ban would be
counterproductive for the following reasons:

. Linked jackpots and accelerators have the potential to provide enhanced
entertainment to the vast majority of recreational gamblers and is likely to
comprise a substantial part of the future growth of the industry; there is
absolutely no justification for constraining such growth which will lead to
increased employment opportunities, increased revenue for venues, machine
manufacturers and operators (and is likely to provide government with
significant additional tax revenues),

. Linked jackpots and accelerators represent the technical “cutting edge” of
gaming technology and to ban them in Australia would place the Australian
gaming industry technically “behind” overseas jurisdictions;

. Such a ban would represent a gross interference with commercial matters: ie.
TAB attracted many shareholders with its monopoly on linked progressive
jackpots (yet to be implemented).

(xiii} Enforced Breaks

AGMMA believes that the concept of “enforced breaks” is fundamentally flawed as
it is not possible to prevent consumers from switching machines and “an enforced
break in play” is likely to be disruptive and annoying to recreational gamblers than
to assist problem gamblers.

AGMMA reiterates that the vast majority of recreational gamblers are not problem
gamblers and suggests that it is unfair and unreasonable to impose enforced
breaks on the vast majority of recreational gamblers when no goals whatsoever
are achieved by doing so.

3. Problem Gambling

(i) Introduction
The key points that need to be recognised by the Commission are:

. There is very little knowledge and even less agreement about the cause,
nature, and extent of “problem gambling”;
The “experts” in the field disagree over these issues;

. The vast majority of gamblers are not problem gamblers and accordingly the
“problem” needs to be put intc proportion.
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AGMMA takes exception to the Commission’s view that “problem gambling” — in all
its dimensions — is a public or community health issue similar to that of alcohol.

AGMMA suggests that insufficient research has been carried out to establish this.
It is suggested that the category of ‘problem gambler' is an attractive
characterisation for individuals seeking to blame their particular circumstances on
a specific causal connection.

Some evidence suggests that ‘problem gamblers' tend to suffer from other
‘problems’ and it is suggested that is far too early (and too convenient) to attribute
the sole causal influence of all such individuals’ problems to gambling.

AGMMA also suggests that the concept that gambling is addictive has not been
properly researched. It is suggested that it is very easy for any individual to claim
“| am a gambling addict” because the available research work is insufficient and
there are no accepted tests to validate such claims.

AGMMA supports the Commission'’s finding that there is a need for governments
to provide clear information to the public about problem gambling.

However, AGMMA disputes the Commission's finding of ‘the fact” that all
gamblers are potentially vulnerable to become problem gambilers.

AGMMA takes the view that the Commission does not have sufficient grounds to
make such a finding and the fact that vast majority of gamblers in Australia are not
“problem gamblers” tends to suggest that such a “fact” must be wrong.

(i) Definition of “Problem Gambling”

The Commission sets out a list of definitions of “problem gambling” (Box 6.2) but
fails to analyse these definitions or to select a preferred definition.

The Commission fails to mention the definition cited and approved as an
“authoritative source” by the US National Gambling Impact Study Commission
(page 17). That definition, conceived by the American Psychiatric Association
(APA), is as follows:

Pathological Gambling may be described as: ‘persistent and recurrent
maladaptive gambling behaviour that disrupts personal, family, or vocational
pursuits. The gambling pattern may be regular or episodic, and the cause of the
disorder is typically chronic.”

AGMMA acknowledges that certain gamblers do not know when to stop.

However, the precise size of this group and its composition is an unknown
element.

The Productivity Commission has erred in failing to stress the lack of
understanding of the problem and the inadequate research material available.
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AGMMA suggests that the Commission should recognise — explicitly — that people
claiming to be “problem gamblers” also suffer from other problems and it is difficult
to attribute all of these problems to gambling which may in fact be a symptom
rather than a cause.

Again, there is very little research available and it is simply inappropriate to make
sweeping statements about these issues.

AGMMA wishes to draw the attention of the Productivity Commission to an article
entitled “Problem Gambling: You Can Bet Your Health On It” which appeared in
Australian Medicine in June 1999.

This article suggested that a significantly lower percentage of the population are
said to have a severe gambling problems (0.5%) than the proportion identified by
the Productivity Commission.

It would appear that there are serious flaws in the methodology followed by a
number of problem gambling studies.

A study conducted in the United States by the Harvard Medical School Division on
Addictions (a study based on comparison of 18 studies published between 1977
and 1993 and 17 studies published between 1994 and 1997) is relevant in this
regard.

The researchers found that approximately 1.29% of the adult general population
could be classified as having pathological problems incident to gambling. That
study also indicated that the methodological quality of gambling studies has not
improved during the last 20 years.

The Harvard Medical School Division on Addictions acknowledged that many of
the studies had serious methodological flaws. The authors made specific
recommendations for improving future gambling prevalent studies.

It is suggested that such flaws should be fully examined and discussed by the
Commission.

4. Accessibility

(i) Key Finding

AGMMA endorses the key finding of the Productivity Commission that caps on
gaming machines are not the preferred way forward.

AGMMA notes the comments made by the Chairman at Productivity Commission
proceedings in Melbourne on 25 August 1999 as follows:

“What the survey data is showing is there’s not a huge difference in the incidence

of problem gambling between New South Wales and Victoria. When you look
behind that you'll see the intensity of machine use in Victoria is much greater,
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generating comparable revenue from a third of the machines or something that
exists in New South Wales.”

AGMMA notes that this view on “caps” is also supported by the Independent
Pricing and Regulatory Tribunal Report (IPART):

“The availability of a statewide ‘cap” (limit) on the fotal number of gaming
machines to control growth in problem gambling is doubtful. Victoria has 29% of
the gaming machines operated in New South Wales, yet generates a tumover of
61% of New South Wales turmover.”

it should also be noted that the effect of a cap would disadvantage the “have nots”
at the expense of the “haves” as well as being counter productive as the
Honourable Richard Face stated in NSW Parliament on 22 September 1989:

“There is a real prospect that a global cap on clubs across New South Wales will
increase the value of existing machines and severely disadvantage smaller clubs,
particularly in country areas, and medium-size venues. At the same time,
imposing a cap on the number of machines held by individual clubs will do little to
reduce the overall pool of machines available for operation by clubs as a whole. It
may result in an increase in the overall number of poker machines as clubs move
more quickly to operating the maximum number.”

(i) Greater Access lLeads to Greater Consumption — Why is This Perceived
Negatively?

Australian style video gaming machines are the most exciting and popular “state-
of-the-art” gaming machines in the world as is evident from the recent World
Gaming Congress and Expo in Las Vegas where “Australian style” video games
were launched for the first time by several major American companies.

The Productivity Commission has failed to recognise that Australia leads the world
in video game technology and that Australia’s gaming machine manufacturing
industry should be encouraged and supported by the government due to the
obvious impact on employment and export income.

AGMMA suggests that it is fundamentally wrong for the Productivity Commission
to approach its task on the basis that more consumption is necessarily bad.

People play gaming machines because they enjoy gaming machines in much the
same way as they enjoy going to the cinema and other recreationat activities. As
opposed to the cinema, gambling offers a recreational activity which involves most
of the profits made being returned to Australian enterprises and Australian
employees.

AGMMA regards it as extraordinary for the Productivity Commission not to have
explored the “multiplier effect” in relation to gambling in greater detail.

The number of employees of casinos, clubs, hotels and the various service
industries that supply casinos, clubs and hotels as well as the employees of
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gambling machine manufacturers and of suppliers to gambling machine
manufacturers all receive disposable income directly as a result of the gambling
industry.

It does not take too much imagination to work out that if one put the question to
those employees “is more consumption of gambling products a good thing?” the
response is likely to be an unequivocal affirmative.

8. The Internet

The Commission’s “key findings” include one to the following effect:

“Internet gambling offers the potential for significant consumer benefits, as well as
new risks for problem gambling. Managed liberalisation with regulation of licensed
sites for probity, consumer protection and taxation ~ could meet most concerns,
but its effectiveness would require the assistance of the Commonwealth’.

AGMMA notes that this “key finding” is not reflected by the text of Paragraph 17 of
the draft report (entitied “Policy for New Technologies”).

AGMMA’s view in relation to the “key finding” is that it has simply not been
substantiated by the draft report.

What precisely is the “potential for significant consumer benefits” and where is this
set out in the draft report? Paragraph 17.3 poses the question “what are the
potential benefits of internet and interactive gambling?” but does not answer the
question and is limited to a very superficial two page discussion which includes the
comment:

“Other commentators are more unsure about the commercial potential of internet
gambling because of current uncertainties in intemet gambling legislation in the
United States and elsewhere and with the technology itself.”

Paragraph 17.4 of the draft report purports to the deal with the costs of internet
gambling (15 pages of the report). The perceived costs include:

. Problem gambling issues arising from increased accessibility;

s  Access by minors;

. Community impacts;

. Integrity concerns about online gambling providers (security and privacy),
. Taxation concerns.

In AGMMA'’s view, the “key finding” is simply not supported by the text of Chapter

17. It is suggested that the “key finding” should be reconsidered to accurately
reflect the conclusions of the chapter and the following point.
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AGMMA believes that the Productivity Commission has missed the central point
about internet gambling.

This point was succinctly put by the AHA in its submission to the Commission:

“Online gambling has the long-run capability of destroying the local gambling
industry if the wrong or no legislative approach is taken by the Federal
Govemment. The Federal Government's responsibility is border control. If
imported alcohol or tobacco products were aflowed to enter free of a very high
duly that is equivalent to the excise on those products, it would be obvious what
the consumer response would be. Domestic gambling is an activity that is heavily
taxed. If it has fo compete with an untaxed substitute, then Australia will
eventually lose the market.”

6. Economic Analysis

(i) AGMMA notes the Commission’s “key finding” that:

“Quantification of the costs and benefits of the gambling industry is hazardous.
The Commission’s rough estimates of the quantifiable benefits and costs yield at a
range of net benefits from as low as $150 million to as high as $5.5 billion
annually.”

AGMMA’s view is that such a “key finding” is virtually useless and is indicative of
the poor economic analysis conducted by the Productivity Commission.

The simplistic approach taken by the Commission is reflected in the comment
made in the summary of the report that “production side gains are limited” because
“he resources avaflable to Australia’s economy — its people, capital and land —
are not stamped for use only by the gambling industries”.

The Commission makes the remarkable statement that:

“If these industries did not exist, most of the resources would be employed in other
uses, creating similar levels of income and jobs to gambling itself. For example,
the skills required of personnel in gambling venues are very similar fo those
required in most entertainment and hospitality industries.”

No evidence or analysis is cited to support this extraordinary statement.

It is well known that resources do not simply reallocate themselves in the
hypothetical academic manner envisaged by the Commission.

Firstly, many resources associated with the gambling industry are tied up in capital
projects which cannot be exploited by other business entities as successfully as
those resources can be exploited in the gaming industry.

Secondly, many skills are simply not transferable: a trained gaming machine
mechanic or croupier is unlikely to find as rewarding a job in a different industry as
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the experience and skills developed by those individuals cannot properly be
utilised in other cccupations.

Thirdly, the statement assumes full employment of all resources {an incorrect
assumption).

Fourthly, this “analysis” overlooks the point that the gambling industry and the
service industries it supports create a specific “multiplier” effect which benefits the
rest of the economy.

When those resources are displaced, that specific multiplier effect is also
displaced. Whether it is replaced with a different multiplier effect, and if so, how
that multiplier compares depends on the speed and effectiveness of re-allocation
of resources.

AGMMA disagrees with the Commission’s simplistic view that “the ‘magic’ of
multipliers usually tumns out to be a myth when account is taken of alternative uses
for the consumption and production resources involved” (5.17).

The impact of the expenditure of the extraordinary amount of money produced by
the gambling industry cannot be accurately or responsibly assessed on the basis
of such a trite analysis.

(i) Assessing the Benefits

AGMMA endorses the Productivity Commission’s view that the benefits of
gambling industries: “come primarily from the satisfaction that consumers obtain
from the ability to access... a desired form of entertainment” (Box 5.1).

AGMMA questions the insertion of the words “what for many is” in this sentence as
it seems axiomatic that a consumer would not seek to consume something if that
consumer did not “desire” to consume it.

If the suggestion is that consumers are under some form of "compulsion” which
replaces or overcomes a “desire” to consume, AGMMA takes issue with these
words.

AGMMA also endorses the Commission’s view that gambling is:

“hest characterised as a form of entertainment, albeit one where a major element
of that entertainment is the chance of winning some money”.

Although, once again, AGMMA objects to the use of the word “albeit” which
appears to have been inserted to attribute a negative characteristic to an
otherwise objective definition.

AGMMA suggests that it would be more appropriate to replace the word “albeit”
with the word “namely”.
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(iii) How Satisfied are Gambling Consumers?

AGMMA takes exception to the prescriptive comments (5.4) made by the
Commission in relation to the types of activities that people should enjoy.

What right does the Productivity Commission have to make social judgements of
this nature?

The Commission cites two examples to support its view that gambling should be
distinguished from other forms of entertainment because:

“ .. when the gambling is over the chance disappears and there may be little to
look back on as a pleasant or enjoyable way of passing the time in exchange for
the inevitable cost involved”.

A cost is associated with most forms of entertainment. When the entertainment is
“over”, it is “over” whether the entertainment involves going to a restaurant or
playing a gaming machine.

The distinction made by the Productivity Commission is totally unsupported as well
as evidencing lack of objectivity and bias against gambling as a recreational
activity.

AGMMA believes that it should be obvious to the Productivity Commission that
consumers gamble because they enjoy it. No-one is forced to gamble. It is an
entertaining experience. There is no question that the prospect of winning money
is an important element and indeed that element distinguishes gambling from all
other forms of entertainment.

However, to assert that consumers do not remember gambling experiences as
fondly as other entertainment experiences because ‘the chance’ has disappeared
is patent nonsense. What is one left with after going to a football game (particularly
if ‘your team loses) or a movie that didn’'t turn out to be as good as you had
hoped?

(iv) Measuring Consumer Benefits of Gambling Industry

AGMMA is of the view that the consumer benefit derived from the gambling
industry is best demonstrated by the net takings from gambling as this figure
indicates the price that consumers are prepared to pay beyond the actual cost of
provision of the services.

According to the Australian Bureau of Statistics, the total income (net takings) of
the gambiing industry amounted to $11.091 billion in 1997-98, an increase of 42%
on the same figure for 1994-95.

AGMMA has great difficulty in reconciling this figure with the $5.4-6.3 billion range

advocated by the Productivity Commission as the net consumer surplus (including
taxation revenue) produced by the gambling industry.
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AGMMA endorses the view expressed by the AHA that the concept of a
“consumer surplus is of no practical use because it is little more than a non-
measurable, hypothetical notion: a useless, academic pariour game”.

AGMMA aiso endorses the following AHA comments:

“The concept is useless for two main reasons: first, because the variables required
for its quantification remain themselves quite unquantified or imprecise and,

second, because, although the Commission neglected to do so, the measure is
required, despite Mishan’s contrary view fo be netted off consumer surplus
foregone in other consumer expenditure forms displaced by gambling
expenditure.”

{v) Confusing Definitions

AGMMA endorses the view expressed by Star City that the Commission “is likely
to mislead the general public and even the educated by fairly indiscriminate use of
the words “benefits”, “net benefits” and “consumer surplus”.”

AGMMA agrees that a “reader might easily infer from the wording used, that the
Commission had concluded that this industry had no value and that its employees
were engaged in worthless activities”.

Star City makes the point that its 4,000 employees would feel justifiable aggrieved
at such an implication.

The employees of Australia’s gaming machines manufacturers would undoubtedly
have similar feelings.

(vi) What Other Benefits are there for the Australian Economy?

The Productivity Commission draft report deais with this issue in less than a page.
The “analysis” is facile to say the least.

It seems to be based on the view, expressed elsewhere in the report (4.14) that “f
the gambling industry were not there, most of the resources would generally be
employed elsewhere”.

AGMMA endorses the comment by the AHA that:

“On this reasoning, no industry would have any value to the economy”.

This clearly cannot be right.

AGMMA has prepared a brochure, a copy of which is attached, which seeks to
detail the benefits of gaming machines to the economy and to the community.
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AGMMA is of the view that the issues raised in its brochure should be analysed
and dealt with by the Productivity Commission in Part 5.5 of the report. It is
suggested that the Productivity Commission has overlooked, in particular:

¢« the extent of community infrastructure and facilities that have been built
directly as a result of gaming machine revenue; in this respect, the sporting
and other non-gaming facilities provided by clubs, particularly in NSW, merit
attention.

e community benefits flowing from gaming machine revenue: the most obvious
of these is “free to air” television of world class rugby league, which simply

. would not exist in its current form in the absence of gaming machine
revenue. How many members of the Productivity Commission have watched
rugby league on television? How could this benefit have been overlooked?

. employment by gaming machine manufacturers, venues and service
providers resulting from gaming machine manufacture, service and
operation. A significant number of people are employed directly as a result of
gaming machine revenue: in AGMMA’s view, the extent of this benefit
requires careful analysis and consideration.

. a jointly commissioned government and industry report on the club industry
found that, in 1997, the club industry spent in excess of $155 million on
charities and community projects and estimated that the corresponding
expenditure for 1998 would be in excess of $200 million. The Productivity
Commission has not given any consideration to this issue.

® export revenues and the associated importing of jobs: how could such a
fundamental issue be overlooked.

7. Existing Requlatory Regime

The Productivity Commission’s assessment of the current regulatory environment
is, in AGMMA’s view, deficient in terms of the regulation of gaming machines.

The Productivity Commission concluded, as one of its “key findings” that “the
current regulatory environment is deficient in many respects. Regulations are
complex, fragmented and often inconsistent. This has arisen because of
inadequate policy-making processes and strong incentives from governments to
derive revenue from the gambling industries”.

This view is simply incorrect as far as gaming machines are concerned.

Whilst standards differ between states, the standards are very similar and
manufacturers of machines understand that different jurisdictions have different
requirements.

These requirements are policed very strictly by both the manufacturers themselves
and by regulators. It is suggested that the requirements clearly ‘work’ because of
the minimal numbers of incidents or complaints arising.
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it has been recognised for some time that it would be preferable for there to be
National Standards in relation to gaming machines.

In this regard, a National Standards Working Party was established by Australian
and New Zealand regulators on 21 March 1994 and has been working on National
Standards since that time.

The purpose of the Working Party is to develop technical requirement documents
to be used by each jurisdiction as the basis of working towards a common
technical requirement for the evaluation of gaming machines.

AGMMA wishes to draw the attention of the Productivity Commission to the high
standards applied by gaming regulators throughout Australia.

These standards and the high quality of regulation are recognised by overseas
jurisdictions and AGMMA regards it as quite inappropriate and unjustifiable for the
Productivity Commission not to have noted the positive aspects of the existing
regulatory regime and the existing efforts being made to establish National
Standards for EGMs.

8. CONCLUSION

AGMMA has found a myriad of faults and defects in the draft report and requests
the Productivity Commission to address these in the next version of the report.

AGMMA also requests the Productivity Commission to acknowledge that its
“findings” are likely to have a significant impact on the gambling industry and
should therefore be objective, analytical and fully substantiated.

AGMMA is more than happy to assist the Commission in this regard.
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Study Background

B As a participant in the Australian gambling industry, AGMMA wish to contribute to the
current Productivity Commission investigation of Australia’s gambling industries

B To give context to the investigation, AGMMA identified the need to provide reliable,
independent estimates of the installed base of gaming machines on a worldwide basis

B This presentation includes results from TNS' investigation of the worldwide installed base of
gaming machines
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Study Objectives

l @ To provide a reliable point-in-time estimate of the worldwide

Primarily installed base of gaming machines

B To attempt to establish counts for all machines whether in
Associated ; regulated or unregulated markets

Objectives

B To seek the most authoritative information source in each country
and region

NB: Full details of definitions used and study methods can be found in “A Count Of The Installed Base Of Gaming Machines
Around The World” - research report, TNS August 1999
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Study Method

Where available, government regulatory bodies in each country were used as our source

If no specific regulatory body existed, other government sources were sought, once again, if
available

Independent sources with written data were used where no government data was available

Only counts supplied by verifiable sources have been used in the production of charts in this
presentation

In sourcing information, TNS Australia used the following definition of a gaming machine

“any machine that is used for gaming purposes (whether mechanical or electronic and offers
the user a potential return on a single ‘game’ that is greater than the amount risked on that
game”
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The Proportion Of The World’s Gaming Machines Located
In Australia

The estimate of world
installed base of

Rest Of The . . .
World Australia gaming machines is...
97.6% 2.4%

., 7.132,162
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The World Gaming Machine Pie
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Number Of Gaming Machines By Country - The Top Ten
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Inquiry into pokies goes on

Melanie Beeby's article “Gone, 18.6 cated pokies, incleding mechanical
per tent of our pokies”? (AFR, reel devices and Japan’s ploball-
September 9) reports the claim by style Pachinko machines.
the Australlan Gaming Machine The commission is secking mure
Manufacturers’ Agsocistion that the informatien on the aature and extent
Productivity Commission was In of these other devices, But such
error in estimating {hat Aunstralia  information is largely ivrelevant 10
nas 21 per cent of the world's the commission’s findings on the
elecoropic gaming machines. costs and benefils of gambling in
This estimate was not the vom- Australis and the deficiencies In our
mission's. [t was taken from & reliable regulations.
industry source, the anpual report to Of greater signiflcance are the
sharchoiders of Australia’s major design festures and high potential
ing, machioe manufacturers. Yoss rates of ouy machines, and thelr
It would appeay that, in response impacs on problem gambling.
to the commission’s report, the

industry s now redefining its market Gary Banks,
to include products which are quite Chairman,

dilferent from Australis’s sophisti- Productivity Commission.
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10 September 1999

Mr G Banks

Chairman

Productivity Commission
Level 28, 35 Collins Street
MELBOURNE VIC 3000

Dear Mr Banks

DRAFT REPORT ON AUSTRALIA’S GAMBLING INDUSTRIES

Thank you for your letter of 27 August 1999.

AGMMA agrees that it is important to ensure that the final Productivity Commission Report is as accurate
and informative as can be achieved, particularly in view of the negative media coverage that the draft report
has generated in relation to gaming machines.

In relation to your statement that the Productivity Commission used data from Aristocrat’s Annual Report on
the proportion of the world’s gaming machines operated in Australia:

Aristocrat’s annual report clearly dealt with the markets available to it and ‘casino style’ gaming
machines in particular;

it was irresponsible in the extreme for the Productivity Commission to state — even in a draft report — that
Australia had 21% of the world’s electronic gaming machines and even more irresponsible to state that
Aristocrat’s annual report was relied on in this respect as it has clearly been misinterpreted and the data
was not verified in the context in which it was presented;

the number of electronic gaming machines in Japan is well known — it is difficult to believe that the
Productivity Commission could have overlooked this;

it has been suggested that the Productivity Commission deliberately misinterpreted Aristocrat’s data to
‘sensationalise’ its report; indeed it is difficult to accept that a properly funded federal government
investigation could overlook the number of electronic gaming machines in Japan;

AGMMA regards this as serious misconduct and a misapplication of Federal Government resources;

AGMMA is also concerned that notwithstanding that the Productivity Commission has been formally
advised of the error, it has not taken any steps to correct it;

this has led to extensive negative publicity and, despite AGMMA’s attempts to correct the factual
position, the media continues to report that Australia has 21% of the world’s gaming machines; this 21%
statistic has been seized upon by reputable overseas financial media (for example the Economist)
because of its Federal Government imprimatur and used to portray Ausiralia, on an international basis, in
a very negative and completely incorrect light;

Registered Office
13 Sheridan Close
MILPERRA NSW 2214
Ph: 9773 0299
Fax: 97730828
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e AGMMA believes that it is the responsibility of the Productivity Commission to promptly and diligently
correct this misunderstanding (through press releases etc).

AGMMA’s understanding of the correct position regarding the ten countries with the most electronic gaming
machines in the world is set out below:

COUNTRY Number of Machines
Japan 4690708
USA 582605
Ttaly 351400
United Kingdom 250000
Spain 228877
Gemmany 220593
Australia 172764
South Africa 64974
Canada 531877
France 53250

AGMMA does not claim that these figures are 100% accurate. It has however dedicated extensive resources
to establishing that this is the best data available. A copy of the summary of the TNS report commissioned
by AGMMA is attached.

It is unfortunate that it has been obliged to do so due to the release of incorrect data to the media by a Federal
Government body.

In relation your comments/queries made in relation to the differing characteristics of gaming machines (and
the significance of these differences), I make the following comments:

(a) it is very difficult to make meaningful, let alone measurable, comments about the different types of
gaming machines in different jurisdictions due to:

e the different regulations applicable in different junisdictions;

o the different characteristics of gaming machines in different jurisdictions;

o the different range of gaming machines available in different jurisdictions and how this affects
perceptions of them;

e the size of unregulated markets;

o the different cultural contexts applicable in different jurisdictions;

o the differing standards of living in different jurisdictions;

¢ the differing extent of control over the return to player in different jurisdictions and the differing
extent to which that control is exercised.

(b) Your comment that a ‘hierarchy of risks’ can be identified suggests that you believe that some
machines can be identified as ‘more risky’ than others.

Registered Office
13 Sheridan Close
MILPERRA NSW 2214
Ph: 9773 02929
Fax: 97730828
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In particular, you seem to be suggesting that an Australian multi-line casino style video machine
may be a ‘riskier’ proposition than say, a Pachislo machine in Japan.

AGMMA disagrees with this view as it appears to suggest that the ability of a player to spend money
more quickly (by selecting a multi-line combination) makes the machine inherently ‘riskier’ than a
machine which a player must play for a longer period to spend the same amount of money.

This view, with respect, is logically unsound because:

the ‘return to player’ is far more important than the number of combinations that may be chosen in terms
of ‘risk’ assessment: the ‘return to player’ in both unregulated jurisdictions and certain regulated
jurisdictions overseas is considerably lower than it is in Australia; the critical point is that in Australia,
the return to player is fixed by regulation and is monitored and enforced by regulatory authorities;

it is entirely up to a player to choose a multi-line combination or to play a machine for a longer period;

it is not sensible to compare multi-line casino style machines to, say, Pachislo machines in Japan because
the machines are unique to their respective jurisdictions.

I enclose a copy of our new AGMMA Brochure “Gaming Machines — Do You Know The Whole Story?”
which raises 2 number of issues which AGMMA believes to be relevant to the Report.

AGMMA believes that the draft Productivity Commission report does not focus sufficiently on:

the contribution of gaming machine revenue to the economy and to employment;

the “multiplier” effect in the context of gaming machine revenue;

the application of gaming machine revenue by clubs, casinos and hotels to improving community
infrastructure, entertainment (ie. rugby league) and community services (ie. contributions to charity,

responsible gaming programs etc.);

the reliability and applicability of ABS statistics cited given the assumptions underlying such statistics
(which are not cited independently).

AGMMA is happy for these comments to be placed on the public record.

AGMMA will respond more fully in due course to the draft report.

Yours sincerely

Brian Frost
CHAIRMAN

Reglistered Office
13 Sheridan Close
MILPERRA NSW 2214
Ph: 9773 0299
Fax: 97730828



09/09 '99 09:13 FAX +61 2 9310 2833

JAYA\

MEDIA MONITORS

Annexvee. L

THE AUSTRALIAN FINAN CIAL REVIEW
Thur 9 Sept 1999

MEDIA MONITORS

Australla has only 2.4pc of world's machines, 2y manshacturers.

Gone, 18.6pc of our pokies

The Productivity Commisslon’s

Melanie Beeby

The Australian Goaming Machioe
Mapufacturers’ Association yesterday
hit out at the Productivity
Commission’s dratt finding that
Australia had 21 per cent of the
world's electronic gamiag machines,
claiming it had only 2.4 per cent
AGMMA commissioned 2 reportby

i pesearch gronp Taytor Nelson Sofres

which estumated the total woridwide

installed base of garing machines was

7.1 mllion. Xt noted the actual total

would be larger, given the existence of

unregistered and iliega) machines.
The report, released yesterday,

" f{ound Australia hada total of 172,764

machines, or 2.4 per cent of the world's
installed base, and ranked seventh in
terms of the total aumber of any 1¥pe
of gaming machine behind Japan, US,
1taly, UK, Spain xnd Germany.

Japan had most in the Asia-Pacific,
with 4,7 million.

Phota: ERIN JONASSCN

draft report, relcased in July,
estimated Australia had 2) per centof
the world’s electronic gaming
machines, sparking widespread
concern about the prevaleace of pokies
in the country.

The Prime Minister, Mr John
Howard, said at the time he was
astonlshed that Australia, with less
than 1 per cent of the world’s
population, had 21 per cent of Its
poker machiacs.

AGMMA chairman Mr Brian Frost
yesterday said the Taylor Nelson
Sofres report highlighted the flawsin
the commission’s research an called
for an immediate corvection.

“AGVIMA ls very disappointed that
the Productivity Commission did not
verify this information with key
industry groups before releasing this
information, which has caused hysteria
in the community and smong Federal
and State pofiticlans,” Mr Frostsaid.
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THE AUSTRALIAN GAMING MACHINE MANUFACTURERS ASSOCIATION
A.C:N. 060130770

26 October 1999

Mr Ross Wilson

Gambling Inquiry

PO Box 80

BELCONNEN ACT 2616

Dear Ross
AGMMA SUBMISSION
Further to our telephone conversation on Tuesday 26 October 1999, I confirm that a copy of the

attached brochure should have been attached to the AGMMA submission and would be grateful if
you could arrange for copies to be supplied to all recipients of our submission.

Yours sincerely

VAN
’ﬂ) { j@m“ﬂ'

JOHN CARR-GREGG
Commercial Manager

G:\CommercialAGMMA\Letters 99\991026 - Wilson.doc

Registered Office: 13 Sheridan Close Company Secretary: c/- 71 Longueville Rd
MILPERRA NSW 2214 LANE COVE NSW 2066
Ph: 9773 0299 Ph: 9413 6666

Fax: 9773 0828 Fax: 9420 1354



ayl mouy nok oqg
- sauiyoep)] buiwer)




asodind sy pananyoe
aney [im ainyaolq siy ‘sjeob omy asayy anaiyoe yIWNDY djay ues nok ]

‘i Inoge ajdoad 1330 ||3) 03 pue AWOUOA By} pue aseq xe] S Blensny JusL
-fodws quswiuienalus 0) sisaMoeNUBW BuyoRW Bulweb ay) Jo uoRNGIIU0D
[B31 813 01 SloLIW pue a)owWs, eipaw ay) ybnouyy 9as 0} Jueniodui osje s 3

Awouoaz ayy o1 uopnquuoy s,Ansnpuy bupwer) ayy

'SIy1 ysu 01 Bulj|im ase maj os pauiejurew
10U aJe spiepuels 1 ysu 1e $asuad|| Jiay) soe|d s1a1NjoBJNUEL TUBIDNYS Bk
$8s$0001d UoNEN|EAS 1BY) PUB PBUlEIUIBW BJE Spiepuels yBiy eyl Buunsua

01 pa1edipap 8q 1snu saounosal ajerdosddy siadojansp waisAs/alemyos pue
Slaimoejnuett sse|d piom s.elfensny Aq pajelsusb ABojouyoay paeansiydos
AjBuiseasour a1 Jo uonenjers yum adod o1 yBnous ajnesIaA pue paieansiydos si
81e1s yoea ul washs Loje|nBas ayy 1eyy Ansnpui ays Jo yiesy syl 03 [BONLD S| 1

uonenbay ajqixal4
SYININDY di3y nok ues moy



UOIBIDOSSY SI24NJdBINUEIA Sulyde|y bulwen ueljesisny

"syuawulanob a1e1s Jo aseq anuaAal ay) pue

ywoaB o1wouods seieASNY 81 SPIemo] aingLiuod ‘saniunuoddo juswAoidws
apold ‘uin u) ‘pue eyensny ul Ansnpul Buyqueb syl jJo ymolB ay) sAup o}
anunuoo Anisnpui suiyoew Buiweb ay) ‘steqund (Buipuewsap ABuisealour)
alow ulenvlus swalshs pue saweb Buiuiepsius pue paeonsiydos siow sy

"slaJmoejnuew uo joedwi Ajuo Jou jjim ymosb jeyy ing

‘ymolb podxs panunuod ‘ejnonted i ‘pue Ymolb panunuod syl 10} [BOIUO ale
spsepuels asayl 1eyl sasubooal 31 1oy Ansnpul suiyoew Suiweb ueljensny ayy
Ul splepueis Jo 1sayBiy syl ainsua 0] SANLIOYINE Y)IM HIOM 0} $393S YININDY

‘Ansnpui Burqueb ayy dn
ayew ey sdnosb Aysnpus Jayio pue sanuoyine Aloje|nbali 0} siainjoenuew
ueljensny 1uasaldal 01 pue saulyoew BujweB apew uelelisny alowoud

01 PalWIOo) SEM UONBID0SSY SIaInioenuely aulydel Bulwes uelensny ay)

YININDY

" anss| aty)

Uaim |eap 01 spuny ayi puads A|aAnoaye 01 moy mouy Jou op Aldwis saoinles
9s0y] 1B} Si 108} Ayl Janamo}  sao1nas Bulqued wejqosd, jo peudw e puny 0
Juawiuidnob panwad sey Bulqueb wouy Juawulanob Aq paaiadal anusAas ayj

"9A0QE 0} Pallaal 103ye Jaldninw,

ay1 Aq pajesauab saxel syl JUNODIR Olul 9B 1| SSOP JOU SOXE] |BIOPS) pUR S1B]S
ut uol|iw pO6S Jo ssaoxa Ul Aed S|910H 1YY JUNCIDE OlU] B)EY H SIOP JOU SBXE)
|e1apa) pue 81e1s U] uol|jiw OGS Jo ssaoxa ul Aed ‘suonesiuebio Bupew pyoid
-uou yBnouylfe ‘sqnio MSN 1.yl asiubooal 1ou saop Apnis Sgv 9y} ‘9jdwexa Jo4

"SOIIAIIOE PBJeIoosSe
£q psieloualb saxe) |i1apa) pue S1BlsS 8y} IUN0JoE 01Ul 3)E] 10U Saop aInbiy siy)

‘anuanal auyoew Buiweb woly Apoalp pangriuod s

‘uol|jiq £98°1$ 2wos ‘saxe) Bulquied Jo 950G 1BY) S|eaAal sisA|eue siyy ‘ainby
Sy} 01 pappe aq pjnoys uoljjiw gy L$ 1ayuny e ‘anuaaal sulyoew Buiwebd Aq
paINgLIuCD sem uonnguIuod xey Bulqweb soulsed Jo pay) auo 1eyy Buiunssy
‘(8661-,661 Ul sBupey 1au uy uoliw pos$ peonposd ‘sgy sy 01 Buipsoooe
‘YoIym) souises ul saujyoew Buiweb apnjoul 10U saop a1nbiy Iy} J9ASMOH
‘(9694 J0 sS20Xa U a1) saxe) Buyqued ul uoyIq GZ£°L$ JO 90IN0S Y B19M SIE(
pue suiaAe} ‘sqnd ‘sqnjo Ui paieoo) ssujyoew Buiweb ‘ggy ay1 01 Buipioody

"9]qe|ieA. 10U

sem Aauow siyy J JINq uaaq aAey jou Adwis pinom yoiym aimonnsessul angnd
pue speo.J ‘sjooyos Ul 188Ul 01 SluawuIanch sjels pemuusd aAey saxe)

pue Sa1A9| 353y "SaIA3| pue saxe} Bulqueb uy pled sem ‘wolIq L1 £ €S 10 vhE
‘8661-£661 Ul paresauab sBupie) 10U Ul uolig 160°LLS 24 JO ‘'SgY auy1 01 Buipiodoy

'8661-/661 Ul BNUAA3L XB1-UMO SlusiuIanob A1ojuis) pue
a1e1s Jo Juaasad Zy 1opun 1sn( 10} PaluNcIoe pue SIBak Ud) 1Se| 8U) JBA0 pajgnop
Aueau sey anuansi uonexe) Suquwebd 1eY) palewnss UoISSILIWOY AIAONPOId 8y

saxe|




‘s1odedsmau ||as 10U Op S19B} 91WIOU0Dd AIp Ing J0U YUYl 9

“Aunuiuod ay) pue

Awouo9a ay 0) Aysnpui Buqued ayy jo uonnquyuod Buinunuos

ay) pue fuofew jeasd ay) jo Juswhofua ayy asuanpyul 0} paniuuad

aq pjnoys fouw jjews A1aa e 13y1aym 01 se payse aq Ajfuipioooe
1snw uonsanb ayy :payoouaA0 39 10U pINOYS - (Mojaq 9as) Bujjqueb
wajqosd ssaippe 01 9|qe|leAR pue - saxe) Jo Aem Aq snuaaal sulyoew Bujweb
WwoJ) PaINgLIU0D spuny jo Junowe juedyiubis A1aA ay) pue ssAneniul asay|

110 pue sawnbas uoisn(oxa-j|es ‘saoIAIas Bulj|asunoo Jo cm:oan yum
[BOP YOIUM MSN g (Buiwer) sjqisuodsay)) Juawpuswy uonejsibay buyques
ay) u1 asoy) se yons saAneniul aAnesiba) suoddns Ajjeseuab Ansnpul sy ¢

pue ‘pajosye asoy 0} aduelsisse apiaoad yolym sanueyo Jo abues peoiq e o)
a1nquIu0d pue Buiqued ws|qosd ojul YoM Y2Ieasal pun} SI2INOBINUBL o

‘(vv8'S) .Lo1jod Buques) wajqold, e ysiiand pue dojaasp 03 sqnjy

Bulinbai 1oy sqnyy passisibay ayy 01 abueyd e paleniul Ajuasas pue wesboud

Buiiquieb ajqisuodsal B puny oy Sqnio pasasibay 8yl Jo /8'S UM aouep
-1099e ui yoddns pue juswdojaAsp AIUNWILWOD 0} 8INQLIUCD Sqnjo pasalsibal o

‘s1s|quieb wajqold
10} wesbosd uoisnjoxa 1o Buliieg-jjes, B pue ‘,aping siakeld, e ‘a0/10eld

0 8p0o7) Bulwer) s,|810H,, B PaoNpoaul pue palouod (MSN) VHY aUl ¢

‘G661 Ul paysiiqeise
SEM pun4 3y 30ouIs pund Jjausg ANuNWWOY ouise) ay} o3 uoljjiw '9z$
pa1nquIuo9 sey ‘ajdwexs 1o} ‘A Je1S :AHUNWWOD 8y} 01 AjpANoe 81NqLIU0D
pue sweibod Buiweb s|qisuodsal, Jo peUAW B PaleNIul SABY SOUISED ¢
:1ey] palou aq P{NoYs N “10M 1By} 03 Uonejdl uj
‘PaAjoAUl S1B|qWweD jo Jaquinu |[BwS 3y} Yyum pajeidosse swajgold
ay) Buissaippe ul Ansnpuy Buiiqued sy Aq papuny YIOM SAISUSIXD BU1 &

pue ‘e|qweB suelENSNY JO 0408 3)IUM

Bunqweb yum swajqoud ueoyiubis sousnadxs uoneindod Jnpe s elesisny
10 04g°Z AU 1BY} PalEWNISa UOISSIWWOY ANANONPOId SU) :dnoJb jjews e SI 1l ¢

‘asuasuou Ajdwis ale onoudAy, sse Aay)

1241 suonsabbns 1nq aAnoe.ne pue Buiuiepalud aq 0) paubissep ale ssujoew
Buiweb ‘Arejunjon Ajpunus si 1t - ajquieb 01 pasio} S| sUo Ou 1By} 108} 8l ¢

: seouanbasuoo [e190s, 10 swa|qosd, Aue woly Jayns Jou op pue Buqued
folua (2466 Jo ssaoxa Ul Alqeqosd) siejqueb jo Qofew 1SeA syl 1841 108) 8Y) o

‘Asnput Buiquieb ayy Aq apew Awouods auy} 0) UONNQLIUOD AIBUIPIOBAXS U ¢
3suiebe payblam ag 01 spasu siy) Ing

‘dojs 01 usym mouy Juop siajqueb jo dnoib |lews e 1eyl pasiubooas si )|

"padue|eq ale SJUBWILLIOD 3U} JBYIBYM J|9SIN0A yse pue aroge
pauiino suonnguIuoo syl 0} ybBnouy awos anb asesd ‘ssuyoew Buiweb 1noge
uawolels aanebau e ayew 1sijeusnol e Jo uedniod e Jeay noA swi xsu ay|

‘saulyoew Buiweb

10 ,saouanbasuod |eoos, paiesabbexa Ajssoif pue Buiiquieb jo uis, ayl Jo 1noAey
Ul PaX00aA0 UBa( ||B 9ABY S1sodw) XB] pue anusAal JO SUOiNGLIL0D JIWOL0DD
ay) ‘uone|nbay jo psepueis ybiy sy ‘ssuiyoew Buweb Jo sppo 18neq sy

'swiaIsAs pue ssweb ‘ssuiyoew

pareonsiydos pue Buiuelsius aiow Ajbuiseasoul Buiubisap ul Asnpuy

3] JO SIUSLUSASIYOR BANEAID PUB [BOIUYIS) 8Y} JO AWIOUO0DS SU] 0 SNUSASI
auiyoew Buiweb jo suonngiuod jo uomubooas ou AjlenuiA ussq os|e sey alsy|

‘Bundodas |enioey Jo yoej ayl uo pue uoyuido o1gnd jo uonejndiuew

SIU1 UO }INQ U93Q BABY SJ193.1eD (BI04 "SPJepuBR)S BIpaw piojqel Aq uiek

pooB e axew |je uoneiseASp pue ‘Uoneladsap ‘IPUoY S|j8s smau peq, :9|dwis
S| Jomsue ay) ¢ssaid peq paroeme Apualsisuod sauyoew Buiwed aaey Aum

“Lodas BIpaw Jayloue 18}e U0

Ul POY00[49A0 US3Q SABY SAOGE PAUIINO AHUNWIWOD 3U3 0} dNUSAAL aulyoew
Bujweb 0 SUOINQLILOD AY] JBY] BIPSW INO JO JUBLIIOIPUI pes e st ) ‘Buiyiou yim
paupals pue Buiykians 1noge 1snf 10} pawe|q usaq aAeY saulyoew Bujwer)

BPIP3IN 94l




"S10)ISIA SBISI9N0
Aq 1uads uaaq Buirey (uolpiu pESS awos) sdue|eq ayj ‘sueljensny Aq yuads
sem uol|liq 8'01$ ‘8661-£661 Ul Bulqueb wouy sBupiel 18u ul uoljiig £'LLS 84 JO

WSLINO

‘anuana. aulyoew Buiweb Ag papuny S| IUSWLONAUS SIY

'saiAnoe Buiweb ul s1edionued o) ysim qou Aew Jo ‘Aews oym suoned
01 JUBLIUONAUS P3)|0J1U0D 3JBS “1S00 MO B 13440 sqnd pue SouIsed ‘sqn|)

U WIUOIIAUT
paxejoy pue ajeg y

éonuaAal auiyoew Burweb INOYIM 1jing USSq 8ABY PiNOM asayl 8Aaljaq noA og

‘sue|ensny (e Jo ayi| jo Aenb ayy panoidwi aney (sjueinelsal
pue saJleay} 0] Sa1li|i0r) 8oUaIaJU0D WOl sBuel sanijIoe) Y2IYM) eljensny

»

i
v

1noyBnouyl souiseds £q palonsisuco salll|ioe) SSBjO POM 3y} ‘ISE3| J0U INg 1B

‘S189A 931Y] 01 OM] 1XaU Y] UI PaISaAUl 8q O} UOH||iq B JjeY Jayuny e s109dxa pue
6661 pue /661 usamiaq Ansnpur [2104 MSN 8U) JO 1uBWYSIgINal 8y} uo uads
u9aq sey siejjop uoi(|iq e jiey Agrewixoidde 1eyl sarewnss (MSN) VHY aul

‘sanioe) pue sasiwaid 119y jo Aujenb auy) saoidwil
Ajenueisgns 03 sauyoew BGuiweb woly Moy Yseo as||in 0l jqe uaaq aAeYy S|910H

"anuaAal aulyoew Buiweb wouiy Apoaip smojy

uonnadwoo anbes Agbny s,eljensny jo Ajenb piepuels pluom sy} siake|d
01 sauejes aanadwod Buiked pue swea Aenb ybiy Bujuuni jo sesuadxe
ay1 puny 01 sauyoew Bujweb woly awoou; uo Ajiaesy Ajss sqn|) senbean

‘uol|pw 6/$ jo

$$90X8 Ul 8q 0} paoadxa si ai1nby s1yy ‘000z JoquaroN o€ Buipua pouad Jeak
93141 8y} 10} pue 04G’| 0} sjunowe abejuaoiad siy) 19syo uonexel e se pyoddns
pue awdojarsp Alunwwod jo sadAl ulensd o3 oud 1eyl jo abejusasad
paioads e Aidde o031 anuaass Buiwed uy uoljiw |$ Jo ssaoxa ul BuiALsp MSN

Ul SqN|0 SMo|[e A[BAIo8}a 10y SqnD pasdisibay Byl JO /8 UOIDaS ‘UonIppe U]

"SaIAoe
qnpo Jo peuAw ayy puny 01 snusaal Buiweb uo Apaeay Ajas Ajjesauab sqni)

"aAIaS ABY] SaIIUNWIWED 8Y] JO SUJ3OUOD pUB SPasau ay) Ylim yonoy

Ul aJe yoiym suonesiuebro sNoIOSU0D AJUNWWOD ale sqn|) ‘qnjo pasalsiBal
e sey 31 ‘00% uey) asow Jo uonejndod e sey umo} e a1aym ‘Ajjelauar) ‘spuny
puads 0] paJedaid ale sasudiaiua sieaud Jou Juswulanob ay) Jayau alaym
seaJe Ui $301AI9S pue saijioe) Buipiaosd Jo Alolsiy pajuswnoop e aAey sqni)

‘anuaAal sulysew Buiwed noyum ajqissod aq 10u Aidwis pinom siyy

"uol||IW 00ZS$ JO SS8X Ul 8g 0}

8661 J0) sxmipuadxa Buipuodsaliod ay3 pajewssa pue s1osford Aunwwod pue
SaNLeYD U0 UOH|IW GG LS Jo $S30Xa Uy Juads Ansnpur qnio aul 661 Ul ‘1ey) punoy
Ansnpui gno ayy uo podas Ansnpul pue uawuIaA0B pauoissiwwod Apuiof v

'sanLeyo 4oy Buipuny Jo 821n0s B pue Juswhojdwa 10}
sanunuoddo osje Jng JusWUIBLIgIUS pajsjieledun pue aimonJiseljul AJunwiwod




ssejo plaom yum papiaold siaquiaw aue Aluo 10N MSN JO staquisw qnjo
ppo uoIw §'Z 8y} “ejnomded ul ‘pue sueiensny Auew jo Buil jo spiepuels
a1 aaosdwy 03 anunuod pue parosdun ABuipioooe aaey saulyoew Buiwes

épapuny sanlijioe}

3S9U1 JO ¥[NQ 8} JO LUOIONASUOD 3L} SEM MOY :{3SIN0A 3sY ‘saljiwey J1au)
pue siequaw 0} sanioe} Buitiods ayioads Buipirosd sqnjo Buuiods a.e sqnjo
£2G'1 841 JO JiBY JaAQ ‘MSN Jo ajdoad auy 1o} 1911n0 [B100S Jofew e aie sqn|)

‘SOOIAIS PUB SBRI|IOB) YONS JO 1S00 (B8 8U) JO UOIIORY B 1B 9DIAISS pue pOooy ‘suLp
pasipisqns ‘saiiioey [euonealoas pue Buiiods Buipiaoid Ag os op 0} sanunuod
pue sueljensny Auew jo saAl| [e190s syl pafueyd wsjueyoaw Buisies punj siyL

"aAe1ado0d 8y} Jo Jjauaq ayy 1o payjdde
Il 819Mm yo1ym spuny Buisies IS|iym sJaquia Jay} 0} JuaLulensius apiaoid
01 sqno au1 peniwiad 9661 1OV (Sauloryy 19504) bumag pue buiwes ayj

‘Buoel 9510y 10 SB1IBYI0| 0} JUBIAYIP OU Ajjeluswepun)
a1am £ay3 18y spunolb ayl uo saulyoew Bunweb oy 1ybu sy Joj ybnoy pey
pue sauiyoew Buiwes jo souedyubis [edueul) ay) pesiufodss pey Ansnput

anio MSN 241 ‘9661 Ul UOIOUES [B101J0 paAiadal saulyoew Buiweb alojeg

éanuaaal sulyoew Buiwes jo ynsad e se Apoadip 3ing usaq
sey JeY) a:MOonAses Ul Aunwwod ayl Inoge suiyy 01 paddols 1aas nok aaey

aimonnsesjuy fAunwwo?)

‘saulyoew pue
swa1sAs ‘saweb pajeonsiydos pue Buiuiensius atow AjBuiseasour dojarep
pUE 91830 OUM 8IS U SaII|I0B) 'Ry SSEID pliom dojensp 0} s1ainioenuew
auiyoew Buiweb uejensny peniwiad osje sey anuaaas suiyoew Bujwen

‘pauonsanb i MaIA S,U0ISSILILLOY ANANDNPOId BU] 'dQD
s.ellensny uo 1oedwi sy, aAey pinom Ansnpul Buiiqueb sy jo azis 8y} 0}
aBueyd e 18Ul M3IA S,UoISSILWOY AIANONPOL 3Y1 01 JUaIaylp S| slewisa jey]

‘uoliw Ge1$ Aq J18s pinom
ainnpuadxs pue uondwnsuod [eal pue 1so| aq pjnom sqof pog‘z ueuyl a0

‘uoniw 901$ Aq 49 onpal pinom Auanoe Ansnpui Buyqueb jo uonoenuoo
06l B SE a1I| SB USA3 1BU} PAJBWINSS Uaaq Sey 1l 1Byl pajou aq Os|e pinoys 1|

quawkojdws 0] pue Awouoaa ay} 0} siaimoejnuew suiyoew Bujwed
S,BI[RAISNY JO LONNGLIUOD 3y} S1BN|EAS 0} JNJILIP 001 10U SI 1l ‘Sauiyoew
Buiweb wo.y sem ejjensny noybnoiyy Buyqueb woiy (uolljiq LOY'9S

10 058G) sBunjel 19U Jo 80Inos Jofew ayl ‘Sgy Y1 03 Buipioode Qe usal

"GE6L-¥661 UO 0l JO 9SEAIOUI UB ‘G66L-£661 Ul UOI||IQ 160°LLS OF palunowe
Ansnpui Buiiquieb ay jo (sBuiel 10u) awodul |B10} 3yl ‘SEY 8yl 0 Buip10ooy

‘ajewa) alam S99

-fojdwa GEOYZE 9L JO J|ey LY} dI0W pue siseq Jusuew.ad e uo pakojdwa a1am
S9JIAIBS mc__nr:mm OC_U_>9Q sassauisng Jo uoniuep 9ANOIISal s JO mm®>o_aEm
se Anuap) pip I seakojdwa GE0ZE dY1 JO 048G 1eu} pajedIpul Lodal Sav Byl

‘S9|BM UYIN0S MaN JO Awouoda ayl
0] Je3A B UOIJjIq €S JO SS30X8 Ul BINGLIUDD 0) PABWINSS U3 dABY BUO[E SAN)

‘sashojdwa qnjo

SSO[IUNOD JO UoNEONPa 8y} 10} pled OS[e SeY anNUaAdL sulyoew Bujwey soulsed
pue sqnd ‘sqnjo ay} 0} SIVIAISS SAREASIUILIPE PUE [e01uyoa) ‘Buiues|o ‘Butiaied
sapiaoid Yolym ANsSnpui 801AI8S BAISSBW B SPUN) anuaAsl aulydew Buiwey

‘PaJBLNSIaPpUN B JOU OS|e
pinoys anuaAas auiyoew Buiweb yons Jo $109)49 (Jeydninw, J0) Uo MO|j BYL

"8661-£661 Ul s9akojdwa |ensed ggi'L pue awn
-ued goz'e ‘awn-}|n} ZL£'z1 pakojdws souised uelelisny ‘Sgy ayl 01 Buipioooy

‘0p8°E01 JO 9SEaIOUl UR ‘8661-L661
ur uoniw ["00£$ 03 GB6L-¥B6L Ul UOIIL 9'9HES WOI) PISERIOUI PBY SOUISED
ueljensny ul sauyoew Buiwed woiy sBue) 19u 1ey) pauodas osje Sgy dYL

‘519104 MSN AQ paAuap anuaaal auiyoew Burwed ul asessoul
auy Jo ynsay e se Anoasp pakojdwa asam saako|die |BUORIPPE 8531 JO 001
‘(pakojdwa sjdoad 000'0Z1 Alsrewixosdde 01 Ansnpul 19104 ay3 Ul saakoldwa
Jo Jaquuinu 2101 8yl Bupey) Ze6L aouls pakojdia aaey auofe SN Ul Sj9I0Y
18} seakojdwa p0o'0Z [BUCIPPE 9yl JO ‘1ey) palewnss sey (MSN) YHVY auL




"%9'ZLL JO 8SEaIOU| UB ‘'8661-£661 Ul UOlIW £'G0LCS
01 GBBL-¥66L Ul UOI[|IW 066$ WO paseasoul pey eiiensny noyBnoays sieq
pue suseAe} ‘sqnd i sauiyoew Buueb woly sBuniel 1au 1eyy papodal Sgy sy

'$1S00 ,SAN|O U} JO 1SOW Spuny Aj9AI199))9 UYOIYM SnuaAal aulyoew
Buiweb 12y) INOYIM 1SIXO J0U pinom mouy Apuawind am se anbea Agbny

‘02 LE JO 9SBBIOUI U
‘8661-£661 Ul UOH[IW GBG'ES 0} G66L-7661 Ul UOI||IW {Z9°ZS WOL) pasealdoul pey
sqnjo ueleAsNy Ul ssulyoew BusweB woly sBupiel 1au 1ey) psdodas sgy aul

'sasodind Ajunwwod pue gnjo o) pasn
ate paauap sujoud 18U ay) 1eyy Buimouy saniioe) asoyl Aolua oym siequisw snid
uoljiw € Jrayy 03 sanioey Buiweb paumo Aunwiwod apiacid sqnjo asoy] ‘aNLUaAaL

suiyoew Buiweb Inoyum ajgesiubosaiun aq pinom (SN Jo Aisnput gnjo ay)

‘Anoasiput ajdoad 000'05Z pue (WMSN Ut dnouf wawhojdwa areaud isebiel ay)
Buisudwoo) Apoaup sjdoad p00‘s9 Jano Aojdwa auole (8661 ‘aunf 0 O SB) MSN
U1 sgnd Z1G'1 ay) “Aisnpul qnio auy jo saakojdws ay) Jo 1sow Jou (snid 000'e
awWos) eljensny Ui sisinoejnuew auiyoew Bujweb jo seakojdws ay jo Aue
BpNjOUl USAS 10U PIP YoIym Suoniuyap aAnouIsal A1aa pasi|nn ‘Ysaremoy ‘sgy sut

‘G661 aun[ soUIs
0591 JO SE3IOU| UR ‘G661 dUN[ 10 SB Jels Ge0LE awos pakojdwa sassauisnq
asay) 18Y1 palels Sgy ayy 'saoinss Buyqued jo uoisinoid ayy Ul paajoAul alom
sessauisng Buikojdwa z/07 ‘8661 dunf Jo Se ‘1eyl pajewiiss Hodas Sgy ayl

‘Bunquieb wejqoud jo
51509 8y} Junoodoe ojul Bunje) Jaye AWouooa ueleaSNY 3U) 0) Jyauaq jau abny
g SI aJay] 1ey] pasiubooas uoissSIWWOo) ANARONPOLd By} 1By} SI sueal 1) 1BUM

"PaXCOBA0 8q 10U P|NOYS S1BLWIIS3 IIWOU0DD SUBdIE

pue AIp 1eymawos siy3 Jo aouediubls ay| "uoN|iq £'9$ 03 uol||iq #°G$ Woj
pabues (enuaAa) uonexel Buipniour) snjdins Jawnsuod 18u sy Ajpweu “Ansnpul
Buiiqueb s Jo,SHyauaq JoWNSUOI, BY} 1BY) PUNOY UOISSIWWOY AUANONPOId dy]

aji jo Ayjenp pue Awouooy
s BljelISny 0] uonnqguUiuon

‘9A0QE 0] pauIayal
sjuswalinbal Jakejd 01 uimay, A8y sy} wody ognd auy paioensip yolym suodal
BIpaW 109.1100U1 01 asu aAeb pue Buipesjsiw Liaa alam asay) Ajreuniiojun
-so|dwexa aAneooAs, Buisn sauyoew Buiweb uo pake|dsip aq SawooIN0 BIBYIP
10 SPPO |BONEWAYIEW BY) 1B} PAPUAWILLIOdAI UOISSIWWOY ANIAONpOLd 8y|

eund |euoissajold e 1ou ale nok JI sppo sulyoew Bujwed

ueyl sppo Janaq putj 01 YNdYIP SI 1 0s (uowwooun jou st snid 0p06) Salels
1S0LW U] 05/8-G8 Us9MIaq SI Jake|d 01 LINia) wWnwiuiw ay] ey pue paie|nbal

ale SpPPOo 8y ‘SANOBIIR BIB SANUSA Y JUSWUIBLISIUS JO SWIO) 9jqe|IeA. J3Y10
1suiebe jjam ajedwoo Aldwis pue Bujuienalua Aian aie saweb pue saujyoew ay|

épauiquod Bunquesd jo woy
Jayio K1aas Ajlenuia uey 3sa18iu) asow Bunoeine sauiyoew Buiweb ate Aym

"(19ymas|a pue saieig panun ayl ut ssulyoew Buiwed

91f1s ueljensny, se 0} pallajel Mou ale 1eym Jo ymoib Aieurpioenixs ayl Aq
pasuapIng Se) pom 8yl ur ssweb pue swalsAs ‘saulyoew Buiweb pajeansiydos
‘Bujureaius 1sow ayy Bupnpoid ale siainoeynuew sulyoew Buiweb s erensny

¢pueWAP 1B Paj|an) Sey 1BYMm INq - puewap Ajsnes 0] pasesioul
sey paseyoind sauyoew Buiwed jo saquinu ayy eyl sI Jamsue ajdwis au] ¢AUm

‘gljensny ul Jeindod A1sa ale saulyoew Bujweb jey) Jeajd si Y ‘sSajsUHBAN

‘pliom atp ui sauiyoew Buiweb ouono9|9

ay] JO ot UBY] $S3| Sey 108} Ul eljensny s1s966ns sty sauyoew Buiweb
DIUOL03|3 LOY(IW 4 O} 8S0j0 sey suole uedef 109.L00U] S SIY] "PHOM 3y} Ul Jaquinu
[B101 3y} JO 0p1Z asudwoo asay) 1eyl palels pue ssuyoew Buiweb o1uo09(8
000'081 Aj@1ewixoxdde sey eljensny 1yl paIeWINSa UOISSILIWOY AIAONPOI ayL

‘(G661-7661 Ul 961G Yum pasedwod) 8661-£661 i Buljqued wouy sBupjes
19U {210} 3} JO 048G J0) PAIUNOIDE ANUAABI ulyoew BunueBd ‘paspu|

"8661 ‘aunr o€ Buipus sieak 8aiy) 8y} Jo Yyoes 1o} Ajjeuoneu o4/1 Buiag saulyoew
Buriweb wouy sBurjel 1ou ul asealoul sbeiaAe sy} ‘uonsanb uy sieak sasyl syl
Buunp opz| UBL J8ISe) UsAD pasealoul 1.} Ul sey sautyoew Buiweb ut 1saselu)

saulyoey bulwey




‘plOM 3yt U a1aymiue a|qejieae abued 1sapim ay) ‘Aiqenbie ‘pue aloyeq
1aA® ueY) Sa1IAINOE pue saweb o aBuel J9PIM B UO 190 MOU UBD SUBIBASNY

‘8661 ‘0€ aunr Buipua sieak aaiy) 8y} Jo yoea

30} Ajleuoneu ed opz1 J0 8184 e 18 maib 108} Ut pue Ajipeals Buiseasou usaq sey
(sBupie) 10u Aq pajensuowap se) Buiiqued uy 1salslul suelelsNy jeyl paiedipul
Ansnpui Buljqueb s erensny uo wodas SONSNEIS JO NEAING UeBIeNISNY JU80al By

‘siseq Je|nBas e U0 paydaYd 8q 0}

anunuod pue pasiunnios Alybnoloyl usaq aAey swalsAs yoeghed pue sioielado
puB SJaINJOBJNUBL ‘SANUSA Pasuadl| ‘SPPO 8y} Jey} JUdpPIUoD aq ued pue 01
a|qe uaaq JaAa aAey Aayy ueyl suonnadwoo pue sawed juaiayip jo sbuel 1apim
e U0 180 AJuUspljuod UBd suelelsny ‘WalsAs uonenBal ssejo plIom e 0} syuey|

“1I91081BUD |RUONIBU URI[RNSNY B3 JO Led
|BIUSSSa UB 9W003q pue AIBINGes0A [BUOIEU SU) PAYOLUD SABY SWIA] JaYI0 JO
yieam e pue sjood, ‘sanfod, ‘2101, ‘gvL, ‘SNeL, ‘SI0H-pay, {S19xdYysIa, (sersju,

'sueljeaisny Jo Aofew
15eA 8U1 Aq uonealdas Jo Ananoe ajgelnseald e se paplebas si Buljquen ‘qnd
10 gn|o ‘ouised e 1e 10 Wea) ||Bql00) SUINOAR) B U0 ‘sjol) ay) ‘sBop syl ‘saoel

3y} 18 98I0y B UO S Jaylaym ‘Jann|} e, ano} sisyund ueljensny ‘1 aoe) 197

£lag euue

-19b6.10) Aay) s)anbnoq ay) s,313y nq
‘sjeqyouq jo Muajd mouy) eipawl 3y|




