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Overview Report: Past Reports and Recommendations Related to the Gaming 
Sector in British Columbia 

A. Scope of Overview Report 

1. This overview report identifies and attaches past reports relevant to the 
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b. Appendix B: 

Frank A Rhodes et al, Report on Gaming Legislation and Regulation in 
British Columbia, January 1999. 

c. Appendix C:  

J. Peter Meekison, Relocation of and Changes to Existing Gaming 
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d. Appendix D:  

Office of the Auditor General of British Columbia, Keeping the Decks Clean: 
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e. Appendix E: 
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f. Appendix F: 
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March 4, 2011. 
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g. Appendix G:

Gaming Policy and Enforcement Branch, Anti-Money Laundering in BC 
Gaming: Measuring Performance Progress, May 29, 2013. 

h. Appendix H:

Malysh Associates Consulting Inc., GPEB – AML Working Group: Client 
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i. Appendix I:

Internal Audit and Advisory Services, Review of: British Columbia Lottery 
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RELOCATION OF AND CHANGES TO
EXISTING GAMING FACILITIES

IN BRITISH COLUMBIA:
Review and Recommendations

1.  INTRODUCTION

On June 17, 1999 the Honourable Mike Farnworth, Minister of Employment and Investment and the

Minister Responsible for Gaming, announced an end to the expansion of gaming in British Columbia.i

Prior to that, in the mid’90s, the provincial government had outlined a number of policy statements

whose purpose was the expansion of gaming in the province.  The policy of expansion included, among

other things, increasing the number of casinos through the introduction of "destination" casinos and

permitting slot machines in casinos.  In addition, other forms of electronic gaming such as "linked"

bingo were added.ii  The minister’s announcement effectively brought to an end the policy of expansion,

although the destination casinos which the provincial government had approved in principle were not

affected by this decision.  They were allowed to complete the final approval process.iii

On June 17, 1999, the minister also announced that he would appoint "an independent adviser to

recommend an arm’s-length process for dealing with any proposed relocation of existing facilities." At

that time, he stated that memoranda of agreement had been reached with the Union of British Columbia

Municipalities (UBCM) and the British Columbia Association for Charitable Gaming (BCACG).  The

minister signed an agreement with the Charitable Bingo Association Committee of the Bingo Council

of British Columbia (BCBC) on June 18, 1999.

On July 19, 1999, Minister Farnworth appointed Professor J. Peter Meekison to act as an independent

gaming adviser and to recommend a process for the relocation of existing gaming facilities.  However,

the terms of reference were not yet finalized.  A few days later, as a result of a cabinet reorganization,

the Honourable Joan Smallwood replaced the Honourable Mike Farnworth as minister responsible for

gaming.  Minister Smallwood wanted to review and revise Professor Meekison’s proposed terms of
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reference.  She released the terms of reference at a media conference on September 22, 1999.iv  (See

Appendix 2 for the terms of reference.)

When the Honourable Joan Smallwood released the terms of reference, she also announced a freeze on

any relocation or expansions, either planned or underway, of existing gaming facilities.  Rather than

making a series of ad hoc decisions, she decided to wait until the review was completed.  At that time,

she would reconsider the freeze in light of Professor Meekison’s recommendations.  Accordingly, there

was a moratorium on relocation of or changes to existing gaming facilities (bingo halls, casinos and

racetracks) until Professor Meekison submitted his report.

1.1  The Terms of Reference   

The terms of reference of the review included a request for:

1) detailed recommendations for an evaluation process for gaming facilities (i.e., casinos,

racetracks) seeking to be relocated;

2) detailed recommendations for an evaluation process for gaming facilities seeking any

changes to their existing facilities within current government guidelines (e.g., increasing slot

machines and/or gaming tables up to the maximum number allowed);

3) Detailed recommendations for the evaluation criteria that should be employed as part of the

above evaluation process.

In summary, the focus of the mandate was to recommend processes for the relocation of and

changes to existing gaming facilities and the criteria to be employed in these processes.

The terms of reference establish some criteria for and constraints to the recommendations.  Two

criteria are incorporated in the terms of reference.  Recommendations are to be guided by the fact

that:

• the evaluation process must be independent from direction or influence by elected provincial

officials, and

• the evaluation process must be transparent, open and fair to all participants and the public.

The constraints to the recommendations are clear.  The recommendations must be consistent with

the memoranda of agreement signed with the UBCM, the BCACG and the BCBC.  (For the three

memoranda of agreement see Appendices 3 - 5.)
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The terms of reference directed Professor Meekison to consult openly and fully with interested

parties, including charities, operators and municipalities.  The Honourable Joan Smallwood

informed a large number of organizations and individuals about the review.  She sent each one a

letter along with the terms of reference encouraging them to meet with Professor Meekison.  In

addition, Professor Meekison sent out a letter saying he would welcome the opportunity to meet

with persons or organizations who wished to share their views on the matters he was reviewing.

The two letters resulted in a number of meetings and presentations in a variety of centres in the

province.  People were forthcoming in their views and welcomed the opportunity to share their

ideas, concerns, apprehensions and policy recommendations.  A few people wrote letters or

telephoned to share their thoughts and concerns.  A brief summary of the wide-ranging

commentary is found later in this report.

1.2  Comment on the Terms of Reference

Although the terms of reference are reasonably clear, throughout the review, questions about their

scope and intent inevitably arose.  As a result, a brief comment on them appears necessary.

One way of beginning is to make it clear what was not included.  Destination casinos, which the

province approved as a result of the July 1997 Request for Proposals process, were excluded.  The

management of ticket lottery sales was not reviewed.  The allocation of revenues generated from

gaming was not considered.  With the announced end to gaming expansion, the current government

guidelines of a maximum of 30 tables and 300 slot machines was not reviewed.  Policies with

respect to the operation of casinos, such as the consumption of alcoholic beverages, was not

considered.

Relocation is defined as a move either within the municipality in which the gaming facility is

currently located or to a different municipality.  It should also be recognized that relocation also

includes moving a gaming facility to First Nations’ lands.

The phrase "changes to their existing facilities" was not interpreted as a physical change such as a

renovation but rather the addition of electronic or hand-held bingo equipment in the case of bingo

facilities or an increase in the number of tables or slot machines in a casino up to the maximum of

30 tables and 300 slot machines.  Change could also mean a decrease in the number of tables or
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slot machines or the closing of a facility.

The terms of reference make it clear that the proposed evaluation process must be consistent with

the memoranda of agreement already referred to.  Accordingly, the relevant provisions of these

memoranda form an integral part of the terms of reference.  The recommendations which follow

reflect this interpretation.

Before identifying some of the principal themes which emerged during the several meetings, it is

important to give the reader some understanding of the context and some of the more salient policy

issues which led to the appointment of the independent gaming adviser and to the review.
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2.   GAMING POLICY IN BRITISH COLUMBIA

Upon entering the policy world of gaming, one is immediately confronted with a bewildering number

of acronyms, policy pronouncements and a veritable avalanche of previous studies.   In order to make

sense of this constantly changing landscape and to put this review’s recommendations into context, a

brief summary of recent gaming policy in British Columbia is imperative.  This part of the review is

divided into two sections and is essentially descriptive.  The first section outlines the individual offices

and agencies responsible for the administration of gaming policy.  This section is followed by a listing

of the major policy papers, studies and recommendations that the province has commissioned in the

recent past.

Central to understanding provincial gaming policy is the legal framework for gaming in Canada.  The

Criminal Code makes it clear that gaming is illegal other than under permitted exceptions detailed in

the Criminal Code.  It is lawful for the provincial government "to conduct and manage a lottery

scheme" in the province.  Examples of other exceptions include pari-mutuel betting on horse-races and

provincially-licensed charitable lotteries.  The January 1999 White Paper, contains a useful and

detailed summary of the legal framework for gaming in Canada and British Columbia.v

2.1  The Administration of Gaming

As a result of both the Criminal Code provisions and its own sphere of legislative jurisdiction, the

provincial government holds primary responsibility for the administration of gaming.  Policy is

contained in provincial legislation, orders-in-council, ministerial statements and memoranda of

agreement.  Some municipalities have also developed policies on gaming, such as the City of

Vancouver’s prohibition of slot machines within its boundaries.  Thus, in examining the legal

framework of gaming policy, one must be aware of federal,  provincial and municipal legislation,

bylaws and regulations.

Given the primary role of the provincial government with respect to gaming, a logical starting

place is identification of the individuals and agencies responsible for policy, regulation and

administration of gaming.  In British Columbia, the Premier has assigned responsibility for gaming

to a member of the cabinet who combines that responsibility with other ministerial responsibilities.

For example, at the moment, responsibility for gaming rests with the Minister of Labour.  Formerly

it was the responsibility of the Minister of Employment and Investment;  before that it was the
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Minister of Government Services.  It would appear that gaming policy is not formally identified

with any particular ministry, policy area or individual.  Other ministries with a direct interest in

gaming policy include the Attorney General, Children and Families (Adult Addiction Services—

Problem Gambling), and Finance and Corporate Relations.

There are five primary government bodies, apart from the Minister, involved in the regulation and

administration of gaming policy.  These are:

•  the Gaming Policy Secretariat (GPS)

•  the British Columbia Gaming Commission (BCGC)

•  the British Columbia Lottery Corporation (BCLC)

•  the Gaming Audit and Investigation Office (GAIO)

•  the British Columbia Racing Commission (BCRC)

2.1.a.   The Gaming Policy Secretariat (GPS)

The Gaming Policy Secretariat (GPS) is an administrative unit that co-ordinates the

implementation of government policy on gaming.  It also provides policy advice to the minister

responsible for gaming.  The Gaming Policy Secretariat works closely with the other provincial

agencies involved with gaming for the purpose of establishing policies and practices that are

comprehensive, consistent and enforceable.  The GPS also works closely with a number of external

agencies, organizations and special interest groups including the Union of British Columbia

Municipalities, individual municipalities, First Nations, licensed charities, bingo operators, casino

operators and law enforcement agencies.  It is the smallest of the various provincial agencies.

Given the constantly changing and increasingly complex world of gaming, its policy co-ordination

role is essential.  The GPS reports to the minister through the department for which the minister

has responsibility.

2.1.b  The British Columbia Gaming Commission (BCGC)

The province established the British Columbia Gaming Commission  (BCGC or the Gaming

Commission) by order in council in April 1987.   The Gaming Commission operates at arm's

length from government.  The Board of Commissioners consists of up to seven members from

across the province appointed by the Lieutenant Governor in Council.
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Pursuant to the Lottery Act,vi as amended by the Miscellaneous Statutes Amendment Act (No.  3),

1998,vii the Gaming Commission is solely responsible for the licensing of charities, charitable

bingo associations, social occasion casinos, charitable ticket raffles and gaming at fairs and

exhibitions.  The Gaming Commission establishes the terms and conditions for charitable gaming

and access to gaming revenue that govern the licensing and distribution of charitable gaming

revenue within the context of the government’s strategic directions for public gaming.

The Gaming Commission applies explicit criteria in deciding which groups are eligible for access

to gaming revenue, the dollar amount of access, and whether charitable licensees and/or direct

charitable access recipients are using gaming revenue for purposes approved by the Commission in

an acceptable manner.

At the moment, approximately 4,900 charitable or religious organizations participate in charitable

gaming in the province.  In 1998/99, approximately $161 million was distributed to or generated

by these charitable organizations.

Until June 1998, the Gaming Commission was also responsible for licensing and regulating

charitable casinos, at which time the government transferred responsibility to the British Columbia

Lottery Corporation.  The decision was part of the government’s interim gaming framework that

was intended to address certain legal questions surrounding conduct and management of casinos.

The net effect of this decision was to establish a clear separation between the provincial agency

responsible for the conduct and management of casinos and the agency responsible for charitable

gaming.  The separation was intended to ensure compliance with provisions of the Criminal Code.

It should be noted that, up to this point, it was the Gaming Commission that received, reviewed

and decided on relocation of casinos.  It continues to have the authority to make decisions on the

relocation of bingo facilities.

2.1.c  The British Columbia Lottery Corporation (BCLC)

The British Columbia Lottery Corporation was incorporated in 1984 and is continued under the

Lottery Corporation Act of 1985.  Its original mandate was to conduct and manage ticket lotteries.

The Lottery Corporation’s legislative mandate is contained in the Lottery Corporation Act.viii  The

Act requires that net profits of the corporation are to be paid into the provincial consolidated

revenue fund.  The Act also specifies that the corporation is for all purposes an agent of the
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government.  The other key point is that one of the objects of the corporation is to develop,

undertake, organize, conduct and manage lottery schemes on behalf of the government.  The

corporation is controlled by a board of not more than nine directors appointed by the Lieutenant

Governor in Council.

With the advent of electronic and linked bingo and the introduction of slot machines into the

province in 1997, the government expanded the mandate of the Lottery Corporation to include this

equipment to ensure that the province was not in contravention of the Criminal Code.  As was

previously mentioned, the Lottery Corporation assumed responsibility for charitable casinos

around this same time.  The government made these administrative or organizational decisions in

1997/98 as an interim measure until it submitted comprehensive gaming legislation to the

Legislature for its consideration.  Essentially, two discrete but interrelated policy decisions are in

play here.  The first is an expansion of gaming activity and the second is a reorganization of the

administration of gaming activity.

The mission statement of the Lottery Corporation is included in its 1997/98 Annual Report .  It

reads as follows:

As the major advocate on gaming policies and the principal operational agency of
commercial gaming within the jurisdiction of British Columbia, the Corporation will
contribute significantly to government revenues and economic growth through
providing top-quality gaming entertainment to the public in a socially responsible
manner.ix

Among the six corporate objectives identified in the Annual Report, the first is "to maximize

gaming revenue to the Province of British Columbia." The link between the mission statement and

this objective is fairly obvious.  In 1997/98 the Corporation transferred $283.4 million to the

provincial government.x

2.1.d  The Gaming Audit and Investigation Office (GAIO)

The Gaming Audit and Investigation office was established in 1995 as a result of recommendations

contained in the 1994 Report of the Gaming Policy Review.xi That review recommended that

monitoring and enforcement of gaming activities be separated from those organizations responsible

for the delivery of gaming programs, specifically the Gaming Commission and the Lottery

Corporation.  As a result of this "separation concept," GAIO was located within the Ministry of the
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Attorney General.

The 1999 White Paper indicated that the formal mandate of GAIO, as authorized by the Attorney

General, is to:

•  register individuals and companies involved in lawful gaming in British Columbia;
•  investigate any occurrence which may be of a criminal nature or bring into

disrepute lawful gaming under either s. 207 of the Criminal Code or provincial
enactments; and

•  audit and review gaming operations and organizations against standards established
by provincial legislation and policy.xii

2.1.d.i.   Registration Program

Companies providing goods and services to the gaming industry are required to undergo due

diligence investigation to prove the integrity of the key persons—directors, officers,

shareholders and associates—by way of criminal record checks, credit checks and other

checks appropriate to the application. The corporate entity is similarly vetted for corporate

governance, finances and compliance history.  These due diligence investigations frequently

require travel to other jurisdictions in Canada and elsewhere and liaison with police forces,

regulators and the financial communities in those jurisdictions.  The applicant pays the out-of-

pocket costs of these investigations.  Each corporate registrant is monitored during the

registration period for significant corporate changes affecting personnel, financing, corporate

structure, corporate governance and regulatory compliance worldwide.

Individuals working at gaming sites in the province are cleared by GAIO after pertinent

criminal record checks and financial checks have been conducted.  Once scrutinized, such

individuals are issued identification cards which must be worn while working at a gaming site.

Other due diligence work is conducted on gaming supplies, particularly electronic gaming

supplies.  These are tested to ensure the product performs according to specifications and

government requirements.  Supplies having monetary value, such as chips, are tested and

checked for security features to prevent counterfeiting.  The owner of gaming sites may differ

from the gaming service provider who is the tenant.  Where the ownership differs, the owner

of the site is investigated to ensure that government and the public interest are protected.

2.1.d.ii  Investigation Program
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GAIO conducts investigations of alleged Criminal Code gaming-related offenses occurring at

gaming sites.  These investigations may be specific to the operation, to a person within the

operation or to the use of gaming funds by the charity recipient.  As well, investigations are

conducted where serious or complex regulatory breach is determined or suspected to have

occurred.  Investigations are conducted on suppliers and service providers where allegations

of misconduct or illegal conduct are alleged.  Investigations may also be conducted into illegal

gaming activities in conjunction with those police agencies with jurisdictional responsibility.

2.1.d.iii  Audit Program

GAIO conducts operational audits to determine compliance with the Terms and Conditions of

License issued by the  Gaming Commission, including uses of net gaming proceeds or

compliance with Standard Operating Procedures established by the Gaming Commission or

the Lottery Corporation.  Audits are a proactive program designed to monitor for the ongoing

integrity of gaming operations and to determine any control weaknesses that may need to be

brought to the attention of either the Lottery Corporation or the Gaming Commission.

As noted in the White Paper, neither the Lottery Act nor the Lottery Corporation Act includes

specific provisions for GAIO’s enforcement activities.   GAIO has entered into memoranda of

understanding with both the Lottery Corporation and the Gaming Commission, identifying the

roles and responsibilities of each and what each organization will communicate to the other.

To give some appreciation of the different roles and responsibilities, the Memorandum of

Understanding between GAIO and the Lottery Corporation is attached as Appendix 6.

2.1.e  The British Columbia Racing Commission

Horse racing is regulated under the gaming and betting part of the Criminal Code and is outlined in

its own section, Section 204.  Some view racing as a sport and as a part of the agricultural industry.

While this view is correct, it is equally correct to see horse racing as one sector of the gaming

industry in the province.  Until recently, the tendency was to consider horse racing separately from

other forms of gaming.  There are, however, zones of convergence such as the Lottery

Corporation’s offering certain programs at racetracks and suggestions that slot machines be

permitted at racetracks.  One distinction between horse racing and other forms of gaming is that the
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former is regulated by both the federal and provincial governments.

In British Columbia, racing is regulated by the British Columbia Racing Commission.  The Racing

Commission is established by statute, the Horse Racing Act.xiii  Essentially the Racing Commission

regulates the operation of all horse racing sites and training centres.  It is also the licensing

authority for racing.  Finally, it is the sole and absolute authority to assign racing days.  A "race

day" is a day assigned to an association by the Racing Commission on which the association may

carry on horse racing.

2.2  Recent Studies and Reports

Over the past few years there has been a steady stream of policy papers, studies and

pronouncements on gaming of which this review is the most recent.  Because the various

documents are referred to frequently in this review, it seemed useful to list them to give a better

understanding of what has preceded this report.  Several of the themes or ideas in these materials

have been of great assistance in formulating recommendations in this report.  Many of these

reports are based on wide consultation and background studies prepared specifically for that

particular assignment.

The documents include:

1)   Report of the Gaming Policy Review released in October 1994.  This report announced a

number of decisions reached by the provincial government Among others:  there would be no

Las Vegas style casinos ("major casinos"); the 1987 moratorium on new charitable casinos

would be lifted; a moderate number of video lottery terminals would be introduced; and

electronic bingo would be introduced.  There would be gaming legislation to strengthen

regulation and enforcement and policies would be put in place to deal with problem gambling.

2)  Gaming Review:  Expansion Options and Implications  released in March 1997.  This study

outlines a variety of options for expanding gaming in the province.  The information in the

report is based on a study prepared by KPMG.  After examining the report, the government

released it and announced a new gaming policy.  For example, it reaffirmed the earlier

decision to prohibit major casinos and indicated, at the same time, that video lottery terminals

would not be allowed in bars and pubs.  The policy announcement also indicated that

destination casinos and new charity casinos and bingo halls would require local government
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support.  A few days later there was a more specific announcement on destination casinos.

3)  Request for Proposals:  Destination and Charitable Gaming Facilities  released in July 1997.

This document, otherwise referred to as RFP, set out the detailed guidelines for those wishing

to submit proposals.  The acknowledged purposes of the RFP were:

• to evaluate proposals for relocations, across municipal boundaries, of existing
gaming facilities;
• to solicit proposals for the development of new gaming facilities in B.C.xiv

The objectives of the RFP were to have the government "consider a moderate, measured and

co-ordinated expansion of gaming opportunities in B.C."xv

4)  Gaming Policy Recommendations released in March 1998.  This report arises from a January

1998 court decision upholding a challenge to the province's authority to determine, by

regulation, the distribution of proceeds from  charitable gaming.xvi  As noted in the report, the

court decision "did render invalid certain aspects of the administrative and regulatory structure

put in place to implement [the gaming policy objectives of government].”  The January 1998

court decision came right after an earlier court decision upholding Vancouver's bylaw

prohibiting slot machines in charitable casinos.xvii

5)  Bingo Review:  Options for a Revitalized Bingo Gaming Sector  released in February 1999.

This study gives an overview of bingo in the province.  In April 1998, Minister Farnworth

announced an interim gaming policy in light of recent developments arising from the

successful court challenges.  He included the Bingo Review as part of this policy package.

6)  Report on Gaming Legislation and Regulation in British Columbia  released in February

1999.  Minister Farnworth released this document, commonly referred to as the White Paper,

at the same time as he released the Bingo Review.  There was consultation with various groups

and individuals in the preparation of both papers.  As one would expect, the White Paper

generated additional debate on gaming policy.  As noted in the White Paper:

This initiative followed several years of policy review and implementation of
gaming expansion and diversification in the province.  It also followed
unprecedented levels of court activity involving the province, various
municipalities, several charity groups, and government and commercial
operators.  Legal challenges, court decisions and appeals have required some
changes to government's originally intended program of moderate gaming
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expansion.  They also resulted in implementation of an "interim" regime defining
the structure and roles of participants in government and charitable gaming.
While the interim regime has served to bridge the period and circumstances of
uncertainty, many of the current issues now in dispute or doubt will be resolved
only with a set of clear policy decisions and the introduction of enabling
provincial legislation.xviii

7)  Horse Racing Review released in September 1999.  This review is the final study of the

different gaming sectors in the province.  The report is a broad review of the horse racing

sector and includes a considerable amount of data comparing horse racing to other forms of

gaming in the province.  The assessment of the consultations following the release of the

review has yet to be released.

The June 17, 1999 announcement of this review also included a policy statement terminating

gaming expansion in the province.  The interim policy continues in effect as modified by the June

17, 1999 statement.
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3.   FINDINGS OF THE REVIEW—THE
  FAULTLINES

At the outset of the review, it was by no means certain what would result from the various meetings,

discussions and presentations.  By the end of the review, however, certain themes had become clearly

evident.  In assessing these themes, one must recognize that there is an element of self-interest in the

views expressed and articulated by those offering comment.  Discounting this element of bias, specific

comments, concerns, apprehensions and desires do stand out.  Their frequency, coming as they did

from very diverse interests, also make them worth repeating.

Perhaps the single most important theme is the recognition, but not necessarily acceptance, that the

status of gaming in British Columbia today is fundamentally different from what it was just a few years

ago.  The obvious manifestation of this change is the expansion of gaming through the addition of slot

machines, an increase in the number of casinos as a result of the RFP process, and changes to betting

limits and hours of operation.  At the very centre of this expansion is the provincial government

orchestrating and overseeing this transformation.

Government has gone from being primarily a regulator of gaming to being both regulator and chief

promoter.  This new role is reflected in the 1997/1998 Annual Report of the Lottery Corporation and in

a number of the policy papers referred to in the previous section.  The new role is probably the primary

distinction between the earlier period (which for the purposes of argument can be referred to as the pre-

slot machine period) and the current situation (or post-slot machine period).  What has happened in

British Columbia parallels a similar phenomenon in other provinces.  One could argue that the

transformation took place much earlier when governments became involved in lottery schemes.

Whichever date one chooses to select, the introduction of slot machines in British Columbia has had a

profound and, to some, disturbing effect on the gaming sector.

The second theme is a direct result of this transformation and the new role of government in gaming.

This second theme, for want of a better term, can best be described as the development of faultlines.

With faultlines come tension and stress.

The various faultlines are as follows:

1.  gaming proponents and opponents,

2.  provincial and municipal governments,
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3.  casino operators and the Lottery Corporation,

4.  bingo and casinos,

5.  racing and casinos.

One would expect to encounter some of these faultlines such as the division of opinion between those

favouring and opposing gaming and its expansion or the ongoing differences between the provincial

and municipal orders of government.  The others appear more directly linked to government’s new role

as promoter.  While these faultlines may be well known to those directly involved in the gaming

industry, to the casual observer they are not as obvious.  Each faultline requires a brief comment

because the recommendations which follow are based largely upon them.

3.1  Gaming Proponents and Opponents

For every action there is a reaction, and gaming is no exception.  The province, through its various

studies and reports, has been the key architect and promoter of gaming expansion.  The January

1997 Gaming Review: Expansion Options and Implications  set the stage for this debate.  While

the status quo is presented as an option, the thrust of the report is the presentation of a number of

alternatives for expanding gaming in the province.  This possibility led to criticism, and segments

of the public organizing and mobilizing public opinion in opposition.  One example is "CAGE,"

Citizens Against Gambling Expansion.   Opposition was found at several municipal councils,

including Vancouver, Surrey, Richmond and Victoria, which approved policies prohibiting slot

machines within their respective municipal boundaries.  It should be noted that these four

municipalities account for a significant percentage of the provincial population.

Arguments for expansion usually focus on economic benefits, and range from significant increases

in provincial revenues to increases in employment, economic development and tourism.  Critics of

expansion often focus on social and moral arguments and view gaming as a tax on the poor leading

to an increase in crime and problem gambling.xix  While critics view government’s involvement in

gaming with both distaste and a certain degree of cynicism, some also recognize that government

withdrawal is unlikely.

3.2  Provincial and Municipal Governments

The issue here is the nature of the relationship between the two orders of government.  Section 92

of the Constitution Act, 1867 gives provincial legislatures exclusive legislative jurisdiction over
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municipal governments.  This authority is generally manifested through legislation such as the

Municipal Act.  That said, municipal governments have at their disposal a wide range of policy

areas over which they exercise considerable control including land use, business licensing,

building permits and the provision of local services.  Accordingly, when it comes to gaming policy,

municipal governments have a very real role to play with respect to what occurs within their

boundaries.  As already noted, a number of municipalities have passed bylaws or resolutions

prohibiting the installation of slot machines within their boundaries.

Recognition of some municipal role is reflected in a number of the recently released provincial

position papers.  For example, the July, 1997 Request for Proposals: Destination and Charitable

Gaming Facilities, makes it clear that any proposal must have demonstrable "host" local

government support in the form of a resolution.  Without that support, the provincial government

would not consider the proposal.  In addition, proponents were to secure the views of adjacent

local governments.  The other policy which warrants attention is that "host" local governments

would receive one-sixth of the net gaming income from the destination gaming facility, an

inducement to encourage local support.xx

The Request for Proposals (RFP) process which contemplated an expansion to gaming in the

province set in place a new dynamic, the right of local governments to approve new gaming

facilities within their boundaries.  But what about existing facilities?  The expectation on the part

of the province was that slot machines would go into existing casinos, prompting some local

governments to challenge this assumption and to go to court to have their position affirmed.  In

October 1999, the British Columbia Court of Appeal struck down the Surrey bylaw prohibiting slot

machines.xxi

The January, 1999 White Paper on gaming legislation contained a detailed commentary on the role

of local governments.  The draft legislation conferred authority on local governments to approve

new facilities within their boundaries, reflecting the commitments contained in the RFP document.

The draft legislation also included a section which authorized the minister to override a municipal

limitation on gaming with respect to pre-existing facilities.  In short, the question of where

paramountcy rested with respect to the introduction of slot machines in the existing charitable

casinos was resolved by this section.  Provincial policy would be paramount.xxii  It goes without

saying that this proposal was criticized by both the Union of British Columbia Municipalities

(UBCM) and those local governments that had adopted bylaws prohibiting the introduction of slot
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machines within their boundaries.  The UBCM had recommended that "the right of local

governments to determine the extent and type of gaming in their communities be recognized in the

Gaming Act."xxiii  The province and local governments were on a collision course.

The June 17, 1999 Memorandum of Agreement (MOA) with the UBCM resolved the policy

dispute, with the municipalities achieving their major objectives.  These include the right of local

governments to approve the introduction of slot machines, a share (10 percent) of the proceeds

from gaming within their boundaries and affirmation of their land use (zoning) authority.  To the

UBCM, the MOA was recognition and vindication of their position and demonstrates the link

between gaming and community interests.  To critics, the MOA is an abdication by the province of

its overall responsibility for gaming policy.

While it appears that the faultline between the province and municipalities has disappeared, it may

be only temporary because the Lottery Corporation may cause municipalities to review their

policies governing slot machines.  If a particular municipality does not want slot machines within

its boundaries, the Lottery Corporation, in fulfilling its mandate to maximize revenues for the

provincial government, believes it has an obligation to pursue the relocation of casinos to

municipalities that are more receptive to the idea.  This carrot and stick position may lead to

further strains between the province and individual municipalities.

3.3  Casino Operators and the British Columbia Lottery
Corporation

On March 13, 1997, the government announced its new gaming policy.  Among other things, it

authorized charitable casinos to introduce slot machines "to allow them to compete with casinos in

other jurisdictions, particularly those in Washington state."xxiv  The government released the

Request for Proposals (RFP) document in July 1997.  Having ruled out Las Vegas style casinos on

March 13, it set the maximum size of a casino at 30 tables and 300 slot machines.xxv   There were

17 charitable casinos that offered table games only in operation in British Columbia.  Appendix 7

gives a listing of the 17 existing casinos and the three destination casinos that have received final

approval.  At that time, slot machines had not been introduced in the province and the Gaming

Commission regulated the existing charitable casinos.

The RFP document envisaged two types of casinos, the existing charitable casinos and the new

Appendix C



21

destination casinos.xxvi  As noted previously, the 1999 draft legislation reflected this duality.  The

Lottery Corporation would be responsible for new destination casinos, while the existing charitable

casinos, even though they were now in a position to introduce slot machines, would continue to be

regulated by the Gaming Commission,.  In April 1998, the government announced a change in this

regulatory structure.  As part of its interim gaming policy, the government transferred

responsibility for all casino operations to the Lottery Corporation "in compliance with Canada’s

Criminal Code, which only allows electronic gaming to be conducted by the provincial

government or its agent."xxvii  The actual transfer of responsibility for casinos took place in June

1998, just after the government announced approval in principle for the first three destination

casinos.xxviii

Assuming responsibility for all casino operations represented a major shift in focus and mandate

for the Lottery Corporation.  While the Lottery Corporation had extensive experience in managing

lotteries, it had no experience in supervising casinos.  When it acquired its new mandate, it was

faced with two tasks.  One was to negotiate the various agreements with those destination casinos

receiving approval in principle.  The other was to develop a working relationship with the existing

casino operators, otherwise known as service providers.  Obviously the two tasks had to be

conducted concurrently and it is here that faultlines began to appear.

As an interim measure, the Lottery Corporation entered into two-year contracts with the existing

casino operators.  By contrast, the RFP document specified that successful proponents for the new

destination casinos would be given 10-year contracts with a 10-year renewal option.xxix  To

existing casino operators, there is an apparent double standard in terms of their treatment by the

Lottery Corporation.  They are worried and uncertain about their future.

The first destination casino to receive final approval and to begin operation was the Royal City

Star Riverboat Casino in New Westminster.xxx  The new facility set a new casino industry standard

for space, surveillance and other amenities.  It is a standard which the Lottery Corporation believes

the existing casino operations must meet now or in the immediate future.  Because of this new

standard, relocation becomes a distinct alternative, for the simple reason that many of the existing

premises either do not have the space necessary to meet this new standard or are thought to be in

the wrong location to attract customers.  As part of its gaming policy the City of Vancouver has

placed square footage limits on casino operations, which adds a further complication.
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The Lottery Corporation has placed its own employees in the casinos.  Their function is to service

the slot machines that are the property of the Lottery Corporation.   The corporation also has in the

casino an individual who acts as the Corporation’s supervisor.  With two different personnel

groups, the possibility of conflict and confusion over who is ultimately in charge increases.

Existing operators feel they possess far greater knowledge about casino operations than does the

Lottery Corporation.  On the other hand, the Lottery Corporation feels that some of the operators

are uncooperative and have not adjusted well to the new administrative structure.

British Columbia, unlike some other provinces, has adopted a model for casinos being operated by

the private sector or First Nations.  This approach is certainly reflected in the RFP document which

invited proposals from individuals, consortia, companies and First Nations.  The link between the

Lottery Corporation and the operator or service provider is by contract.  In the case of destination

casinos, the Lottery Corporation and the intended service provider negotiate the 10-year contract.

When these negotiations are concluded, the minister (now the deputy minister) reviews the contract

and decides whether or not to give final approval, ending the RFP process.  Final approval is

contingent on successful contract negotiations.

The situation for existing casinos is different in that they are already in operation and their

contracts extend only until May 31, 2000.  What the operators seek is some degree of certainty

about their future.  They are unlikely to invest money in an upgraded or relocated facility if there is

no guarantee that their investment will be given comparable treatment to that offered to the

destination casinos.  The nagging question is, what happens if the Lottery Corporation and an

existing operator are unable to reach an agreement?  Is the casino operating permit forfeit?  Is it

transferable to another existing operator or to a new operator through competition?  Should there

be a procedure for reconciliation of differences?  If so, who or what body would exercise this

responsibility?  These issues need to be addressed in light of the very real probability of a number

of requests for relocation.

3.4  Bingo versus Casinos:  The Changing World of Gaming

There are two complementary issues associated with this faultline.  The first is the desire on the

part of bingo operators to reverse the gradual decline in bingo receipts and bring in new players.

The second is that the government, in the form of the Lottery Corporation, is perceived as a

competitor to bingo.  This second theme arises from the expansion of gaming in the province, the
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vagaries of the Criminal Code and the Lottery Corporation’s new mandate.

In April 1998, Minister Farnworth announced he would undertake a strategic analysis of British

Columbia’s bingo sector.xxxi  In the same news release, he guaranteed charity gaming revenues of

$125 million in 1998/99.  This policy decision was a direct result of a successful court challenge

by the Nanaimo Community Bingo Association with respect to the government’s revenue

distribution model contained in the Gaming Proceeds Distribution Regulation .xxxii  The Minister

released the Bingo Review and the White Paper at the same time.xxxiii  The June 1999 agreements

with the BC Association for Charitable Gaming and the Charitable Bingo Association Committee

of the Bingo Council of British Columbia signal the end to the revenue distribution controversy.

Since the two agreements are identical, the possibility of a future dispute over which of the two

groups speaks for charities should not be overlooked.

The Bingo Review provides one with a useful overview of the state of bingo in the province.  Some

of the findings are relevant to this review and have certainly surfaced in the meetings held.  The

following quotations from the Bingo Review are particularly germane.

Bingo revenue has now leveled out and recently has begun to decline.

This phenomenon is not unique to British Columbia.  It is apparent in most
other bingo jurisdictions and appears to have occurred even without full-scale
competition from other forms of gaming.  This trend was evident in British
Columbia before the introduction of enhancements to charity casinos, and is
evident even in communities without casinos.  (p. 5)

In order to comply with the requirements of the Criminal Code, electronic
and linked bingo were offered, when approved, as government bingo, not
charitable bingo.  To ensure that there was no question respecting their
legality, they were introduced under section 207.(1)(a) of the Criminal Code
and conducted and managed by the Lottery Corporation as agent of
government.  This resulted in a bingo framework that had the potential to
generate competition between government bingo and charitable bingo within
the same facility.  (p. 7)

Throughout most of North America, as in British Columbia, bingo is currently a
static or declining form of gaming.  The primary exceptions to this trend are
jurisdictions that have limited competing forms of gaming.

Other jurisdictions have introduced technologically enhanced forms of bingo in an
effort to enhance the sector.  These efforts have produced mixed results.  The
following represent the three primary technological enhancements available in the
bingo sector.

•  "Linked" halls
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•  Hand-held devices
•  Console-based devices

Each of these enhancements has produced positive results in some jurisdictions.  Of
these, linked halls and hand-held devices appear to provide the greatest potential
benefits in a highly competitive market.  Few jurisdictions have introduced console-
based devices.…

Regardless of the technological enhancement, paper bingo remains the foundation of
a successful bingo operation.  (p. 11)

Bingo players in British Columbia tend to be older and less affluent than lottery,
casino or horse racing patrons.  They also tend to play their preferred game more
often than patrons of other forms of gaming.  There appear to be two distinct groups
of bingo players:  a core group of dedicated players and a larger group of casual
players.

For bingo to remain viable on an ongoing basis, efforts must be made to attract new
players.  Increased marketing efforts focused on existing core players are unlikely to
achieve much growth, while similar efforts focused on casual players may achieve
limited growth.  The key to ensuring the ongoing viability of the sector, however, is
attracting a broader player base.

Some members of the general public indicate that there are no initiatives that would
immediately encourage them to play bingo more often, or at all.  Some of those
individuals will likely never play bingo.  Some, however, may be attracted over time,
as long-term efforts to improve bingo facilities and offerings result in a gradual
change in the public's view of bingo.  Some jurisdictions have found that greater
public exposure to bingo can be achieved through locating bingo halls in facilities
that also offer other forms of entertainment.

The success of any such initiatives will be measured by the degree to which they
enhance the public's perception of bingo and contribute to an expanded player base.
(p. 12)

The two memoranda of agreement commit the government to seeking amendments to the Criminal

Code "to provide greater legal certainty" and "to permit the broad use of technology in bingo by

licensed charities."  Because the Criminal Code applies nation-wide, it will probably be necessary

to get other provinces on side before these amendments are given serious consideration.  Until

such amendments are enacted by Parliament, the Lottery Corporation retains the legal authority.

In particular, the Bingo Review underlines the competitive nature of gaming.  The largest promoter

of gaming in the province is the Lottery Corporation which, because of the Criminal Code

provisions, has responsibility for electronic gaming including electronic bingo and linked bingo.

In addition, the paper used in bingo is currently supplied by the Lottery Corporation.
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If the future success of bingo is partially dependent on technology or new kinds of paper bingo, it

is the Lottery Corporation which has final authority over when, where and what will be introduced.

Under the memorandum of agreement with the Union of British Columbia Municipalities, local

governments can now define the type of bingo gaming permitted within their boundaries which

further complicates matters.  In a competitive market, there is certainly room for bingo operators to

perceive an apparent conflict of interest in decisions of the Lottery Corporation.  Under the

memoranda of agreement with the BC Association for Charitable Gaming and the Bingo Council

of British Columbia, the province,

reaffirms its commitment to the existing charitable guarantee of a minimum $125
million annually, indexed annually at the rate of Vancouver CPI, with a formula that
ensures charity entitlement to an amount, after accounting for retained bingo
revenues, equal to 1/3 of ongoing net community casino gaming revenue.xxxiv

This provision is a reminder that the existing (non destination) casinos were initially charity

casinos and ties bingo revenue to casino revenues.  The pressure on the province to continue this

level of funding is considerable.

3.5  Horse Racing versus Casinos:  The Changing World of Gaming

Attendance at live horse racing has been in decline over the past few years.  As stated in the 1997-

1998 Annual Report of the British Columbia Racing Commission,

Most industry analysts agree that live wagering and attendance have been affected to some
degree by the introduction of live teletheatre outlets and by an increasing number of gambling
alternatives.  Other reasons for the decline include the need for new marketing approaches and
changing demographics.xxxv

The horse racing sector is experiencing problems similar to those facing the bingo sector—

competing forms of gaming, changing demographics and a need for new marketing approaches.  In

some jurisdictions racetracks are closing.

What has maintained the overall level of wagering on horse racing is the introduction of

simulcasting.  Simulcast wagering takes two forms:  people in the province wagering on live race

events in other jurisdictions and the reverse, where people outside the province wager on British

Columbia racing events.  The dilemma is that the long term future of the sector is dependent on

attendance at live racing.  As noted in the Horse Racing Review, "While simulcasting has helped

many horse racing jurisdictions maintain and even increase their total handle, it has not directly
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benefited local live racing in these same jurisdictions.  More local benefits are created when

gaming customers wager on local, live races."xxxvi

The dilemma facing the industry is how to increase its player base.  One of the conclusions of the

Horse Racing Review is:  "From the results of the surveys, it is evident that the current market

potential of the horse racing sector could be increased in the future."xxxvii  In searching for solutions

to increase attendance and revenues, the Review suggests introducing slot machines at racetracks.

(This proposal is discussed elsewhere in this report.) This idea serves to the highlight the

increasing interdependence of the various sectors of the gaming industry.  It also means that the

Racing Commission and the Lottery Corporation would need to develop a close working

relationship.
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4.   RECOMMENDATIONS

This part of the report is divided into seven sections:

1.   General

2.   Relocation

3.   Changes to existing facilities

4.   The evaluation criteria

5.   Horse racing

6.   Destination casinos

7.   The interim period.

4.1  General

To put the following recommendations in context, one must consider the terms of reference of the

review.  A second consideration is the content of the three memoranda of agreement the province

signed on June 17, 1999 with the UBCM and the BCACG and on June 18 with the BCBC.  The

third factor one needs to reflect on is that the recommendations contained in this review are only

one component, although an important one, of a new and comprehensive policy framework.

In this respect there are two overarching recommendations.  The first is the immediate need for

legislation to provide both a secure legal foundation for gaming policy and activities and to set out

in a clear and unequivocal manner the regulatory authority for gaming in British Columbia.  The

second is the need for a comprehensive process by which applications for relocation or changes to

existing facilities are evaluated.

From the various discussions and presentations associated with this review there appears to be

nearly universal recognition that legislation is essential.  Moreover, if some of the central

objectives of public policy are certainty, stability and predictability in the gaming sector,

legislation must be enacted now.  While it is reasonable to assume that the legislative calendar is

crowded, the number of individuals, communities, local governments, other organizations and

agencies of the provincial government with an interest in this subject is too large to ignore.  When

the government announced its interim gaming policy in April 1998, the expectation was that

legislation would soon follow.  This did not happen.  Policy development through ministerial

announcements or judicial interpretation is not a substitute for carefully thought-out legislation.
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For the past few years, there have been a number of statements from the government that gaming

legislation is imminent, especially after the release of the 1999 White Paper which included a draft

of a gaming act.xxxviii  Given the response to both the White Paper and the three memoranda of

agreement the province signed last June, it is evident that the legislation proposed last year needs

to be reconsidered.  The three memoranda of agreement include clauses that require the province

to "consult in a meaningful way with local government [and charities] regarding the form and

content of legislation before it is introduced into the Legislature." In turn, the organizations with

which the government signed the agreements have undertaken "to actively and cooperatively work

with the Province in the development of comprehensive gaming legislation."

Recommendation 1:   That the minister responsible for gaming introduce gaming

legislation in the next session of the Legislature.

Recommendation 2:   That the province fulfill the requirements of the three

memoranda of agreement on gaming policy to consult in a meaningful way with local

governments and charities before introducing gaming legislation.

The past few years have seen an expansion in gaming activity in the province and continuing

uncertainty about the regulatory framework within which gaming policy has evolved and continues

to operate.  One example was the decision to transfer responsibility for charitable casinos to the

Lottery Corporation.  Another is the use of agreements between GAIO and the Lottery Corporation

outlining their respective roles when it comes to enforcement.  Another is the lack of clearly

defined processes and procedures for decisions regarding relocation of existing casinos.   Other

examples can be selected but the point is that the development of the regulatory framework has

been more reactive than proactive.

In the course of this review it became evident that the existing structure for regulating gaming in

the province needs to be reconsidered and modified.  The principal agency for developing and

promoting gaming in the province, apart from the provincial government itself, is the Lottery

Corporation.  The gradual emergence and identification of this role, particularly since the province
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embarked on its policy of expansion, has given the Lottery Corporation considerable authority in

policy-making.  There is no corresponding check and balance to this authority.  It has been argued

that this role and responsibility is a direct result of the vagaries of the Criminal Code that requires

the Lottery Corporation to be the "operating mind."  There is nothing in the Criminal Code to

prevent an independent provincial body from regulating certain activities of the Lottery

Corporation.  While rulings or decisions of such a regulatory body may limit the scope of the

Lottery Corporation’s authority, the proposed agency would not directly conduct or manage the

gaming industry but would certainly regulate aspects of that industry.  Regulation and operation

are fundamentally different spheres of policy activity.  Just as the Canadian Radio-television and

Telecommunications Commission does not provide broadcasting services, the proposed agency

would not provide gaming services.  A more detailed comment is developed after the procedures

for relocation and change have been addressed.

4.2  Relocation

The question of relocation is potentially the most contentious matter addressed in this review.  The

terms of reference call for "detailed recommendations for an evaluation process for gaming

facilities seeking to be relocated."  The terms of reference also state that the recommendations

should be guided by the following criteria.

•  The evaluation process must be independent from direction or influence by elected

provincial officials.

•  The evaluation process must be transparent, open and fair to all participants and the public.

What is involved in relocation?  The word relocate means to move to a new location.  While the

meaning and intent of relocation is clear, the evaluation process by which a relocation is

accomplished must be developed.  The process is developed in this section.

A request to relocate a gaming facility can result from a variety of causes.  Examples include lease

expiration, insufficient space to accommodate expansion, deterioration of premises, loss of

premises due to accident, changing demographics in the surrounding community, changes in

zoning, inadequate parking, poor public transportation, expressions of concern by local

government and expressions of concern by the surrounding community.  These reasons would

apply equally to casinos, bingo halls and racetracks.
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A decision to relocate is seen by those involved in the gaming industry as primarily a business

decision.  Seen from their perspective, this view is understandable.  However, individuals,

communities, local governments and others potentially affected by the decision may see relocation

through a different lens.  As a consequence of these fundamentally different perspectives, the

process developed to review and decide upon relocation requests is of paramount importance.

Relocation proposals can vary from a move across the street, to elsewhere within the same

municipality, or to a different municipality.  In the case of proposals to move across municipal

boundaries, the relocation conceivably could be to a neighbouring municipality (e.g. Vancouver to

Burnaby) or to a different region within the province (e.g. Vancouver Island to the Lower

Mainland).  The possibility of trans-municipal boundary relocation requests is certainly a

possibility and may be partially dependent on whether or not a particular local government permits

or prohibits slot machines within its boundaries.  Either a service provider or the Lottery

Corporation may determine that enhancement of revenues warrants a trans-boundary move.  A

similar situation could arise with some bingo halls if municipalities limit the forms of electronic

bingo or if better opportunities are seen elsewhere.

What is the current relocation process?  Up to the point when the Lottery Corporation assumed

responsibility for charitable casinos in June 1998, the same procedures for relocation were in place

for both bingo halls and casinos.  They remain in place for the bingo halls which are still under the

jurisdiction of the Gaming Commission.  The Lottery Corporation inherited this process and is

currently reviewing these procedures as part of an overall review of the location of casinos.  From

the time it assumed responsibility for casinos, the Lottery Corporation’s experience with relocation

has been relatively limited.  With the freeze currently in place, all relocation applications or

considerations are being held in abeyance.

When relocating charitable bingo halls, the Gaming Commission uses the following procedure and

conducts its review in three stages:

•  the preliminary review,

•  the evaluation process,

•  approval to proceed and final inspection.

In the preliminary review, the Gaming Commission staff reviews the proposal.  The local

government and local police force are notified and asked to express their views, as is GAIO.  A
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review panel of the Gaming Commission meets to decide if the request should go the next stage—

evaluation.

In the evaluation stage the review panel assesses responses from the local government, the local

police force, GAIO and the Gaming Commission staff along with any other relevant information.

In addition, the review panel may call for a public hearing before reaching its decision.  Recent

practice has been for the Gaming Commission to hold public hearings.  When a public hearing is

used, the applicant, the local government, interested parties and the media are notified.  Written

comments are requested from interested parties which could be neighbourhood organizations,

surrounding communities, individuals, charities, local businesses and competitors.  Those who

wish to make verbal presentations are asked to indicate their interest.  If there is to be a public

hearing, the Gaming Commission staff present their report at that time.  In short, the public hearing

process is an opportunity for broad public input and for Commissioners to gauge the extent of local

support and opposition to a specific relocation proposal.

If the review panel gives approval, the successful applicant can then proceed.  Before the Gaming

Commission gives a licence, it inspects the premises and ensures that the applicant has secured all

necessary local approvals and permits.  At that point, final approval is given.  The complete

procedures, as found in the Gaming Commission's Charitable Bingo Association Governance

Manual, are found in Appendix 8.  From all accounts the relocation process has been seen to be

reasonable, workable and fair.

The Request for Proposals (RFP) document included a detailed process for the submission of

proposals which is also helpful in identifying different facets and factors which may enter into or

need to be considered in the relocation process.xxxix  It is recognized that the RFP process and the

proposed relocation process are very different in terms of their objective and intent.  As will be

seen below, the relevant parts of the RFP document deserve consideration, especially the

application process and evaluation criteria.  For example, some of the information requested in the

applications under the RFP process is equally relevant to a request for relocation.  These are:

•  Market assessment including the potential impact on existing gaming facilities in the same

market,   

•  Description and design of proposed facility,

•  Description of the number and mix of table games and the number of slot machines,

•  A business plan including the financing of the relocation, and
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•  A complete list and description of individuals, companies or other entity involved in the

project.

4.2.a  Establishment of an Independent Agency

The terms of reference for this review, as already noted, set out some but by no means all the

parameters for a relocation evaluation process.  These parameters include the following:

•  independence from direction or influence by elected provincial officials,

•  consistency with the memoranda of agreement on gaming issues,

•  transparency, openness and fairness to all participants and the public, and

•  evaluation criteria, unspecified, but possibly inclusive of socioeconomic indicators.

In assessing the foregoing, certain requirements for the evaluation process are patently obvious.  At

the provincial level, if final approval is to be independent from direction or influence by elected

provincial officials, it stands to reason that either a new, reconstituted or existing agency should

exercise that responsibility.  Of existing agencies, the logical candidates are the Gaming

Commission and the Lottery Corporation.  Given the mandate of the Lottery Corporation to

maximize revenues for the province and its obvious role in promoting its activities, the twin issues

of fairness and neutrality become salient.  The public must have confidence in the evaluation

process.  A process where the Lottery Corporation is both an advocate or stakeholder and the final

approving authority could undermine that confidence and is inappropriate in such a sensitive area

of public policy.

Essentially the choices come down to reconstituting the Gaming Commission, establishing a new

body to regulate the Lottery Corporation or establishing a new body to regulate specified decisions

of both the Gaming Commission and the Lottery Corporation.  The memoranda of agreement

between the province and the B.C. Association for Charitable Gaming and the Bingo Council of

British Columbia "affirms that the Gaming Commission is the sole licensing authority for

charitable gaming."  Accordingly, this responsibility would not change.  It makes little sense to

create an agency for the sole purpose of regulating the Lottery Corporation.  That leaves the other

two alternatives, reconstituting the Gaming Commission or creating a new agency.

There are advantages and disadvantage to both alternatives.  Is a new agency necessary?  Would an

additional body lead to inefficiencies?  How would appeals of Gaming Commission decisions
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concerning bingo be resolved?  Is there a possibility of bias on the part of Gaming Commission

and hence the potential for conflict?

On balance it appears that a new agency regulating both the Lottery Corporation and the Gaming

Commission is the best alternative.  There is no overlap of responsibilities.  The element of bias

disappears.  There is a clearly defined route for an appeals process, a need stressed in the 1994

Gaming Policy Review.  The new agency should be called the British Columbia Gaming Control

Commission.  To avoid confusion, the British Columbia Gaming Commission should be renamed

the British Columbia Charitable Gaming Commission.

The Gaming Control Commission would be designated as an agent of the Crown and as the prime

regulator of gaming in the province.  There would need to be a Gaming Control Commission

Board appointed by the Lieutenant Governor in Council.  The legislation must spell out clearly the

exact duties and scope of authority for the new agency.

Given the faultlines already identified, disputes may arise between the Lottery Corporation and

service providers or between individual charities, bingo associations and the renamed Charitable

Gaming Commission over policy matters.  The legislation should make it clear that the Gaming

Control Commission has the authority to mediate or otherwise settle disputes between the different

gaming sectors.  There may be occasion for the Gaming Control Commission to act as a facilitator

in resolving disputes between local governments over the location or relocation of gaming

facilities.  It should also be authorized to hear appeals on certain matters.  Given the importance of

relocation of facilities or changes to them including their closure, either temporarily or

permanently, the legislation should confer authority on the Gaming Control Commission to make

such decisions.

Recommendation 3:   That the gaming legislation establish a Gaming Control

Commission.
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Recommendation 4:   That the gaming legislation confer authority on the Gaming

Control Commission to receive, review and decide on relocation requests; to approve

changes to existing facilities such as increases/decreases in the number of table

games or slot machines and to resolve disputes and other matters as assigned by the

minister.

One further aspect of the regulatory function should also be considered at this point—the location

of GAIO.  To include its activities within the Gaming Control Commission could conceivably be

perceived as undermining its independence and ability to enforce operational compliance of

gaming activities.  It should continue to be part of the Ministry of the Attorney General.  This

differentiation of function is found in draft legislation contained in the 1999 White Paper and

should be reflected in the new legislation.  Rather than relying on interagency memoranda of

agreement, the proposed legislation should outline the responsibilities of GAIO, the Gaming

Control Commission, the Charitable Gaming Commission and the Lottery Corporation with respect

to enforcement and penalties for breaches of rules and regulations.

Recommendation 5:   That the Gaming Audit and Investigation Office continue as

part of the Ministry of the Attorney General.

Recommendation 6:   That the gaming legislation identify the roles and

responsibilities with respect to enforcement of gaming policy and penalties for

breaches of these policies.

Establishing an independent Gaming Control Commission does not mean that the government has

divested itself of setting general policy for gaming.  For example, it is reasonable that the

government retain the authority and responsibility for determining the overall number of casinos in

the province, the maximum number of table games and slot machines permitted in a casino,

maximum betting limits and whether or not slot machines should be introduced at racetracks
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(subject to the limitations of the MOA with the UBCM).  The gaming legislation should make

clear that the Gaming Control Commission is independent but that government continues to be

responsible for general policy.

Examples of this bifurcation of responsibility can be found in various statutes.  The Liquor Control

and Licensing Act contains the following provision.  "The general manager must, subject to the

orders and direction of the minister on matters of general policy, (a) administer this Act…."xl

Another example of bifurcation is the Broadcasting Act which includes a provision where the

"Governor in Council may, by order, issue to the Commission [the Canadian Radio-television and

Telecommunications Commission] directions of general application on broad policy matters with

respect to any of the objectives of the broadcasting policy set out … or any of the objectives of the

regulatory policy set out…."xli TheBroadcasting Act makes it clear that no order can be made with

respect to the "issuance of a licence to a particular person or in respect of the amendment, renewal,

suspension or revocation of a particular licence" or to any "licensing matter pending before the

Commission…."  Copies of orders have to be tabled in both houses of Parliament, are to be

referred to the appropriate parliamentary committees and are published in the Canada Gazette.

The minister is required to consult with the Commission before issuing such an order.  In

summary, the government retains the right and the responsibility to set broad policy directions for

broadcasting but must do so within clearly defined checks and balances.

Recommendation 7:   That the gaming legislation should establish the independence

of the Gaming Control Commission while making it clear that the Lieutenant

Governor in Council continues to exercise responsibility for general policy direction.

A closely related matter is a situation where the minister or the Lieutenant Governor in Council can

ask the Gaming Commission to undertake specific assignments.  The Manitoba Gaming Control

Commission has, among other things, the following duties:

a)  at the request of the Minister, to provide advice and recommendations as to
gaming activity;
b)  at the request of the Minister, to conduct public meetings or hearings for the
purpose of clause (a)…;
d)  at the request of the Lieutenant governor in council, to conduct public inquiries
into matters of gaming activity.xlii
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These provisions allow the Manitoba government to utilize the experience of its independent

gaming commission without compromising its independence. Gaming is constantly changing.

Before governments embark on policy changes, some process for public input and participation in

policy development is necessary if public confidence is to be restored and maintained.

Recommendation 8:   That the gaming legislation incorporate provisions authorizing

the minister or the Lieutenant Governor in Council to ask the Gaming Control

Commission to undertake special public hearings or inquiries.

Accountability of independent agencies is essential if they are to sustain public confidence in their

operations.  The legislation should include a provision requiring the Gaming Control Commission

to prepare an annual report to the minister detailing its activities.  The legislation should also

require that the report be tabled in the Legislature.

Recommendation 9:   That the legislation include a requirement for an annual report

from the Gaming Control Commission and that the report be tabled in the

Legislature.

 4.2.b  A Recommended Process for Relocation

A relocation essentially involves five different stages:

1)  preparation and submission of the application,

2)  preliminary review and interim approval,

3)  local government review and decision,

4)  final review, and

5)  final approval.

As will be seen, each stage may have several phases.  It should be recognized at the outset that

applications for relocation may be delayed or rejected at several of the stages.
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4.2.b.i  Stage 1—Preparation and Submission of the Application

One of the first tasks the new Gaming Control Commission is to determine what information is

required in a relocation application.  It must also decide who has standing to initiate a relocation

application.  In the case of casinos this is particularly relevant in that a relocation could

conceivably be initiated by either the service provider or the Lottery Corporation separately or

jointly with the service provider.  As previously mentioned, much of the information required in

the RFP process would also be required in a relocation application.

The following types of information should be included in the application for relocation:

• Name of applicant,

• Reason for the relocation application,

• Proposed location—municipality/regional district, site specifics and description of

surrounding communities within a one kilometre radius (note:  the radius may vary

depending upon population density),

• Market assessment, including the potential impact on existing gaming facilities in the same

market,  

• Description and design of proposed facility, including capital costs,

• Description of the number and mix of table games and the number of slot machines,

• A business plan including the financing of the relocation as well as,

-  Corporate information,

-  Corporate and staff organizational charts,

-  Description of marketing plans,

-  Financial projections and detailed operating budgets,

-  Staffing plans and costs,

• A complete list and description of individuals, companies or other entity involved in the

relocation project, including financial participation,

• Proposed method for community consultation.

As previously mentioned, the Lottery Corporation in trying to maximize revenues for the province

may pursue a policy of relocation of existing casinos from municipalities opposed to slot machines

to municipalities more favourably disposed to this aspect of gaming.  In pursuing this policy, the

Lottery Corporation first needs to assess the total provincial market and identify municipalities
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interested in expanding gaming within their boundaries.  It is currently considering developing its

own version of a request for proposals from interested municipalities.  Depending upon the

response, several potential relocations of existing casinos could be identified.

Recommendation 10:   That the Gaming Control Commission adopt a series of

policy guidelines detailing the information to be included in relocation applications.

 4.2.b ii  Stage 2—Preliminary Review and Interim Approval

Upon receipt of the relocation application, the Gaming Control Commission staff will examine the

application to ensure that it is complete.  Following this initial examination, the application is sent

to GAIO for its review and assessment.  If the relocation request is for a casino and the Lottery

Corporation is a party to the relocation application, there is no need for it to be informed.  If not,

the application must be sent to the Lottery Corporation for its review and comment.  For bingo

facilities the views of the Charitable Gaming Commission (currently the Gaming Commission) are

requested.  As a general, rule both the Lottery Corporation and the Charitable Gaming Commission

should be apprised of any relocation request for the simple reason that the decision may have

implications for facilities within their mandate.

At the same time, the Gaming Control Commission should inform the local governments and

police forces affected by the proposed relocation.  If the relocation is within the same municipality,

normally only that municipality would be informed.  If the relocation is across municipal

boundaries, the municipality which will lose the facility and the one to gain the facility should both

be informed.  It may well be that either or both municipalities are aware of the relocation

application.  Advance notice ensures that the local government where the relocation will take place

is alerted to the possibility and can begin to consider its own review and approval process.  In

addition, if the relocation is close to the municipal boundary, adjacent local governments should be

notified of the relocation application.

Following receipt of the GAIO review and any comments from the Lottery Corporation or the

Charitable Gaming Commission or others, the staff of the Gaming Control Commission makes a

recommendation to the Commission itself.  The recommendation is to be based on its assessment

of the application, the GAIO review and other comments received.  At the preliminary review
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stage for relocation, it should be a requirement that both the service provider and, depending upon

the specific facility, either the Lottery Corporation or the Charitable Gaming Commission present

their views on the proposed relocation.  In some instances, both the Lottery Corporation and the

Charitable Gaming Commission may need to make presentations.  On some occasions it may be

necessary and appropriate for the Gaming Control Commission to mediate differences between the

various parties.

Either the full Commission or a panel selected by the Chair will meet to make an interim decision.

The Commission has several choices available to it.  At this stage the Commission may:

•  Give interim approval and forward the matter to the relevant local government for its review

and decision,

•  Reject the application in light of the GAIO review,

•  Reject the application because it finds the relocation request unwarranted or the proposed

location unacceptable,

•  Request more information before reaching a decision, or

•  Defer a decision pending resolution of specific concerns.

4.2.b.iii  Stage 3—Local Government Review and Decision

The preliminary review stage is essentially a closed process.  The local government review stage

becomes the first opportunity for public input and participation.  If a relocation application

involves a zoning decision, the Municipal Act requires a public hearing.xliii  However, if there is an

official community plan for the area in question and the proposed bylaw is consistent with that

plan, the local government can waive the holding of a public hearing.  If the local government does

not hold a public hearing, the Gaming Control Commission must ensure that the next stage (the

final review) includes a public hearing.  To ensure an open process, at some stage there must be an

opportunity for the public to express its views.  It should also be made perfectly clear at the outset

that if a local government rejects an application for relocation, the process terminates.

The Memorandum of Agreement (MOA) with the Union of British Columbia Municipalities

contains a number of provisions which have a direct bearing on relocation decisions and processes.

In the memorandum of agreement, among other things, the province:

•  affirms the jurisdiction of local governments, specifically with respect to their land

use and bylaw making powers;
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•  affirms the ability of local governments to make decisions as to whether or not new

facilities or re-located facilities will be permitted within their boundaries;

•  affirms the ability of local governments to direct and define the extent, scope and

type of casino and bingo gaming permitted within their boundaries.  It also affirms

the ability of local government to decide if slot machines or other similar devices

could be placed within their boundaries; and

•  will ensure that there is a legislative mechanism for consultation/ mediation with

adjacent  communities.

The MOA affirms  the authority of local government on a number of important policy matters.  An

affirmation of municipal authority represents a confirmation that these decisions are of critical

interest at the local level.  Local government approval has, therefore, become a necessary condition

for relocation within or across municipal boundaries.  The MOA could not make that reality more

clear.  Decisions can be made through zoning powers or a general bylaw which restricts gaming

activity, e.g., the prohibition of slot machines.  Thus, important components in the overall

assessment of a relocation are the processes and procedures in place at the municipal level,

particularly with respect to land use or zoning.

The public hearing provisions of the Municipal Act are certainly relevant to the terms of the

Recommendation 11:   That the gaming legislation reflect and confirm the provisions of

the Memorandum of Agreement between the province and the Union of British Columbia

Municipalities concerning:

1) jurisdiction of local government, with respect to land use and 

bylaw-making powers;

2) the ability of local governments to make decisions as to whether or 

not new or relocated facilities will be permitted within their 

boundaries;

3) the ability of local governments to direct and define the extent, 

scope and type of casino and bingo gaming permitted within their 

boundaries; and

4) the ability of local governments to decide if slot machines or other 

similar devices  could be placed within their boundaries.
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memorandum of agreement with the UBCM.  Under sec. 892, the local government must give

notice of the hearing.  The notice is to include the following:

Appendix C



42

•  the time and date of hearing;

•  the place of the hearing;

•  in general terms, the purpose of the bylaw;

•  the land or lands that are the subject of the bylaw;

•  the place where and the times and dates when copies of the bylaw may be inspected.

To inform the public, "The notice is to be published in at least 2 consecutive issues of a

newspaper, the last publication to appear not less than 3 and not more than 10 days before the

public hearing."  This same section also requires that if a bylaw alters the permitted use of an area,

owners "within a distance specified by bylaw" are to be notified by mail "at least 10 days before

the public hearing."  For example, the City of Vancouver uses the same notification guidelines for

liquor licensing as for casinos.  The specified distance is a 1,000 foot radius in the downtown area

and a 2,000 foot radius for facilities outside the downtown area.   The relevant provisions of the

Municipal Act are included in Appendix 9.

While the provisions of the Municipal Act are straightforward and provide for public input, the

question remains as to whether or not local governments should go beyond its provisions for public

consultation.  As a result of the memorandum of agreement, the province has acknowledged a

major role for local governments in the decision-making process with respect to relocation.  It

would now be difficult for the province to stipulate, beyond the requirements of the Municipal Act,

what process local governments must follow in reaching their decisions.  That said, there is nothing

to prevent the province from working with the UBCM to develop one or more models which local

governments might choose to follow.  During the meeting with the Gaming Committee of UBCM,

it was suggested that a one-size-fits-all policy would be inadvisable given the significant

differences in size and staff resources of local governments across the province.

In considering the role of local government in the approval process, a comparison with an equally

sensitive location policy is useful.  A helpful example for purposes of comparison is the process

that the Liquor Control and Licensing Branch has developed for the approval of neighbourhood

pubs.  Community input is part of the application process and the local government is responsible

for determining community opinion.  Of particular interest is the provision that the council must

state by resolution whether it "considers the majority of residents to be (in favour/not in favour) of

the licence being granted.”  This requirement leaves no room for ambiguity on the part of the

council.
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In the same resolution, the local government is required to give its views on various social factors

including proximity to other public buildings, e.g. schools or social facilities which would include

churches.  The resolution is also to address questions of traffic, parking, noise, and any other local

issue considered relevant.  In reaching a final decision, the general manager of the Liquor Control

and Licensing Branch is required to take into consideration the information in this resolution.  The

entire process is designed and intended to encourage and reflect community concerns.

The relevance and applicability of liquor laws to both the legislative provisions and the regulations

for gaming facilities seeking relocation is fairly evident.  The overall approach that the Liquor

Control and Licensing Branch uses for neighbourhood pubs is certainly in accord with a

transparent, open and fair process.  Of particular interest here are the processes for public

consultation.xliv

While a public process is required for establishment of a neighbourhood pub, the fact that the pub

is located in or adjacent to a residential area has generated a very specific approval process, one

where social considerations become more prominent.  While it is highly improbable that a casino

would elect, or be given approval, to relocate to a residential area, the question of adjacency or

proximity to residential areas cannot be overlooked.  With this possibility in mind, procedures

beyond the requirements of the Municipal Act should be examined jointly by the new Gaming

Control Commission and the UBCM.  Whether or not a more detailed process should be developed

for the relocation of bingo facilities should at least be examined by the Gaming Control

Commission, bearing in mind that many bingos already take place in community-based facilities.

While destination casinos are not included in the terms of reference of this review, the RFP process

required a demonstration of "host" local government approval.  The experience gained from the

RFP process may be helpful in developing processes at the local level for relocation.

For example, to ascertain the level of public support for gaming expansion, the City of New

Westminster undertook a comprehensive public consultation process.  They sponsored a public

forum with panelists holding a variety of views, both for and against gaming expansion.  They

engaged a national polling firm to conduct a telephone survey to canvass public opinion.  The third

component was to solicit public input through a notice in the newspaper.  The notice invited public

input by letter, e-mail or telephone.  People were also invited to attend a Council meeting to

express their opinion.  Before the public consultation process was complete, the City Council
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passed a resolution indicating it was prepared to consider additional gaming facilities in the City,

subject to certain conditions being met and an evaluation of the public consultation process.  In

Penticton, the City required the proponents to submit their proposal to a referendum.  Each of these

techniques is equally appropriate as a means of gauging public opinion on a relocation application.

Recommendation 12:   That the Gaming Control Commission and the Union of

British Columbia Municipalities jointly examine existing practices and procedures

for public consultation on gaming matters, such as relocation, with the view to

developing a set of guidelines available for the use of individual local governments.

4.2.b.iv  Stage 4—Gaming Control Commission Final Review

After the local government has made a decision with respect to a relocation application, it informs

the Gaming Control Commission of its decision.  As part of its report, the local government should

also indicate what process of public consultation they used to assist them in reaching their

decision.  In addition, they should indicate whether or not they sought the views of adjacent

municipalities and if these municipalities had raised any concerns.  If concerns had been expressed

what were they and were they addressed?

The local government has essentially three options.  It can:

•  approve the application,

•  approve the application with conditions, or

•  reject the application.

If the local government approves the application without condition, has held public hearings and

indicates there are no unresolved disputes with other municipalities, the final review should be

reasonably straight-forward and the Gaming Control Commission can give approval in principle.

If municipal approval is conditional, the Gaming Control Commission must review the conditions

with the service provider and either the Lottery Corporation or the Charitable Gaming Commission

to ascertain their views and whether or not they wish to proceed with the relocation.  The

Commission must also satisfy itself that the conditions conform to their policies and overall

provincial policy.  If the several parties are satisfied and indicate no objection to the conditions,
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the Gaming Control Commission can proceed with its final review.

If an applicant raises objections to the conditions, the choices are that the Gaming Control

Commission can ignore the objections, recommend the application be abandoned, send it back to

the local government for reconsideration or see if some compromise is possible.  If the Gaming

Control Commission believes the conditions contravene their policies or provincial policies, they

inform the local government and attempt to resolve the differences.

If the local government has approved a relocation application, but has not held any public

consultations, the Gaming Control Commission must, at this stage, hold a public hearing.  The

procedures the Commission uses should be either those contained in the Municipal Act or ones it

has developed jointly with the UBCM.  At the conclusion of the public consultation process, the

Gaming Control Commission makes its decision, which is either to approve or to reject the

relocation application.

If the local government rejects the relocation application, that terminates the process.  There is,

however, one policy question that arises from a negative decision.  The list of possible reasons for

refusal is long and may range from a technical or procedural problem to fundamental opposition to

the site selected.  Whatever the reason for rejection, the question of reapplication inevitably arises.

Obviously a decision to reapply will not be entered into lightly, given the costs and uncertainty

associated with the application process.  Nevertheless, the Gaming Control Commission should

develop some guidelines on reasonable time limits between an unsuccessful application and a

reapplication.  One example would be a three-year moratorium, meaning that the reapplication

would be considered after the next municipal election.

Recommendation 13:   That the Gaming Control Commission, in consultation with

the Union of British Columbia Municipalities, develop guidelines for time limits for

resubmission of an unsuccessful relocation application.

Although highly unlikely, disputes may arise between two or more municipalities over a relocation

application.  This possibility is reflected in the memorandum of agreement with the UBCM which

calls for a consultation/mediation section in the new gaming legislation.  It is difficult to predict at

what point in the approval process a dispute might arise.  If the Commission is aware of a potential
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conflict or senses that one may develop, it may decide at what stage it wishes to review the matter

or it may prefer to wait and see if a disagreement surfaces.  In some instances, it may be preferable

to address the dispute before the local government approval; in others, after.  The final review

stage provides the last opportunity for resolution of such differences.

For example, conflict could arise when a proposal is to relocate a facility very close to a municipal

boundary and an adjacent local government believes that it will be adversely effected.  Disputes

may also arise over the need to extend municipal services such as road access.  Whatever the basis

for the dispute, the final review stage provides an opportunity for the Commission and the several

interested and concerned parties to resolve the conflict.  The Municipal Act contains a dispute

resolution process when differences arise over regional growth strategy.  The processes include a

peer panel, final proposal arbitration or full arbitration.xlv  Two potential sources of conflict which

the Gaming Control Commission should not be expected to mediate are trans-boundary

relocations, where one municipality is losing a facility and its share of the revenues and another is

gaining them, and competition between municipalities for relocation of the same facility.

Recommendation 14:   That the legislation contain provisions for a dispute

resolution process between two or more local governments with regard to the

relocation or location of gaming facilities.  The Gaming Control Commission, or its

delegate, should be authorized to perform this responsibility.

4.2.b.v  Stage 5—Final Approval

The Gaming Control Commission gives final approval for the relocation when the applicant has

fulfilled any conditions; secured the necessary municipal approvals, permits and licences; secured

the approval of the Lottery Corporation or the Charitable Gaming Commission and passed a final

inspection.  Since GAIO gave its evaluation earlier, further review by them is not necessary at this

stage unless there has been a change in financing or some other aspect of the operation which may

require their input.  Once the Gaming Control Commission has given final approval, the relocated

facility can begin operation.

One final policy question requires exploration—the term of the agreement.  By way of comparison,

the Request for Proposals document for destination casinos guaranteed successful applicants an
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initial 10-year operating agreement with a renewal option for a further 10 years.  Renewal is

contingent on operators exercising their right of renewal and not breaching the terms or conditions

of the agreement during the initial 10 years.  Operators of existing casinos do not have a similar

guarantee.  Indeed, when the Lottery Corporation assumed responsibility for casinos in June 1998,

it entered into two-year contracts with all service providers.  These contracts end in May 2000.

Flow Chart #1
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The issue at this point is an appropriate term for a relocation.  In terms of fairness to the

proponents of the relocation application, the initial term should be equivalent to the term for

destination casinos—10 years.  Before the end of the 10-year contract and before the agreement is

renewed for another 10 years, the Gaming Control Commission should conduct a review.  The

purpose of the review is for the Gaming Control Commission to satisfy itself that all

commitments have been met and that concerns raised by any interested parties during the first 10-

year agreement have been addressed.  Expressed another way, approval of a relocation does not

mean an indefinite term.  Instead it should be for a fixed term of reasonable length and renewal

should be dependent on a satisfactory review.  The expectation is that, as problems or concerns

arise, whether it be over traffic congestion or changing demographics, one can be reasonably

confident that those involved with the operation of the facility will endeavour to rectify or deal

with the situation.

Recommendation 15:   That final approval for relocations be given for a 10-year

period with an option for renewal for a further 10 years following a satisfactory

review conducted by the Gaming Control Commission.

4.3  Changes to Existing Facilities

The second term of reference of this review is the development of "detailed recommendations for

an evaluation process for gaming facilities seeking any changes to their existing facilities within

current government guidelines…."  The new evaluation process for changes is subject to the same

criteria as the relocation process namely, independent from direction or influence by elected

provincial officials and transparent, open and fair to all participants and the public.  The terms of

reference give one example of a potential change, "adding additional slot machines and gaming

tables up to the maximum number allowed."  The current government guideline is 300 slot

machines and 30 table games, excluding poker tables.  The Lottery Corporation will allow an

additional four poker tables beyond the 30 table game maximum upon written request of the

service provider.  The above example indicates the type of change contemplated by the terms of

reference.

The provisions of the memorandum of agreement with the Union of British Columbia

Municipalities also apply to changes to existing facilities.  Local governments can "direct and
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define the extent, scope and type of casino and bingo gaming permitted within their boundaries."

Before addressing the evaluation process, a better understanding of what constitutes "change"

warrants consideration.  Changes can be considered major or minor in nature.  Major changes

would include closing the facility temporarily or permanently, adding to the number of table games

or slot machines, introduction of new table games such as craps, a significant increase in seating

capacity in bingo halls and introduction of electronic bingo to a particular bingo hall.  Examples of

minor changes might include new paper bingo games or a change in the mix of current table games

within a casino.  Obviously there will be differences of opinion as to what constitutes major and

minor change.  The evaluation process which follows is based on drawing a distinction between

major and minor changes.

The recommended evaluation process for changes to existing facilities is similar to the evaluation

process recommended for relocation.  The differences reflect the fact that zoning is unlikely to be

an issue and that change can be either major or minor.  In the latter instance, a procedure for

shortening the process should be available to the parties.  The evaluation process would consist of

four or five stages.  The number of stages depends on the classification of the change as being of a

major or minor nature.  The five stages are:

1)  preparation and submission of the application,

2)  preliminary review and interim approval,

3)  local government review and decision,

4)  final review, and

5)  final approval.
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4.3. a  Change Applications

The following types of information should be included in the application for changes to an existing

facility:

•  Name of applicant;

•  Reason for the change application;

•  Particulars of the change proposal, including an assessment of possible effects on the

surrounding community;

•  Is the change applied for considered to be major or minor in nature? (with an accompanying

explanation);

•  Market assessment, including the potential impact on existing gaming facilities in the same

market;   

•  Description, design and costs of any renovations to the existing facility;

•  A business plan including the financing of the change as well as,

- Corporate information,

- Corporate and staff organizational charts,

- Description of marketing plans,

- Financial projections and detailed operating budgets,

- Staffing plans and costs;

•  A complete list and description of individuals, companies or other entity involved in the

relocation project, including financial participation;

•  Proposals for community consultation.

4.3.b  Preliminary Review, Interim Approval and Major Changes

Upon receipt of the change application, the Gaming Control Commission staff reviews the

application.  If the application concerns casinos or electronic bingo and the Lottery Corporation is

not a party, the Corporation should nevertheless be notified of the change request.  As with

relocation, a standing operating procedure should be that both the Lottery Corporation and the

Charitable Gaming Commission are notified of all change applications and their comments

requested.  GAIO should be notified and its views solicited on all change requests.  The

municipality directly affected by the proposed change should also be notified at this time.  To

expedite the evaluation process, the Commission staff should ask the local government to indicate

whether or not it considers the change proposal to be of a major or minor nature.  The local
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government may decide to refrain from classifying the change as major or minor until the

Commission has ruled on the matter.  If they elect not to express an opinion, this stage continues

without their input.  After receipt and assessment of the views of the Lottery Corporation, the

Charitable Gaming Commission, GAIO and the decision of the local government directly affected,

the staff makes a recommendation to the Commission.

The next phase of the preliminary review stage is that the Gaming Control Commission convenes a

meeting of interested parties, which may include the concerned local government.  If the change

involves bingo, the Commission should request input from both the BC Association for Charitable

Gaming and the Charitable Bingo Association Committee of the Bingo Council of British

Columbia.  At this meeting, the Commission staff present their recommendations on both the

merits of the application and their classification of the change as being major or minor in nature.  If

the various parties disagree on the classification or if the local government has not expressed its

position, the Commission must still reach a decision.

At this stage, the Commission may give interim approval, ask for additional information or vary or

turn down the application.  The Commission must rule on whether or not the application is major

or minor.  Since changes to existing facilities may have consequences for other gaming facilities,

charities dependent upon a certain revenue stream, traffic patterns, parking or noise levels, this

decision is of considerable importance.  If the Commission classifies the application as major, the

remainder of the steps for relocation are to be followed, including a public hearing at either the

local government or final review stage.

4.3.c  Procedures Where the Commission Classifies Changes as Minor

Where the Commission rules that the change is minor, the following procedure is recommended.

If the Commission, the applicant and the municipality directly affected are in agreement that the

proposed change is minor in nature, and if the Commission staff so recommend, the Commission

should have the option at this point of moving directly to the final review stage.  In the event that

the local government has not expressed an opinion on classification, the Commission would inform

the local government of its decision.  If the local government concurs with the Commission’s

classification, it may recommend that the process go to the final review stage immediately.  At this

time or at the final review stage, the local government must identify any municipal permits,

licences or other approvals required before the Commission gives final approval.
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The local government may disagree with the Commission’s classification.  In this situation, the

remaining stages of the relocation procedure are automatically triggered.  It is also possible that the

local government may agree with the Commission’s classification but still elect to use all stages of

the relocation process.  What should be clear is that, even if all the parties are in agreement that the

change is minor, either the Commission or the local government may still require that all five

stages of the process be completed.

Recommendation 16:   That requests for changes to existing gaming facilities be

classified as being of a major of minor nature.  Both the Gaming Control

Commission and local governments have an equal say in determining the

classification of the change to existing facilities.

Recommendation 17:   That if either the Gaming Control Commission or the local

government classify the changes to existing facilities as major, the process for

relocation is to be followed.

Recommendation 18:   That if the Gaming Control Commission and the local

government classify the changes to existing facilities as minor, and if both agree that

the public interest is served by shortening the process, the final review stage can

immediately follow the interim approval stage.

Chart #2
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Recommendation 19:   That the Gaming Control Commission and the Union of

British Columbia Municipalities develop guidelines for classifying major and minor

changes to existing facilities.  In developing these guidelines, they should consult

with the Lottery Corporation, the Charitable Gaming Commission, the BC

Association for Charitable Gaming and the Bingo Council of British Columbia.

4.4  The Evaluation Criteria

The terms of reference for this review call for detailed recommendations on the evaluation criteria

employed in the evaluation process.  To a considerable extent, the detailed requirements of the

evaluation process include, either directly or by implication, the evaluation criteria.  Evaluation

means to judge, to measure or to assess.  Whatever the means used, evaluation requires weighing,

balancing and assessing a number of different factors or variables, some of which are quantifiable.

At the end of the deliberative or assessment stage comes the decision itself.  For local

governments, decisions are based on the votes of individual members of council.  Accordingly,

decisions are an exercise in both individual and collective judgment where the view of the majority

prevails.

In determining criteria for the location of gaming facilities, some obvious ones come to mind.  The

first is the location itself.  The location must be economically viable and socially responsible.

Proponents of a relocation will make their decision for site selection based on economic

considerations, such as the cost of the site and a market assessment.  Social issues arise in terms of

the proximity of a gaming facility to residential areas, schools, churches or community centres.

Social issues also arise from concerns about increased traffic, inadequate parking, proximity to

public transportation, alcohol consumption, increase in crime, additional policing and problem

gambling.

A second consideration is the potential impact of a relocation or expansion on other gaming

facilities in the same market.  The faultlines addressed earlier indicate that there are tensions and

competition among the different gaming sectors.  There is also competition between casinos for

customers, so location is of primary importance.  The application process requires an assessment

of this factor.
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The local government review in both the relocation process and in the change to existing facilities

is of great importance since their approval is a necessary condition.  In addition, they are also in a

position to determine the extent, scope and type of gaming within their boundaries.  If a local

government makes a blanket prohibition of slot machines within its boundaries, it has established

an evaluation criteria.  If a local government uses its zoning authority to restrict different kinds of

gaming facilities to specific areas within its boundaries or limits the size of the facility, its has

established evaluation criteria.

A relocation application would include a description of surrounding communities within a one (1)

kilometre radius.  Depending upon population density, this distance may be increased or

decreased.  The purpose of this requirement is to identify clearly the demographics and nature of

the neighbouring communities.  In addition, data on population trends, unemployment and crime

should be included.  Other factors to consider, given the increasingly multi-cultural nature of the

province, are the languages spoken by local residents.  They may have a bearing on which

newspapers carry a public notice or how other information is conveyed.  Is the area residential,

commercial, entertainment, industrial or mixed?  All this information is relevant to the final

decision.

A relocation application would also include a proposed process for community consultation.  This

process may consist of the requirements of the Municipal Act only.  Depending upon its

assessment of demographics and population density, at the interim approval stage, the Gaming

Control Commission might propose additional processes.

The results or assessment of the public consultation process are also part of the evaluation criteria.

Some approaches are quantifiable such as the results of a referendum.  In other instances, such as a

telephone survey, the information may be considered statistically reliable.  The sentiments

expressed at public forums are more difficult to assess because the speaker may not live in the

community directly affected.  In terms of reaching a final decision, local governments must factor

in their assessment of the degree of public support.  This determination is a requirement under the

neighbourhood pub approval process.  The weight the local government attaches to this factor

compared to other factors remains their responsibility.

Other factors local governments are likely to address include traffic, road access, parking and

policing.  There may be additional considerations such as the relationship of a proposal to
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economic development or tourism.  The purpose of the various stages of the review is to explore

fully all these questions, to modify as appropriate specifics of the proposal, to assess community

opinion and, in the final analysis, to reach an informed decision.

To assist it and others involved with or concerned with gaming, the legislation should authorize the

Gaming Control Commission to undertake research into various aspects of gaming.  In Manitoba

the legislation authorizes its Commission to "conduct independent or joint research projects."xlvi

The comparable legislation in Nova Scotia assigns similar, but more specific, duties to its

Commission.  In Nova Scotia the Commission shall:

(c) carry on a continuous study of the operation and administration of casinos, other
lottery schemes and gaming control laws in effect in other jurisdictions, including the
Criminal Code (Canada), that may affect the operation and administration of casinos
or other lottery schemes in the Province;

(d) carry on a continuous study of the public interest and reaction of residents of the
Province to existing and potential features of casinos, other lottery schemes and
games of chance;

(e) carry on a continuous study of the social, health, justice, economic and
environmental impact of casinos and other lottery schemes.xlvii

The new gaming legislation should include a research provision.  Whether or not it needs to be as

specific as the provisions of the Nova Scotia legislation is a question of detail.  One could also

argue that some of this activity is better carried out by the Gaming Policy Secretariat.  Whatever

the final division of labour, the Gaming Control Commission should be legislatively mandated to

conduct independent research.

If the Gaming Control Commission undertakes research, its regulatory activities will be informed

by that research.  The information it acquires should be made readily available to the public,

leading to a more informed public debate.  It also ensures that the Gaming Control Commission

has the capacity to remain abreast of changes to gaming policies elsewhere.  Given the types of

concerns expressed about gaming expansion and its socioeconomic impact, research into its

consequences, both positive and negative, is a desirable policy objective.  Research projects can be

independent, joint or sponsored.
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Recommendation 20:   That the gaming legislation include, as part of the Gaming

Control Commission’s duties, the authority to conduct independent research or joint

research or to sponsor research.

4.4.a  Problem Gambling

One issue which emerged in some meetings and presentations is the issue of problem gambling.

Critics and supporters of gaming may differ over the size of the population that is or that has the

potential to become problem gamblers.  However, nobody denies that there are problem gamblers

and that policies to address this addiction are necessary.

In the summer of 1999, the Lottery Corporation, as part of its program of dealing with problem

gambling, developed a voluntary self-exclusion policy.  Under this program, individuals sign a

consent form which authorizes casinos to deny them entry to the premises.  To date, 108

individuals are participating in this program.

Applications for relocation of existing facilities or for making changes should include a description

of how the particular facility addresses the question of problem gambling.  Is literature available

and readily displayed?  Where is the number for the 24-hour toll-free gambling help line

displayed?  What practices are in place at the existing facility to deal with this matter?

Recommendation 21:   That applications for relocation of existing casinos or for

changes to existing facilities include a statement by the proponent on current and

future practices with respect to problem gambling.

Recommendation 22:   That the province, as a result of the recent changes to

gaming policy, confirm its commitment to its problem gambling program and review

the program to ensure it is achieving its objectives.
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4.5  Horse Racing

To this point, the primary focus of this review has been on existing casinos and bingo with little

mention of horse racing.  This omission is not an oversight but a result of the release of the Horse

Racing Review in September 1999.xlviii  The release of the Horse Racing Review came two days

after the release of the terms of reference for this review.  When the Honourable Joan Smallwood

released the Horse Racing Review she called for public input into its findings, "before our

government considers the recommendations dealing with gaming…."  That process of consultation

went on simultaneously with this review.  It seemed inappropriate to prejudge the outcome of the

Horse Racing Review consultations in advance of the completion of the public input phase

Nevertheless, the "Summary of Findings" at the end of the Horse Racing Review contains a

number of policy conclusions which relate directly to this review and its recommendations.xlix  As a

result, some comment is warranted to highlight zones of convergence in approach.  It should be

noted that the only direct reference to horse racing in the terms of reference of this review is in the

relocation of racetracks.

In the conclusion, "Industry Overview," one finds the following statement:  "Horse racing should

be viewed as a sector of the entire gaming industry, which includes lotteries, bingo, electronic

gaming devices and casinos.  All gaming sectors should be treated in a consistent manner in terms

of applicable rules and regulations…."l  This uniform approach makes sense and is particularly

relevant to relocation applications for existing racetracks.  If horse racing is a sector of the entire

gaming industry, it stands to reason that the processes and procedures established for relocation of

existing facilities should apply across all sectors.  Since the Gaming Control Commission is to

approve all relocation applications for casinos and charitable bingo halls, its mandate could readily

be expanded to include racetracks.  The Gaming Control Commission should also exercise a

similar regulatory authority over any proposal to build new racetracks.

Recommendation 23:   That the government establish a uniform policy for

consideration of relocation applications across the entire gaming sector.
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Recommendation 24:  That the Gaming Control Commission, in light of

Recommendation 23,  assume responsibility for applications to relocate existing

racetracks.  Given its overall responsibility for the regulation of gaming in the

province, the Gaming Control Commission’s authority should also include approving

applications for the development of new racetracks.

A second conclusion of the Horse Racing Review which has a direct bearing on this review is

contained in the section entitled, "Organizational Review."  The particular reference is to GAIO

and builds on the already stated principle that horse racing is a sector of the gaming industry.  The

following excerpt is particularly relevant in the context of Recommendation 6.

[S]ince the horse racing sector is part of the entire gaming industry …, there should
be a role for the Province's main gaming regulator, the Gaming Audit and
Investigation Office ("GAIO")….  GAIO is involved in all other sectors in the
gaming industry.  GAIO's mandate is to ensure that gaming in the Province is
conducted with honesty and integrity through the registration of individuals and
companies involved in lawful gaming.  As well, GAIO reviews all gaming operations
and organizations against standards established through Provincial legislation and
policy.  This would ensure that all gaming sectors are treated equally and are subject
to the same standards.li

The justification for a single enforcement agency's applying standards across the entire gaming

industry is particularly difficult to ignore.  It makes sense and is the inevitable result of the

continuing interaction of the different sectors of the gaming industry.  If GAIO's mandate is

expanded, that expansion must be accompanied by a corresponding increase in resources.

Recommendation 25:   That the government give consideration to expanding the

mandate of the Gaming Audit and Investigation Office to include horse racing.

The third conclusion of direct relevance to this review is contained in the section entitled,

"Economic Environment," and advances the idea of introducing slot machines at racetracks.  As

noted in the Horse Racing Review:  "A number of jurisdictions have responded to the decline in

their horse racing sector by introducing slot machines to both increase attendance at racetracks and

generate revenue to supplement purses.  The success of this initiative is difficult to fully

evaluate."lii  When Minister Smallwood released the Horse Racing Review, she categorically
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rejected this suggestion.  She said, "Our government ended gaming expansion.  That policy change

means racetracks won’t get the go-ahead to install slot machines."liii

There is a further consideration.  The two largest racetracks in the province, Hastings Park and

Fraser Downs, are located on land leased from the City of Vancouver and City of Surrey

respectively.  Both municipalities have taken a very strong position in opposition to the

introduction of slot machines within their boundaries, a position now strengthened by the

provisions of the Memorandum of Agreement with the Union of British Columbia Municipalities.

The terms of the lease for both racetracks restricts gaming activities to horse racing.  As noted in

the Horse Racing Review,

In order for slot machines to be installed at the racetracks, the land leases need to be
amended or the racetracks need to be relocated.  These two options both have
difficulties.  Relocation involves extreme costs and since the two cities are adamantly
opposed to the installation of slot machines in their jurisdictions, amending the leases
to include slot machines is unlikely.liv

This understatement, combined with the minister’s statement, would suggest that adding slot

machines to racetracks is not an option.  There is, however, another alternative which was not

addressed in the Horse Racing Review—the relocation of an existing casino to a racetrack.

Obviously the prohibition against slot machines would remain in place in both the City of

Vancouver and the City of Surrey.  The recommended procedures for the relocation of casinos

require approval of the municipality, so the local government concerned would have to be in

agreement.

Relocating a casino to a racetrack is a major policy decision and the province must address the

principle.  This question falls into the category of general policy referred to in Recommendation 7.

If the province gives general approval to such relocations, it can authorize the Gaming Control

Commission to process any applications it may receive.  It should be understood that the policy of

the municipality in which the racetrack is located will determine whether or not slot machines will

be permitted.

Recommendation 26:   That the minister, on behalf of the province, declare whether

or not the province gives general approval to the relocation of casinos to racetracks.
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The final question at this point is whether or not the government should add the regulation of horse

racing to the mandate of the Gaming Control Commission.  The preceding discussion of viewing

all gaming as a single industry would point in that direction.  Until the assessment of the Horse

Racing Review is completed, however, any recommendation in this report is premature.

4.6  Destination Casinos

As indicated in the introduction to this report, destination casinos were specifically excluded from

this review.  As the review progressed, it was difficult to ignore their existence, particularly when

comparisons were frequently made between them and existing casinos.  The processes and policies

in the Request for Proposals document were helpful in developing benchmarks for the processes

developed in this review.  On a few occasions, the subject of destination casinos came up in the

context of a general discussion of relocation.  The underlying implication was difficult to miss.

There was an assumption or expectation that a destination casino, which had received approval in

principle, could apply to relocate to another part of the province.  To avoid any future

misunderstanding, the minister should indicate that this assumption is false and that destination

casinos are site specific.

Recommendation 27:   That the minister communicate with the successful

destination casino applicants which have not yet received final approval indicating

that the approval in principle is based on the site indicated in the original proposal.

Any other assumptions are false.

4.7  The Interim Period

As was stated at the outset of this report, the Honourable Joan Smallwood announced a freeze on

relocations and changes to existing facilities until this review was completed.  With the completion

of the review, it becomes necessary to reconsider that decision and establish an interim bridging

policy that reflects the content of this report.  The bridging policy would cover the period between

receipt of this report and the proclamation of new legislation, reinforcing further the need for the

government to introduce legislation at the next session of the Legislature.

The bridging policy on relocations would be become another component of the interim policy
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announced in April 1998.  From comments received in the course of this review, it is evident that a

number of relocation requests for existing casinos will be forthcoming.  Although the freeze was

partially lifted for bingo operations in December, the government should also anticipate that bingo

operators will submit requests for relocation of or changes to existing facilities.

The two principal distinctions between current practice and what is proposed in this report are the

consolidation of regulatory authority in a new agency for casinos and bingo and a more central role

for local governments in the decisions.  The current policies of both the Lottery Corporation and

the Gaming Commission concerning relocation of charitable casinos and bingo facilities already

provide for local government input.  Thus the bridging policy should not be too difficult to

implement.  To avoid uncertainty and to maintain the spirit of cooperation reflected in the three

memoranda of agreement, consultation with the three organizations is essential.

Recommendation  28:  That the minister announce an interim bridging policy with respect to

relocation of and changes to existing facilities.  The bridging policy should consist of the

following components:

1) The minister should issue a statement indicating that the freeze is lifted and the date

when this becomes effective;

2) The minister should issue a statement that the government remains committed to the

specifics of the three memoranda of agreement signed in June 1999 with the Union of

British Columbia Municipalities, the BC Association for Charitable Gaming and the 

Charitable Bingo Association Committee of the Bingo Council of British Columbia;

3) The minister, while affirming the independence of the Gaming Commission for

decisions with respect to specific bingo facilities, should direct the Gaming Commission

to review its current processes and procedures for relocation of and changes to existing

facilities to bring them in line with the Memorandum of Agreement with the 

Union of British Columbia Municipalities and the processes outlined in this report;

4) The minister, while affirming the independence of the Lottery Corporation for

decisions with respect to specific casinos, should direct the Lottery Corporation to review

its current processes and procedures for relocation of and changes to existing facilities to

bring them in line with the Memorandum of Agreement with the Union of British

Columbia Municipalities and the processes outlined in this report;

5) Since the freeze may have had different effects on individual service providers,

especially with regard to outstanding applications for relocation or other changes, both the
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Gaming Commission and the Lottery Corporation should have the discretion to act

expeditiously to process these applications.  This process should respect the spirit and 

intent of the Memorandum of Agreement with the Union of British Columbia

Municipalities and the processes outlined in this report;

6) To facilitate the transition, and in keeping with the memoranda of understanding

referred to in (2) above, the minister or her delegate should meet with the Union of British

Columbia Municipalities, the

BC Association for Charitable Gaming and the Charitable Bingo Association

Committee of the Bingo Council of British Columbia to brief them on the interim

policy.

Recommendation 29:   That in the event legislation is delayed for any reason, the Lieutenant

Governor in Council establish the proposed Gaming Control Commission by regulation and

transfer responsibility for approving relocation of existing facilities or changes to existing

facilities from both the Lottery Corporation and the Gaming Commission to the Gaming

Control Commission.
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5.   CONCLUDING OBSERVATIONS

In the past few years, gaming policy in British Columbia has been in a constant state of flux.  There have been

consultations, studies, policy papers, policy announcements, policy reversals, court challenges, minor legislation

and new regulatory and policy agencies.  The constant change is primarily a result of the province’s embarking

on a policy of gaming expansion.  That other jurisdictions may be experiencing similar challenges is small

comfort.

The expansion policy has led to conflict which has manifested itself in many ways.  There has been conflict

between the province and a number of municipalities, between charities and the province and between agencies

of the province.  Citizens’ groups such as Citizens Against Gambling Expansion (CAGE) have been formed to

challenge the government’s position and remain ever-vigilant.  The vagaries of the wording of the Criminal

Code have further complicated matters.  The role of the province has changed from being primarily a regulator

to being the chief promoter and largest provider of gaming activities through the Lottery Corporation.  To say

that the net effect of this constant roller coaster ride has been to undermine public confidence in gaming policy

is an understatement.  It is time to put the brakes on and reflect.

Gaming "products" are constantly changing.  Technological advances have led to different forms of gaming

being introduced such as linked bingo and simulcasting.  Technology makes it possible to turn slot machines on

and off from a central location at Kamloops.  Technology is also creating new issues such as internet gaming.

Change, due to technological advances, and its consequences will continue to have a major effect on gaming

policy and its regulation.

Despite a policy of expansion, some gaming sectors, notably bingo and horse racing are concerned about their

future.  This, in turn, creates considerable anxiety among charities who rely on this source of revenue and to the

people who are employed in the horse racing industry.lv  These sectors are being forced to examine what they do

and how they do it.  Change and adaptation are essential if they are to remain viable.  That is the essence of the

conclusions of both the bingo and horse racing reviews.
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The terms of reference of this review were fairly narrow in scope.  Nevertheless they provided a window on the

state of gaming in the province.  In such a sensitive area of public policy, one would expect to find conflict and

tension.  What was not expected was the level of anxiety uncertainty has produced.  Constant change has led to a

perception of instability.  One has tended to fuel the other, the net result being the escalation of conflict.

One senses that the policy decision to enter into agreements with the Union of British Columbia Municipalities,

the BC Association for Charitable Gaming and the Bingo Council of British Columbia has reduced tension and

is leading to a more constructive relationship.  The decision to bring an end to gaming expansion appears to

have had a similar effect on public discourse.  Despite any misgivings and regardless of why they were signed,

these agreements reflect a fundamental change in the province’s approach to gaming policy.  But suspicions and

anxiety remain below the surface.

The focus of this report has been on existing facilities, and its recommendations have reflected the spirit of the

memoranda of agreement with the Union of British Columbia Municipalities, the Association for Charitable

Gaming and the Bingo Council of British Columbia.  The focus in the memoranda on local involvement and

consultation forms a strong foundation for policy development.  The challenge to government is to restore public

confidence.  The answer, in a word, is legislation.  Legislation provides certainty which policy announcements,

no matter how well intentioned, can never achieve.  If there was one central message received in the various

meetings and presentations it was the need for stability and certainty.  To restore public confidence, the

government must introduce legislation which reflects the policy decisions and agreements of June 1999,

establishes an independent regulatory agency and provides for consultation and public input into developing

changes to gaming legislation.

6.   NOTES
 
i. Ministry of Employment and Investment, News Release, 059, June 17, 1999. See Appendix 1 for the text.
 
ii. A destination casino is a casino developed in conjunction with other facilities and amenities such as a hotel,

dining facilities, bars and lounges, entertainment, recreation and retail operations.  In linked bingo, several
facilities are linked to each other via telephone circuits, thus allowing for substantially increased prize levels
through greater game attendance potential.

 
iii. As of January 31, 2000, three destination casinos had received final approval:  The Royal City Star, New

Westminster (May 1999); Lake Cities Casinos Ltd., Penticton (June 1999); and Casino of the Rockies,
Cranbrook (November 1999).
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iv. Ministry of Labour, News Release, Ref. No.:09-17-99, September 24, 1999.
 
v. British Columbia, Report on Gaming Legislation and Regulation in British Columbia , Victoria: Ministry of

Employment and Investment, January 1999. See Part 1, Chapters 2 and 3, pp. 7-106. This document will be
referred to as the White Paper. See also: Canada’s Gambling Regulatory Patchwork: A Handbook, Calgary:
Canada West Foundation, 1999.

 
vi. RSBC 1996, c. 278.
 
vii. SBC 1998, c.37.
 
viii. RSBC 1996, c. 279.
 
ix. British Columbia Lottery Corporation, 1997/98 Annual Report , British Columbia Lottery Corporation: 1998,

p. 4.
 
x. Lottery Corporation, 1997/98 Annual Report, p. 6.
 
xi. Ministry of Government Services, Report of the Gaming Policy Review, Victoria: October 1994, p. 20.
 
xii. White Paper, p. 180.
 
xiii. Horse Racing Act, RSBC 1996, Chapter 198.
 
xiv. Request for Proposals, p. 3.
 
xv. Request for Proposals, p. 3.
 
 
xvi  Nanaimo Community Bingo Association v. Attorney General of British Columbia (January 14, 1998)

Victoria 97/4779 (B.C.S.C.).
 
xvii. British Columbia Lottery Corporation v. Vancouver (City) (December 19, 1997) Vancouver A972911

(B.C.S.C.).
 
xviii. White Paper, p. i.
 
xix. See for example Garry Smith and Harold Wynne, Gambling and Crime in Western Canada: Exploring

Myth and Reality, Calgary: Canada West Foundation, September, 1999.
 
xx. See Request for Proposals  pp. 11-13 for the details.  On July 31 and August 1, 1997 Peter Clark, Chair of

the now defunct Lotteries Advisory Committee sent out letters to all municipalities, regional districts and
First Nations informing them of the RFP process and local government involvement.

 
xxi. Great Canadian Casino Company Limited v. Surrey (City) et al. (October 19, 1999) Vancouver, 99/619

(B.C.C.A.).
 
xxii. See the White Paper pp. 193-229 for a discussion of the municipal role.  Secs. 47 and 52 of the 1999 draft

legislation are the sections referred to.
 
xxiii. White Paper, p. 212.
 
xxiv. Ministry of Employment and Investment, News Release 020, March 13, 1997.
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xxv. Ministry of Employment and Investment, News Release 094, July 31, 1997.
 
xxvi. See RFP, "definitions and terms.”
 
xxvii. Ministry of Employment and Investment, News Release 031, April 9, 1998.
 
xxviii. Ministry of Employment and Investment, News Release, 035, May 14, 1998.
 
xxix. RFP, p. 21.
 
xxx. Ministry of Employment and Investment, News Release 046, May 4, 1999.
 
xxxi. Ministry of Employment and Investment, News Release 031, April 19, 1998.
 
xxxii. Nanaimo Community Bingo Association v. British Columbia (Attorney General) (January 14, 1998)

Victoria 97/4779 (B.C.S.C.).
 
xxxiii. Ministry of Employment and Investment, Gaming Policy Secretariat, Bingo Review: Options for a

Revitalized Bingo Gaming Sector,  Victoria: Ministry of Employment and Investment, January, 1999.  See
also Ministry of Employment and Investment, News Release 008, February 2, 1999.  This document is
referred to as the Bingo Review.

 
xxxiv. See Frank A. Rhodes, Gaming Policy Recommendations: Report to the Honourable Mike Farnworth ,

Victoria: Ministry of Employment and Investment, February 1998. The $125 million indexed to the
Vancouver CPI is Recommendation 4, p. 38.

 
xxxv. British Columbia Racing Commission, 1997-1998 Annual Report,  p.7.
 
xxxvi. Gaming Policy Secretariat, Province of British Columbia: Horse Racing Review,  Victoria: September

1999, p. 76. The Review consists of two volumes.  PricewaterhouseCoopers prepared the Review at the
request of the Gaming Policy Secretariat.  This document is referred to as the Horse Racing Review.

 
xxxvii. Horse Racing Review, p. 72.
 
xxxviii. The following News Releases contain references to new legislation: 020, March 13, 1997; 031, April 9,

1998; 060, July 17, 1998; 008, February 2, 1999; 026, March 10, 1999; 038, April 16, 1999.
 
xxxix. See RFP,  pp. 22- 39.
 
xl. RSBC Chap. 267, sec. 3.
 
xli.  Broadcasting Act, B-9.01 (1991) sec. 7.
 
xlii.  Manitoba, Gaming Control and Consequential Amendments Act,  1996, sec. 4.
 
xliii.  RSBC, Chap. 323, sec. 890-894.
 
xliv.  Ministry of the Attorney General, Liquor Control and Licencing Branch, Role of Local Government in the

Provincial Liquor Licensing Process, Victoria: 1997.
 

xlv.  Municipal Act, sec. 860-862.
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xlvi.  Manitoba, Gaming Control and Consequential Amendments Act, 1996, sec. 4 (c).
 
xlvii.  Nova Scotia, Gaming Control Act, Chapter 4, 1994-95, sec. 56 (c) - (e).
 
xlviii.  Ministry of Labour, News Release 09-18-99, September 24, 1999.
 
xlix.  Horse Racing Review, pp. 74-77.
 
l.  Horse Racing Review, p. 74.
 
li.  Horse Racing Review, p. 75.
 
lii.  Horse Racing Review, p. 77.
 
liii.  News Release, 09-18-99, September 24, 1999.
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lv.  See Loleen Youngman Berdahl, The Impact of Gaming Upon Canadian Non-Profits: A 1999 Survey of

Gaming Grant Recipients, Calgary: Canada West Foundation, July, 1999.
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7.   SUMMARY OF RECOMMENDATIONS

Recommendation 1:  That the minister responsible for gaming introduce gaming legislation in

the next session of the Legislature.

Recommendation 2:  That the province fulfill the requirements of the three memoranda of

agreement on gaming policy to consult in a meaningful way with local governments and charities

before introducing gaming legislation.

Recommendation 3:  That the gaming legislation establish a Gaming Control Commission.

Recommendation 4:  That the gaming legislation confer authority on the Gaming Control

Commission to receive, review and decide on relocation requests; to approve changes to existing

facilities such as increases/decreases in the number of table games or slot machines and to

resolve disputes and other matters as assigned by the minister.

Recommendation 5:  That the Gaming Audit and Investigation Office continue as part of the

Ministry of the Attorney General.

Recommendation 6:  That the gaming legislation identify the roles and responsibilities with

respect to enforcement of gaming policy and penalties for breaches of these policies.

Recommendation 7:  That the gaming legislation should establish the independence of the

Gaming Control Commission while making it clear that the Lieutenant Governor in Council

continues to exercise responsibility for general policy direction.

Recommendation 8:  That the gaming legislation incorporate provisions authorizing the

minister or the Lieutenant Governor in Council to ask the Gaming Control Commission to

undertake special public hearings or inquiries.

Recommendation 9:  That the legislation include a requirement for an annual report from the

Gaming Control Commission and that the report be tabled in the Legislature.

Recommendation 10:  That the Gaming Control Commission adopt a series of policy guidelines

detailing the information to be included in relocation applications.
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Recommendation 11:  That the gaming legislation reflect and confirm the provisions of the

Memorandum of Agreement between the province and the Union of British Columbia

Municipalities concerning:

1) jurisdiction of local government, with respect to land use and bylaw-making powers;

2) the ability of local governments to make decision as to whether or not new or relocated

facilities will be permitted within their boundaries;

3) the ability of local governments to direct and define the extent, scope and type of casino

and bingo gaming permitted within their boundaries;  and

4) the ability of local governments to decide if slot machines or other similar devices could

be placed within their boundaries.

Recommendation 12:  That the Gaming Control Commission and the Union of British

Columbia Municipalities jointly examine existing practices and procedures for public

consultation on gaming matters, such as relocation, with the view to developing a set of

guidelines available for the use of individual local governments.

Recommendation 13:  That the Gaming Control Commission, in consultation with the Union of

British Columbia Municipalities, develop guidelines for time limits for resubmission of an

unsuccessful relocation application.

Recommendation 14:  That the legislation contain provisions for a dispute resolution process

between two or more local governments with regard to the relocation or location of gaming

facilities.  The Gaming Control Commission, or its delegate, should be authorized to perform

this responsibility.

Recommendation 15:  That final approval for relocations be given for a 10-year period with an

option for renewal for a further 10 years following a satisfactory review conducted by the

Gaming Control Commission.

Recommendation 16:  That requests for changes to existing gaming facilities be classified as

being of a major of minor nature.  Both the Gaming Control Commission and local governments

have an equal say in determining the classification of the change to existing facilities.

Recommendation 17:  That if either the Gaming Control Commission or the local government

classify the changes to existing facilities as major, the process for relocation is to be followed.
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Recommendation 18:  That if the Gaming Control Commission and the local government

classify the changes to existing facilities as minor, and if both agree that the public interest is

served by shortening the process, the final review stage can immediately follow the interim

approval stage.

Recommendation 19:  That the Gaming Control Commission and the Union of British

Columbia Municipalities develop guidelines for classifying major and minor changes to existing

facilities.  In developing these guidelines, they should consult with the Lottery Corporation, the

Charitable Gaming Commission, the BC Association for Charitable Gaming and the Bingo

Council of British Columbia.

Recommendation 20:  That the gaming legislation include, as part of the Gaming Control

Commission’s duties, the authority to conduct independent research or joint research or to

sponsor research.

Recommendation 21:  That applications for relocation of existing casinos or for changes to

existing facilities include a statement by the proponent on current and future practices with

respect to problem gambling.

Recommendation 22:  That the province, as a result of the recent changes to gaming policy,

confirm its commitment to its problem gambling program and review the program to ensure it is

achieving its objectives.

Recommendation 23:  That the government establish a uniform policy for consideration of

relocation applications across the entire gaming sector.

Recommendation 24:  That the Gaming Control Commission, in light of Recommendation 23,

assume responsibility for applications to relocate existing racetracks.  Given its overall

responsibility for the regulation of gaming in the province, the Gaming Control Commission's

authority should also include approving applications for the development of new racetracks.

Recommendation 25:  That the government give consideration to expanding the mandate of the

Gaming Audit and Investigation Office to include horse racing.
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Recommendation 26:  That the minister, on behalf of the province, declare whether or not the

province gives general approval to the relocation of casinos to racetracks.

Recommendation 27:  That the minister communicate with the successful destination casino

applicants which have not yet received final approval indicating that the approval in principle is

based on the site indicated in the original proposal.  Any other assumptions are false.

Recommendation  28:  That the minister announce an interim bridging policy with respect to

relocation of and changes to existing facilities.  The bridging policy should consist of the

following components:

1) The minister should issue a statement indicating that the freeze is lifted and the date when

this becomes effective;

2) The minister should issue a statement that the government remains committed to the

specifics of the three memoranda of agreement signed in June 1999 with the Union of

British Columbia Municipalities, the BC Association for Charitable Gaming and the

Charitable Bingo Association Committee of the Bingo Council of British Columbia;

3) The minister, while affirming the independence of the Gaming Commission for decisions

with respect to specific bingo facilities, should direct the Gaming Commission to review

its current processes and procedures for relocation of and changes to existing facilities to

bring them in line with the Memorandum of Agreement with the Union of British

Columbia Municipalities and the processes outlined in his report;

4) The minister, while affirming the independence of the Lottery Corporation for decisions

with respect to specific casinos, should direct the Lottery Corporation to review its

current processes and procedures for relocation of and changes to existing facilities to

bring them in line with the Memorandum of Agreement with the Union of British

Columbia Municipalities and the processes outlined in this report;

5) Since the freeze may have had different effects on individual service providers, especially

with regard to outstanding applications for relocation or other changes, both the Gaming

Commission and the Lottery Corporation should have the discretion to act expeditiously

to process these applications.  This process should respect the spirit and intent of the

Memorandum of Agreement with the Union of British Columbia Municipalities and the

processes outlined in this report;

6) To facilitate the transition, and in keeping with the memoranda of understanding referred

to in (2) above, the minister or her delegate should meet with the Union of British

Columbia Municipalities, the BC Association for Charitable Gaming and the Charitable
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Bingo Association Committee of the Bingo Council of British Columbia to brief them on

the interim policy.

Recommendation 29:   That in the event legislation is delayed for any reason, the Lieutenant

Governor in Council establish the proposed Gaming Control Commission by regulation and

transfer responsibility for approving relocation of existing facilities or changes to existing

facilities from both the Lottery Corporation and the Gaming Commission to the Gaming Control

Commission.

                                                          
i Ministry of Employment and Investment, News Release, 059, June 17, 1999. See
Appendix 1 for the text.

ii A destination casino is a casino developed in conjunction with other facilities
and amenities such as a hotel, dining facilities, bars and lounges, entertainment,
recreation and retail operations.  In linked bingo, several facilities are linked to
each other via telephone circuits, thus allowing for substantially increased prize
levels through greater game attendance potential.

iii As of January 31, 2000, three destination casinos had received final approval:
The Royal City Star, New Westminster (May 1999); Lake Cities Casinos Ltd.,
Penticton (June 1999); and Casino of the Rockies, Cranbrook (November 1999).

iv Ministry of Labour, News Release, Ref. No.:09-17-99, September 24, 1999.

v British Columbia, Report on Gaming Legislation and Regulation in British
Columbia, Victoria: Ministry of Employment and Investment, January 1999. See
Part 1, Chapters 2 and 3, pp. 7-106. This document will be referred to as the White
Paper. See also: Canada’s Gambling Regulatory Patchwork: A Handbook,
Calgary: Canada West Foundation, 1999.

vi  RSBC 1996, c. 278.

vii SBC 1998, c.37.

viii RSBC 1996, c. 279.

ix British Columbia Lottery Corporation, 1997/98 Annual Report, British
Columbia Lottery Corporation: 1998, p. 4.

x Lottery Corporation, 1997/98 Annual Report, p. 6.
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xi Ministry of Government Services, Report of the Gaming Policy Review,
Victoria: October 1994, p. 20.

xii White Paper, p. 180.

xiii Horse Racing Act, RSBC 1996, Chapter 198.
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xv Request for Proposals, p. 3.

xvi Nanaimo Community Bingo Association v. Attorney General of British
Columbia (January 14, 1998) Victoria 97/4779 (B.C.S.C.).

xvii British Columbia Lottery Corporation v. Vancouver (City) (December 19,
1997) Vancouver A972911 (B.C.S.C.).

xviii White Paper, p. i.

xix  See for example Garry Smith and Harold Wynne, Gambling and Crime in 
Western Canada: Exploring Myth and Reality, Calgary: Canada West Foundation,
September, 1999.

xx See Request for Proposals  pp. 11-13 for the details.  On July 31 and August 1,
1997 Peter Clark, Chair of the now defunct Lotteries Advisory Committee sent
out letters to all municipalities, regional districts and First Nations informing them
of the RFP process and local government involvement.

xxi Great Canadian Casino Company Limited v. Surrey (City) et al. (October 19,
1999) Vancouver, 99/619 (B.C.C.A.).

xxii See the White Paper pp. 193-229 for a discussion of the municipal role.  Secs.
47 and 52 of the 1999 draft legislation are the sections referred to.

xxiii White Paper, p. 212.

xxiv Ministry of Employment and Investment, News Release 020, March 13, 1997.

xxv Ministry of Employment and Investment, News Release 094, July 31, 1997.

xxvi See RFP, "definitions and terms.”

xxvii Ministry of Employment and Investment, News Release 031, April 9, 1998.
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xxxiii Ministry of Employment and Investment, Gaming Policy Secretariat, Bingo
Review: Options for a Revitalized Bingo Gaming Sector, Victoria: Ministry of
Employment and Investment, January, 1999.  See also Ministry of Employment
and Investment, News Release 008, February 2, 1999.  This document is referred
to as the Bingo Review.

xxxiv See Frank A. Rhodes, Gaming Policy Recommendations: Report to the
Honourable Mike Farnworth, Victoria: Ministry of Employment and Investment,
February 1998. The $125 million indexed to the Vancouver CPI is
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Secretariat.  This document is referred to as the Horse Racing Review.

xxxvii Horse Racing Review, p. 72.
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xliii RSBC, Chap. 323, sec. 890-894.

43Ministry of the Attorney General, Liquor Control and Licencing Branch, Role
of Local Government in the Provincial Liquor Licensing Process, Victoria: 1997.

xlv Municipal Act, sec. 860-862.

xlvi Manitoba, Gaming Control and Consequential Amendments Act, 1996, sec. 4
(c).

xlvii Nova Scotia, Gaming Control Act, Chapter 4, 1994-95, sec. 56 (c) - (e).

xlviii Ministry of Labour, News Release 09-18-99, September 24, 1999.
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l Horse Racing Review, p. 74.

li Horse Racing Review, p. 75.
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Auditor General’s Comments

Commercial gaming—including lotteries, casinos and bingos
—is a significant industry in British Columbia. The provincial
gaming industry employs thousands of citizens and in the 2005/06
fiscal year it will provide more than $800 million to the province
and municipalities. In recent years, growth in casino gaming 
has outpaced other forms of gaming and this trend is projected 
to continue.

In British Columbia, government has the challenging task 
of ensuring gaming integrity in casinos is maintained (that is, that
error, criminal exploitation and employee dishonesty in casinos 
is minimized). Responsibility for ensuring gaming integrity in
casinos rests with two government organizations. The British
Columbia Lottery Corporation (BCLC) is charged with managing
and conducting casino gaming, which it does through a partnership
with private sector companies. These companies provide day-to-
day facility and operational services in compliance with BCLC’s
requirements. The Gaming Policy and Enforcement Branch (GPEB)
in the Ministry of Public Safety and Solicitor General is responsible
for regulating casino gaming. 

Three potentially significant consequences exist for government
if it fails to adequately ensure gaming integrity in casinos:

Unsavoury elements (e.g., organized crime and dishonest
individuals) may become involved in the industry posing 
a threat to patrons and increasing the level of crime.

A large number of patrons may lose confidence in the industry
and stop visiting casinos leading to a significant reduction in
government revenues.

Government may not receive all the revenue to which it 
is entitled.

The purpose of our audit was to assess whether the
government is adequately managing gaming integrity risks 
in casinos. Specifically, we wanted to know if government is
adequately ensuring that:

casino industry participants meet high standards of honesty,

casino gaming equipment operates fairly,

casino gaming activities are conducted honestly, and

Wayne Strelioff, FCA
Auditor General
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Auditor General’s Comments

government is receiving its correct share of casino 
gaming revenue.

Our audit was carried out between September 2004 and
January 2005. We focused on the casinos in operation during 
that time period. We did not examine community gaming centres
that have recently started to include slot machines as part of their
operations. The quantitative information we provide was drawn
from various British Columbia Lottery Corporation and Gaming
Policy and Enforcement Branch sources indicated in the text.
Although we checked the information for reasonableness, we 
did not audit it.

Our examination was performed in accordance with
assurance standards established by the Canadian Institute of
Chartered Accountants, and accordingly included such tests and
other procedures we considered necessary in the circumstances. 

Overall Conclusion
We concluded that government is adequately managing

gaming integrity risks in casinos. We found that adequate steps
are taken to ensure that:

casino industry participants meet high standards of honesty;

gaming equipment operates fairly according to approved
standards;

gaming activities are conducted honestly; and

government receives its correct share of casino revenue.

Nevertheless, we think that the British Columbia Lottery
Corporation should improve the reporting it provides to its Board
of Directors on the results of its operational gaming audit program
and should strengthen surveillance in casinos. We also think that
the Gaming Policy and Enforcement Branch should improve its
casino-related processes, including participant registration,
casino equipment certification, audit and compliance and public
reporting. And, government should confirm that the highest
priority of the General Manager of GPEB is ensuring the integrity
of gaming in the province.
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Auditor General’s Comments

Key Findings
Government adequately ensures that those who work in, or provide services to,
the casino gaming industry meet high standards of honesty

GPEB ensures that the right people work in the casino
industry by:

implementing adequate processes for assessing gaming worker
and corporate applicants wishing to participate in the casino
industry; and

monitoring to ensure that, on an ongoing basis, those working
in and providing services to casinos continue to meet high
standards of honesty.

To improve, we think that GPEB should:

require that its key employees and those of the BCLC have their
backgrounds rechecked every three to five years as is currently
the case for gaming workers and service providers; and

require that all BCLC employees who help to ensure gaming
integrity in casinos be registered by GPEB.

Government adequately ensures that gaming equipment operates fairly in casinos
Equipment is purchased from only approved suppliers and is

only used in casinos after it has been independently tested against
approved technical standards. Nevertheless, we think that GPEB
could strengthen the process by obtaining additional assurance 
to support its reliance on independent test facilities and the BCLC
Casino Quality Assurance Department.

Government adequately ensures that gaming activities are conducted honestly
The BCLC has implemented adequate policies and procedures

to help ensure honest casino gaming activities. Also, adequate
mechanisms are in place to ensure that the policies and procedures
are consistently followed including BCLC supervisory staff stationed
in casinos, BCLC ongoing casino audits, surveillance operations,
GPEB annual audits of each casino and GPEB investigation of
incidents posing a threat to gaming integrity. Areas where BCLC
can improve include ensuring that:

its Board of Directors is informed regularly of the results of its
Operational Gaming Audit Program, focusing on casinos;
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Registration of industry participants
We recommend that:

1. key employees of GPEB and BCLC have their backgrounds
rechecked every three to five years as is currently the case
for gaming workers and service providers.

2. all BCLC employees who help to ensure gaming integrity
in casinos be registered by GPEB.

Certification of gaming equipment
We recommend that:

3. GPEB ensure that technical standards specific to British
Columbia be developed and adopted to govern the
functioning of gaming equipment in provincial casinos.

4. GPEB obtain additional evidence to support its reliance 
on independent test facilities to evaluate BCLC gaming
equipment.

5. GPEB periodically review the work of the BCLC Casino
Quality Assurance group to support the branch’s reliance
on gaming equipment tests carried out by the group.

Conducting gaming activities
We recommend that:

6. BCLC update the public information it provides on its
website pertaining to the odds of winning at slot machines.

7. BCLC report regularly to its Board of Directors on the
results of the Operational Gaming Audit Program and 
each casino’s state of compliance with prescribed policies
and procedures.

8. BCLC implement the Surveillance Certification Program 
at the earliest possible date.

9. BCLC ensure that all casinos have approved Surveillance
System Component Plans in place.

10. GPEB’s Audit and Compliance group produce more timely
audit reports.
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Casino gaming in British Columbia
Casino gaming is a significant component of commercial

gaming in British Columbia consisting of up to 22 casinos. 
During fiscal 2004/05, 21 casinos operated (Exhibit 3). 

Casinos generate a significant amount of economic activity
and the trend is increasing. Casino revenue (after prize payouts) 
in fiscal year 2004/05 was $893 million (Exhibit 1). This amount
has increased steadily since fiscal year 1999/00, as has casino
revenue as a percentage of total gaming revenue (Exhibit 1). 

The nature of casino gaming is also changing. While the
number of table games has remained relatively unchanged over
recent years, the number of slot machines has grown significantly
(Exhibit 4). Recently, the game of craps has been introduced in some
casinos to meet patron demand, and patron interest in poker has
increased concurrent with the televised broadcast of international
poker tournaments in recent years.
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Casino gaming activities are spread throughout all regions of
the province, but most heavily concentrated in the Lower Mainland.
(Exhibit 3). A local government’s approval is needed before a
gaming facility may be located or relocated within its boundaries.
Host governments are entitled to receive a portion of gaming
revenues from any casinos located within their boundaries—10%
of net revenue from community casinos, and one-sixth of net
revenues from destination casinos. In fiscal year 2004/05, host
local governments’ share of casino revenue totalled $53 million
(Exhibit 5). The balance of provincial casino revenue is used to
help fund provincial government programs.

Some differences in British Columbia’s casino gaming
compared with other provinces

Casino gaming in British Columbia differs in several important ways from
that in most other provinces. For example:

Casinos in British Columbia are generally smaller than in most other
provinces.

British Columbia doesn’t allow slot machines in hotels, taverns and
restaurants as in most other provinces.

The maximum bet at a table game in British Columbia is $2,500
whereas Ontario’s large casinos allow a maximum $5,000 bet.

Source: Gaming Policy and Enforcement Branch
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Roles and responsibilities
The key legislation for gaming in British Columbia is the

Gaming Control Act and the Gaming Control Regulation. The
legislation describes the roles and responsibilities of two key
organizations in the British Columbia gaming industry: the
Gaming Policy and Enforcement Branch (GPEB) in the Ministry 
of Public Safety and Solicitor General, and the British Columbia
Lottery Corporation (BCLC).

Gaming Policy and Enforcement Branch
As the regulator of the British Columbia gaming industry,

GPEB works to implement and enforce the legislation to help achieve
government’s gaming objectives. The branch has 117 staff who deal
with all forms of gaming in the province, including casinos. GPEB’s
key responsibilities in relation to casino gaming include:

ensuring the overall integrity of gaming;

developing and managing gaming policy, legislation and
standards;

regulating all aspects of the gaming industry; 

registering gaming service providers and gaming workers, and
certifying gaming equipment and lottery schemes; 

conducting audits of charitable and commercial gaming
activities to ensure compliance; and

investigating all alleged contraventions of BC’s Gaming Control
Act and investigating, in cooperation with law enforcement, 
all alleged contraventions of relevant sections of Canada’s
Criminal Code.
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British Columbia Lottery Corporation
BCLC was incorporated on October 25, 1984. As an agent 

of the Crown, the Province designated BCLC as the sole authority
to conduct and manage casino gaming within British Columbia. 
In 1997, BCLC was given responsibility over slot machines when
they were introduced in the province as part of government’s
change in gaming policy. A year later, BCLC was given responsibility
to conduct and manage all casino gaming. BCLC’s responsibilities
under the Gaming Control Act, include: 

making sure commercial gaming facilities operate according to
government policy and corporation standards, policies and
procedures;

setting operational rules of play in all gaming facilities;

managing contracts with gaming service providers and
ensuring compliance;

transferring net proceeds from commercial gaming to the
province;

ensuring there are problem gambling programs in gaming
facilities; and

locating, relocating or making substantial changes to gaming
facilities.

The corporation is responsible to the Minister of Public Safety
and Solicitor General, through a Board of Directors appointed by
the provincial government. Its headquarters are in Kamloops and
it has a sales and marketing office in Richmond. In all, it employs
about 560 staff. This includes employees who are based in the
above two offices, as well as lottery, casino and bingo support staff
in gaming operations throughout the province.

BCLC has partnered with eight private sector casino service
companies to provide, under contract, both casino facilities and
day-to-day operational services (including casino staffing) for a
service fee based on revenue generated. According to BCLC, one
of its core values is to ensure that the gaming they offer and the
way they conduct business is fair, honest and trustworthy.
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The Gaming Control Act and Regulation makes the Gaming
Policy and Enforcement Branch (GPEB) the regulator of the 
casino industry in British Columbia. The legislation requires 
that corporations and individuals who intend to provide gaming
services to casinos in British Columbia be registered by GPEB. 
The Gaming Control Act defines gaming services to mean any that
are related to the activities of operating a casino. The legislation also
gives GPEB the authority to refuse to issue or renew the registration
of a gaming worker or gaming service provider if it determines that
the applicant fails to meet high standards of honesty. 

“Gaming workers” are those who are paid to assist in the
conduct, management or operation of a casino (e.g., card dealers,
floor security). “Gaming service providers” are corporations or
people who provide gaming services, gaming workers, gaming
supplies, or a facility for casino gaming. GPEB estimates that about
7,200 gaming workers and key employees are employed in casinos
in British Columbia and about 1,000 are employed in organizations
that supply ancillary services to casinos. Also, there are 115
companies—55 casino equipment suppliers and 60 ancillary service
providers—involved in the province’s gaming industry. And each
year, GPEB processes new and renewal applications from about
5,000 casino gaming worker applicants, 50 casino service provider
applicants and 130 key corporate personnel applicants.

Having the right people working in, and providing services
to, the province’s casino industry is central to maintaining gaming
integrity because it helps to:

minimize criminal influence and exploitation;

protect patrons from fraudulent activities by operators and their
employees; and 

safeguard an increasingly important source of government
revenue. 

To ensure that only the right people and organizations
participate in the casino industry, we expected to find adequate
registration processes in place, including:

well-designed mechanisms to collect the information needed to
assess applicants;

adequate guidelines to help investigators make appropriate
suitability assessments;

19Auditor General of British Columbia  | 2005/2006 Report 5 Managing Gaming Integrity Risks in Casinos

Does government adequately ensure that casino industry
participants meet high standards of honesty?

Appendix D



adequate review of applicant information by independent,
qualified investigators using reliable sources of information; and

ongoing monitoring to ensure that those working in, and
providing services to, casinos continue to meet high standards
of honesty.

We concluded that the government has established all those
processes and is therefore adequately ensuring that those who
participate in the casino gaming industry meet high standards of
honesty. 

There is still some room for improvement. We think that
GPEB should:

require that key employees of GPEB and BCLC have their
backgrounds rechecked using similar timeframe criteria as are
currently used for gaming workers and service providers; and

require that all BCLC employees who help to ensure gaming
integrity in casinos be registered by GPEB.
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GPEB has implemented well-designed processes to collect the information
needed to assess applicant suitability

We noted that GPEB has developed application forms specific
to gaming workers and companies. We reviewed the application
forms and found them to be clearly designed to collect the critical
pieces of information needed to allow the branch’s investigators to
make reliable applicant suitability assessments. 

Gaming workers
For gaming worker applicants, we found that GPEB requires

information to establish the true identify of the individual, such as
recent passport photos, a letter from the applicant’s prospective
employer offering employment, personal identification including
photo identification (e.g. driver’s licence); and a copy of the
applicant’s landed immigration papers for applicants who are 
not Canadian citizens.

Corporate applicants
GPEB requires that corporations intending to provide goods

or services to casinos be registered. This includes corporations
planning to provide casino services, gaming supplies or equipment,
security or surveillance services, gaming premises, and regular
building maintenance, janitorial services or concession services at
a gaming facility.

Key information required by GPEB from corporate applicants
includes: 

information to establish the legal identity of the organization,
such as other names by which it is or has been known, its
corporate tax account number, articles of incorporation or
partnership agreement, and financial institutions dealt with
during the past year;

business history and a list of other provinces or jurisdictions
where it operates;

a list of all businesses in which the applicant has a financial,
organizational or managerial interest;

financial statements, press releases and filings to the securities
and/or exchange commission in the company’s jurisdiction for
the previous 12 months;
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a list of all persons with a legal or equitable interest, directors,
officers, shareholders, family members working in the business,
and key employees, including their full names, home addresses
and dates of birth;

a description of the share structure and the percentage of share
holdings of each of the directors, officers or voting shareholders
holding 5% or more of shares;

criminal investigations, indictments and records of conviction,
civil actions, judgments or decrees;

consent to release of corporate information; and

sworn statement and deposition.

Extensive personal background information must also be
provided by the following key individuals of the corporation:
directors and officers of a gaming service provider, gaming
equipment supplier or manufacturer; every shareholder or
investor who owns or controls shares or has a 5% or greater
financial interest in the applicant company; and influential
employees of the applicant corporation such as casino managers,
security or surveillance managers, and personnel managers.

GPEB also has the authority to require background
information from outside directors of an applicant company or
from organizations and individuals providing services to the
applicant company.

GPEB provides adequate guidance to investigators for assessing applications
During the course of a typical year, registration investigators

assess new and renewal applications for almost 5,000 gaming
workers, about 50 corporate applicants, and about 130 corporate
personnel applicants. We found that the branch has provided clear
guidance to its investigators to assist them in assessing gaming
workers corporate applications for registration. 

According to GPEB’s criteria, it may reject a gaming worker
applicant if:

he or she has been convicted or is subject to pending criminal
charges in any country, province, state or territory;
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a successful civil claim has been brought, or there is a civil 
claim pending, against the applicant and such claim is based 
in whole or in part on fraud, theft, misrepresentation or similar
conduct; and

his or her behavior is considered to be a detriment to the
integrity or lawful conduct or management of gaming.

Also, if a gaming worker applicant fails to disclose important
information or his or her answers are not correct, the application
will likely be denied. And even after gaming workers are registered,
their employment can be cancelled or suspended by GPEB if it is
found that they failed to comply with the terms of their registration
or provided incomplete or incorrect answers on their original
application. 

Overall, in 2003/04, GPEB denied 31 applicants, cancelled 
17 registrations and suspended three, and issued seven warnings.

GPEB’s registration policies and procedures for corporate
applicants and key corporate personnel applicants also provide
clear direction to investigators on when an application may be
rejected. Applicants may be found ineligible for registration under
the same criteria as those for rejecting a gaming worker.

As well, GPEB investigators determine whether any 
past conviction makes an applicant ineligible for registration. 
They assess:

the behaviour for which the charges were laid (if repeated,
would it pose a threat to the integrity of the gaming industry?);

the circumstances of the charge, particulars of the offence
involved, and sentence imposed;

the length of time that has elapsed between the charge and the
application;

other activities the applicant has been engaged in since the date
of the charge;

any indication of tendencies by the applicant to repeat the kind
of behaviour from which the charges arose; and

whether the applicant has failed to show a firm intention to
rehabilitate.
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As with a gaming worker application, if a corporate or key
corporate personnel applicant misrepresents facts or fails to reveal
information requested, their application may be denied. And, 
later discovery of an omission or misrepresentation made in the
application may be grounds for withdrawing the registration. 
Each year, GPEB needs to investigate a few cases where the
integrity of a corporate registrant comes into question. At the 
time of our audit, the branch was investigating one gaming 
service supplier and considering cancellation of their registration.

Applications are adequately assessed by independent, qualified investigators
using appropriate sources of information 

GPEB employs 10 registration investigators and a director
who oversees the registration division.

Independence
A critical requirement for GPEB registration investigators is

that they have the ability to make impartial assessments of gaming
worker and service provider applications. We found that under the
Gaming Control Act, GPEB is independent of both casino gaming
service providers and BCLC. Members of the Registration Branch
also told us that they have been allowed to perform their work
without interference.

Investigator qualifications
We found that GPEB registration investigators have adequate

training and experience to carry out in-depth assessments of gaming
worker and service provider applications. The 10 investigators 
and director have extensive training and experience in areas such
as policing (RCMP), provincial gaming and auditing. A recent
resignation has left the branch without an investigator with a
professional accounting designation, and staff from the Comptroller
General’s Office are temporarily filling that gap. 

We reviewed a sample of gaming worker and corporate
applications and found that all had been background-checked by
GPEB registration staff using appropriate sources of information 
to make their assessments. 
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Ensuring the right people work in British Columbia’s casinos

Denying a gaming worker application

A gaming worker applicant answered “no” to the following application questions:

Have you in the last 10 years, in any jurisdiction, been: 

arrested?

stopped or detained (such as for shoplifting or impaired driving)?

charged with any criminal offence, whether found guilty or not?

provided alternate justice (e.g., performing community service) for offences such as theft, shoplifting?

convicted of any criminal offence, regardless of the sentence?

investigated or had a claim made against you by anyone (based in whole or in part on fraud, deceit,
misrepresentation, breach of trust or similar conduct)?

Background investigation by GPEB determined that the individual had never been charged and taken to court, but
had, in the previous three years, been arrested and held in police cells approximately 15 times for alcohol, drug and
violence-related incidents. And the most recent incident had occurred just days before the individual applied for
gaming worker registration. When called to appear for an interview with GPEB investigators, the individual became
aware that GPEB knew of his failure to disclose key information in his application and did not appear. As a result,
GPEB denied him registration based on his failure to disclose key information and failure to cooperate in the
background investigation. 

Canceling a gaming worker registration

As a result of a home invasion on premises housing a marijuana grow operation, an individual at the home received
life threatening injuries. He was taken to hospital by a casino gaming worker who was in a relationship with him.
After some time, the police learned that the house was in the name of the casino worker and leased to unknown
parties through the injured individual, and also that the gaming worker had been in the house on a weekly basis 
over a considerable period of time. The injured person was also known to police as an identified criminal with a
drug past. Before long, the worker was also found to have, in past, participated in moving large sums of cash for
profit. None of this information was disclosed on the gaming worker’s original application and, as a result, their
registration was cancelled by GPEB.

Warning a gaming worker for not complying with the terms of registration

A patron of a casino was observed conducting loan sharking activities in the facility and, as a result, a British
Columbia Lottery Corporation investigator served the person with a provincial suspension notice. A senior member
of the casino, who should have reported this activity immediately to GPEB under Section 86 of the Gaming Control
Act, failed to do so until 23 days after the initial incident and not until the person was provincially barred from
entering casinos. As a result, GPEB issued a written warning to the casino employee for failure to abide by the
provisions of the Act.  

Source: Gaming Policy and Enforcement Branch
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In the case of gaming workers, background checks included
information sources such as credit history, criminal records and
local infractions. The Canadian Police Information Centre database
records were queried for the disposition of all charges for which a
person had been fingerprinted (indicating they have a criminal
record) and all outstanding charges currently before the courts.
Local infraction checking was also conducted through the RCMP
Personal Information Retrieval System database and any other city,
municipal, provincial, federal, state, county, sheriffs, FBI or other
police databases in Canada or the USA that GPEB deemed
appropriate. 

For corporate applications, we found that GPEB investigators
had reviewed the application information and evaluated the
financial, business and criminal history of the corporation. Sources
of information used included: 

international, national, provincial, state, county or municipal
law enforcement or security agencies;

police services and sheriff’s offices;

government ministries or regulatory agencies;

banks, trust companies, brokerage houses, credit bureaus;

professional or industry associations, licensing bodies or
regulators; and

former or current customers.

The databases used by GPEB record all complaints the
respective police departments investigate and also include
information related to non-convictions. 

In our opinion, this feature of GPEB checking helps to keep
the entrance standard into the provincial casino gaming industry at a
high level. Gaming service providers and BC Lottery representatives
we met reported satisfaction with the effectiveness of the GPEB
registration process. Another indication of the effectiveness of
GPEB’s registration process is that it denies, cancels, suspends or
warns many applicants and registrants each year (85 in 2004), yet
it has experienced few appeals and reversals of its original decisions
(five decisions were appealed in 2004 and only one reversed).
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There is adequate ongoing monitoring to ensure participants in the casino
industry continue to meet high standards of honesty

Preventing undesirable participants getting into provincial
casino gaming is key to ensuring integrity of the industry, but
watching that a registrant stays honest over time is also critical. 
We found that GPEB uses several processes to monitor that only
honest registrants continue to participate in the casino industry. 
A key requirement is that gaming workers and service providers
periodically reapply to be licensed. Gaming worker registrations
are valid for three years or until the worker ceases employment
in the industry. Corporate registrations are valid for a period of

five years. Once the registration period ends the gaming worker 
or service provider must reapply and be reassessed by GPEB. 

We found that GPEB maintains current registers of both
gaming workers and service providers to monitor that registrations
remain valid, and carries out renewals in compliance with legal
requirements.

Gaming workers
Under the terms and conditions of registration, gaming

workers must regularly report to GPEB any circumstances that
bring into question their suitability to continue being involved 
in the casino industry. For example, gaming workers must report
when they are under criminal investigation or are charged in a
criminal, regulatory or statutory matter, or when a civil suit
involving allegations of fraud, theft, deceit, misrepresentation or
similar conduct is brought against them. Failure to report either
situation could result in GPEB’s Director of Registration canceling
their registration. We found that during 2004, GPEB suspended
four gaming workers and issued seven warnings over non-
compliance with registration terms and conditions. 

Overall, we believe that GPEB’s self-reporting requirements
for gaming workers and the associated penalties for not reporting
help ensure that if the suitability of a gaming worker changes,
GPEB is likely to be made aware of it.
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Corporate gaming service providers
Similar to those requirements noted above for gaming

workers, GPEB requires gaming service providers to keep the
branch informed about any changes in their operations (see
sidebar).

As with gaming workers, failure to comply with the terms
and conditions of registration could result in GPEB’s Director 
of Registration canceling a corporate service registration. Loss 
of their registration in British Columbia could have significant
repercussions on their operations. Many also operate in other
gaming jurisdictions that may, depending on the circumstances,
choose to investigate and cancel the company’s registration as well. 

GPEB registration investigators monitor corporate
compliance with the above requirements. During 2004, this
involved monitoring 115 service providers and senior officials
associated with those organizations. We reviewed a number of
corporate files and found that the investigators were regularly
reviewing a variety of information sources (e.g., websites and
news media) for items of interest, including indicators of non-
compliance with the licence terms. We found that significant items
are followed up (e.g., contacts made with the organization or
regulators in other jurisdictions as required to confirm facts) in
order to assess whether the organization continues to be compliant
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Ongoing reporting by gaming service providers

The terms and conditions of corporate registrants require that they immediately notify GPEB of the following:

any change in ownership structure;

any conduct or activity at or near a gaming facility in British Columbia that is or may be contrary to the
Criminal Code, the Gaming Control Act or the regulations under the Act; 

any suspected or alleged criminal activity that involves the service provider or a registered gaming employee;

release of annual financial statements; and

filings with securities or exchange commissions in their jurisdiction.

Individuals registered by GPEB to provide gaming goods or services must immediately notify GPEB if:

there is any change in their involvement in the gaming industry; and

they are under criminal investigation or are charged in a criminal, regulatory or statutory matter or are the
subject of a civil claim based on fraud, theft, misrepresentation or similar conduct.

Source: Gaming Policy and Enforcement Branch
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The Gaming Control Act requires that only gaming equipment
approved by GPEB be used in casinos. The Act also requires that
GPEB issue its approval only if satisfied that the gaming equipment
will be fair according to standards approved by GPEB. Key steps
in helping GPEB meet its gaming equipment responsibilities
include ensuring that:

gaming equipment is purchased from only approved suppliers;

approved technical standards for assessing the fairness of
gaming equipment have been implemented; and

gaming equipment is adequately tested against the standards
before use in casinos (note that ongoing monitoring of the
operation of gaming equipment in casinos is covered in the 
next section of this report).

We concluded that the government is adequately ensuring
that gaming equipment operates fairly. Equipment is purchased
from only approved suppliers and is only used in casinos after 
it has been independently tested against approved standards.
Nevertheless, we think that GPEB can improve the process by
obtaining additional assurance to support its reliance on independent
test facilities and the BCLC Casino Quality Assurance Department
when certifying new equipment.

GPEB ensures that gaming equipment is purchased from only approved suppliers
The Gaming Control Act requires that a supplier of gaming

equipment be registered by GPEB. When BCLC requests approval
of a particular piece of gaming equipment, GPEB ensures that the
supplier is listed on its register and in good standing. We found
the process for registering gaming equipment suppliers (discussed
in the previous section of this report) was found to be working
effectively.

With GPEB having control of both the equipment supplier
registration process and the gaming equipment certification process
—and given the relatively small number of equipment suppliers—
the branch is in a strong position to ensure that gaming equipment
is purchased from only approved suppliers. We reviewed a sample
of gaming equipment approved for use in British Columbia casinos
and found that all had been supplied by companies registered and
in good standing with GPEB. 
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Adequate technical standards governing the functioning of gaming equipment
have been implemented

Technical standards for gaming equipment operations are an
important part of ensuring gaming integrity, because they provide
a benchmark against which gaming equipment can be evaluated.

We found that the technical standards that exist were
developed by an independent game testing facility using
standards adopted by numerous major gaming jurisdictions
around the world. We think that using the technical standards
developed by the independent test facility is a reasonable choice
for several reasons:

The organization is a recognized leader in the testing of gaming
equipment and provides game testing services for many other
gaming jurisdictions both in Canada and elsewhere.

The standards specifically address game fairness.

The test facility has a policy to update its standards as often as
possible to reflect changes in technology, testing methods and
cheating methods. With technology changing frequently, it is a
major challenge for individual jurisdictions to incorporate new
technology quickly enough into existing standards.
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Mitigating gaming equipment risks

Technical integrity standards address the following key risks:

Hardware

Machine enables illegal access to cash or critical operating components.

Game results are affected by outside influences (e.g., electro interference, temperature, humidity, power surges 
or dips, power supply access).

Machine loses critical memory needed to identify and correct malfunctions.

Machine fails to generate error conditions when operating improperly or when there is an attempt to interfere
with the machine’s proper operation.

Video monitors/touch screens operate inaccurately.

Machine fails to process patron credits accurately.

Machine with bill acceptor:
— lacks security needed to prevent illegal access to cash;
— fails to identify and prevent the use of counterfeit currency and other currency cheating methods;
— operates inaccurately or is affected by outside influences (e.g., electro interference, temperature, humidity,

power surges or dips, power supply access);
— fails to maintain sufficient electronic metering information; and
— is incapable of detecting and displaying error conditions.

Software

Critical player information, such as rules of the game and the awards that will be paid, are not clearly and
accurately displayed.

All combinations and outcomes that produce wins and losses are not available to the player for random
selection.

Random selection process is influenced by associated equipment communicating with the gaming device.

Random number generator that determines game outcomes fails to operate randomly.

Prescribed payout percentages are not met.

Extra credits wagered during bonus games are processed inaccurately.

Player-related electronic metering within the machine operates inaccurately.

Game-play data prior to interruption (e.g., power failure) is not properly recovered.

Alarms to detect access to machine doors (e.g., external doors, drop box door, bill acceptor door) do not
function properly.

Data for the last five games played is not retrievable.

Independent integrity check of the device’s software from an outside source to identify and validate the program
does not function properly.

Source: Prepared by the Office of the Auditor General of British Columbia based on Standards for Gaming Devices in Casinos developed by Gaming 
Laboratories International
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That said, we think that, given the size and growth of the
gaming industry in the province over recent years, GPEB and
BCLC should formulate standards specific to British Columbia to
ensure that all their requirements are met. GPEB informed us that
it is taking this step already, along with BCLC and an independent
game testing facility. 

We recommend that GPEB ensure that technical standards
specific to British Columbia are developed and approved to
govern the functioning of gaming equipment in provincial casinos.

Gaming equipment is adequately tested against approved technical standards
before use in casinos

The Gaming Control Act requires that GPEB approve all casino
equipment before it is used on the gaming floor in any of British
Columbia’s casinos. We found that GPEB’s ability to meet its
responsibility is made easier by the fact that all gaming equipment
is owned and maintained by BCLC. This means that GPEB deals
with only one organization—BCLC—rather than each casino service
provider, and this makes it possible to have only one clearly defined
gaming equipment approval process.

If BCLC wishes to employ a new piece of gaming equipment
(e.g., a new slot machine model), it asks the independent test
facility to provide test results for that piece of gaming equipment
against the technical integrity standards currently accepted by
British Columbia. At the same time that the independent test
facility conducts its tests, BCLC’s Casino Quality Assurance
Department conducts tests on the same equipment to ensure 
that it communicates properly with BCLC’s central monitoring
and control systems. If the independent tests and BCLC’s tests 
are positive, then the results are sent to GPEB. Staff at the branch
review the results of both BCLC and the independent test facility
and, if satisfied, issue a Certificate of Technical Integrity, clearing
the way for the equipment’s use in the province’s casinos.

We reviewed a sample of equipment certification requests
and found that the process was working well. All requests
included test results from both BCLC and the independent test
facility. We also found that staff of GPEB and BCLC were well
acquainted with the process and reported no concerns. 
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Nevertheless, we think that there’s room for strengthening
the process. In making its decision to certify or not, GPEB relies on
the work done by the independent test facility and on BCLC’s
Casino Quality Assurance Department. GPEB told us that it places
reliance on the test reports of the independent test facility for
several reasons:

The facility has been registered as an approved supplier of
gaming services by GPEB Corporate Registration Division; 

The facility has a good reputation in the industry and is
registered with many jurisdictions; and

GPEB has no reason to believe that the facility’s work is unreliable
—the branch regularly communicates with other jurisdictions
(some that do their own testing and some that rely on this
facility) and has not been made aware of any significant issues.

In our view, the above reasons provide plausible but insufficient
evidence to support GPEB’s relying on the independent test facility,
especially in view of the importance of the work to gaming integrity.
GPEB’s investigations are aimed primarily at ensuring that the
organization under review and its key personnel meet high
standards of honesty, but do not include a review of the standards to
which the testing companies perform their tests nor an assessment
of the qualifications and competence of its staff. Also, relying on the
experience of other jurisdictions provides only limited assurance
because they do not necessarily use the same equipment as British
Columbia.

We acknowledge that British Columbia has had no reported
instances calling into question the work of the independent test
facility, but we believe that GPEB should have better evidence to
support its reliance. Possible options for gathering that evidence
include:

determining if the test facility has been certified by a reputable
agency under international standards (e.g., ISO) and reviewing
the certification report;

contacting other jurisdictions to determine if they have directly
assessed the test facility, and if so, performing sufficient due
diligence to warrant relying on the work of that jurisdiction; and
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engaging an external consultant to undertake a separate review
of the procedures used by the testing facilities and of the
professional qualifications and competence of its staff. 

We recommend that GPEB obtain additional evidence to
support its reliance on independent test facilities to evaluate
BCLC gaming equipment.

As we noted above, GPEB relies on BCLC’s Casino Quality
Assurance Department tests of gaming equipment in the
certification process. We found that although GPEB places reliance
in BCLC’s tests, it has not formally reviewed the standards to
which BCLC carries out its tests nor has it assessed the
qualifications and competence of the staff doing the work. 

We found that the primary purpose of the Casino Quality
Assurance Department work is checking that the gaming
equipment communicates properly with the corporation’s
accounting and control systems. We regard the work as an
important step in ensuring gaming integrity in casinos. The
Quality Assurance Department group has developed its own set of
standard tests that reflect the unique communication requirements
of its casino and accounting systems; and it keeps records of its
detailed testing procedures for future reference to ensure that it is
being consistent in the checks it performs. We believe that the
department’s tests adequately cover key aspects of gaming
integrity, ensuring, for example, that:

slot machines can only be enabled by BCLC headquarters after
being disabled to perform maintenance;

slot machines properly cash out patron credits when shut down;

slot machines allow BCLC headquarters to perform daily
electronic checking that is designed to ensure that the game
contains the correct computer game chip;

all jackpots and fills (the restocking of a machine with money)
are properly recorded on the slot machine’s internal meters, that
the information reports properly through BCLC’s casino and
accounting systems, and that the cashier is properly notified;
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The Gaming Control Act makes BCLC responsible for
conducting and managing casino gaming in the province. In
meeting its mandate under the Gaming Control Act, BCLC contracts
with independent commercial third parties for the provision of day-
to-day operational services under BCLC’s direction using gaming
equipment and systems owned by BCLC. BCLC’s reliance on third
parties for this service increases the risk that a service provider
might be tempted to conduct gaming activities dishonestly (i.e.,
unfairly or unlawfully) to increase its share of gaming revenue.

To manage this risk, we therefore expected the government 
to have implemented:

adequate policies and procedures to help ensure that casino
gaming activities are conducted honestly; and

adequate mechanisms to ensure that those policies and
procedures are consistently followed.

We concluded that government is adequately ensuring that
gaming activities are conducted honestly. Sound policies and
procedures governing key casino operations are in place to ensure
the honest conduct of gaming activities. And strong mechanisms
exist to ensure that the policies and procedures are consistently
followed including BCLC supervisory staff stationed in casinos,
BCLC ongoing casino audits, surveillance operations, GPEB annual
audits of each casino and GPEB investigation of incidents posing a
threat to gaming integrity.

To improve, we think that BCLC should ensure that:

surveillance personnel meet minimum standards of proficiency,
as demonstrated through a certification program;

casinos have approved surveillance system component plans 
in place;

its website information pertaining to slot machines and the odds
of winning is updated; and

its Board of Directors is informed regularly of the results of its
Operational Gaming Audit Program focusing on casinos.
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We also think that GPEB should:

formally evaluate key BCLC systems that the branch’s Audit
and Compliance group relies upon when doing its annual
casino audits;

work to produce more timely audit reports; and

report annually to the Legislative Assembly on the state of
gaming integrity in provincial casinos.

Also, government should confirm that the highest priority of
the General Manager of GPEB is ensuring the integrity of gaming
in the province.

Approved policies and procedures have been implemented governing key casino
operations to help ensure honest gaming activities

The provincial government’s policies and procedures
governing the conduct of gaming in casinos include BCLC casino
standards, policies and procedures; the Gaming Control Act and
Regulation; and GPEB standards, policies and directives.

Together these policies and procedures guide day-to-day casino
gaming operations and aim to assure the general public and the
provincial government that casino gaming is being conducted in
an honest manner. We found them to adequately address those
facets of casino operations critical to ensuring honest gaming
activities. Key aspects covered by the policies and procedures 
are summarized below.

Restricted access
Specific areas of the casino must be set aside to provide security

over casino assets such as the card room, cash cage, chip room, count
room and a vault. Other sensitive areas include the surveillance
room and gaming pits. Policies and procedures require that only on-
duty authorized gaming workers be permitted access to restricted
casino areas. BCLC representatives generally have unlimited access
to these areas when accompanied by a registered gaming employee.
Policies and procedures also address key issues such as chip
inventory, vault reconciliation, disbursements, bank deposits, 
daily reporting, and data entry into BCLC accounting and control
systems. All of these requirements help to prevent unauthorized
access to key areas that could lead to assets being tampered with
or stolen.
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Slot machines
Extensive policies and procedures cover slot machines. The

BCLC Casino Site Operations Manager or Gaming Systems
Coordinator in each casino is responsible for performing repairs
and preventative maintenance on slot machines. Other critical
activities covered include opening and closing machines, filling
slots with cash, removing cash, processing jackpots, servicing
jammed machines and correcting malfunctions. The aim is to
prevent unauthorized access to, and alteration of, gaming
equipment that could lead to dishonest gaming activities and the
loss of cash.

Table games
As for slot machines, extensive policies and procedures cover

table games, including opening and closing procedures, chip
counts and fills, player buy-ins, cash removal, play procedures and
data entry into BCLC accounting and control systems. Policies and
procedures also cover minimum dimensions of gaming tables and
pit areas. All of this helps to ensure honest table game activities
and the safe and secure handling of casino assets.

Casino staffing requirements
The BCLC Director of Casino Operations has discretion in

determining whether a casino is sufficiently staffed for all positions.
This helps to ensure that there is adequate staffing to properly
monitor gaming activities for fairness. Also, policies and procedures
restrict the number of family members working in the same casino
and prohibit gaming workers playing at any gaming facility owned
or operated by their employer. This helps to prevent gaming
workers from colluding with fellow workers to conduct dishonest
gaming activities or steal assets.

Gaming worker identification
All gaming workers must be registered by GPEB and must

wear their GPEB identification tag when on duty. Policies and
procedures also clearly address lost or stolen GPEB tags. Service
providers must give the BCLC Manager and the Casino Security
and Surveillance group access to a list of all current employees’
GPEB tag numbers and expiry dates. This helps to ensure that only
gaming workers who have been properly checked and registered
by GPEB Registrations group are providing gaming services.
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Gaming equipment
Policies and procedures require that BCLC can be the only

owner and supplier of casino gaming equipment used in the
province’s gaming facilities. As we noted in the previous section of
this report, gaming equipment purchasing and testing are closely
regulated. This helps to ensure that all gaming equipment is
supplied by approved equipment suppliers and has been
independently tested and certified by GPEB.

Surveillance requirements
The surveillance function is often characterized as the

casino’s “last line of defense” against errors and irregularities.
When other controls have failed to prevent or detect a misdeed,
surveillance monitoring and tapes can often provide the evidence
needed to isolate the problem or fix responsibility with a particular
individual. As a result, BCLC has placed significant emphasis on
the surveillance function.

The BCLC Manager of the Casino Security and Surveillance
group:

determines the surveillance standards, policies and procedures
to be followed by all service providers and surveillance
personnel;

has authority to determine whether a casino is sufficiently
staffed with surveillance and security personnel; and

may require a service provider to include additional areas to 
be monitored by the surveillance system, to ensure gaming
integrity.

The Surveillance Manager must not report directly to any
other on-site manager, including the Casino Manager and must 
act independently, without interference from any other areas. 
The service provider must submit to the BCLC Manager, Casino
Security and Surveillance for approval, a written Surveillance
System Component Plan (e.g., equipment type and location,
maintenance and replacement plan) and a Surveillance Personnel
List. BCLC will only approve the plan after it has conducted a
visual audit under conditions of a simulated gaming day. 
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The surveillance cameras must monitor, on an ongoing basis,
all key parts of the casino, including:

count room

cash cage

card and chip banks

table games

slot machines

high limit rooms

entrances and exits

surveillance room

key cabinets

The above requirements help to ensure that each casino has
an effective surveillance function that is a strong deterrent to
dishonest activities, yet—when such activities do occur—is also
capable of detecting breaches in all aspects of casino operations.

Money laundering
All casinos in British Columbia are required, under the

Proceeds of Crime (Money Laundering) and Terrorist Financing
Act and Regulations, to report to BCLC’s Security and Surveillance
group any information they obtain about a patron who engages in
suspicious transactions. A significant transaction might be one in
which a customer:

exchanges foreign currency equivalent to $3,000 or more in a
single operating day;

buys in for $10,000 or more in a single operating day;

cashes out for $10,000 or more in a single operating day;

wins a jackpot of $10,000 or more in a single operating day; and

buys in with a large amount of small denomination bills or buys
in for $3,000 or more and, after minimal play, cashes out.

Casino gaming service providers are required to collect
personal information, including photo identification, from the
patron involved in a large cash transaction. All such transactions
must be submitted to the federal government, which maintains 
a database of the transactions for potential use in subsequent
investigations. 

The above requirements help to ensure that money
laundering activities do not take place in casinos.
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Counterfeit currency
Service providers are responsible for detecting and reporting

incidents of known or suspected counterfeiting. They must ensure
that all casino employees who handle cash are trained in
counterfeit bill detection, and ensure that all casino areas receiving
cash assets from the public (including the cash cage and count
room and slot machines) are equipped with counterfeit detection
devices. All counterfeit cash must be secured in the vault room
and verified daily until it is transferred to the police or BCLC
Casino Security Investigator and signed for. Documentation of the
incident must be forwarded to BCLC’s on-site representative. The
policies and procedures also require that the service provider
video record the patron who presented the counterfeit bills and
monitor and record all subsequent activities relating to the patron.
Surveillance recordings must be kept for future investigation. 

The above requirements help to ensure that counterfeit
currency is not used in casinos where it can result in a loss of
gaming revenue.
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Occurrence and incident reporting
Service providers must submit occurrence reports to BCLC’s

on-site representative and BCLC’s Manager of Casino Security
detailing any event where gaming integrity was compromised.
Such incidents include:

breaches of policies and procedures;

theft, cheating at play, or other criminal code violations; and

variances of cash, chips or anything of monetary value of $50 
or more.

The service provider also has a legal obligation to prepare
and send a “Section 86 Gaming Control Act Report” to GPEB’s
Investigations Division immediately after any of the following 
real or suspected activities or incidents occur that could affect 
the integrity of gaming at a casino:

thefts;

all forms of fraud, including cheating at play and the passing 
of counterfeit currency;

money laundering;

loan sharking;

robbery;

assault;

threats against, or intimidation of, gaming employees;

unauthorized gaming activities;

persons prohibited for known or suspected criminal activity;

unregistered gaming workers;

unregistered gaming service providers; and

offences occurring outside a legal gaming venue if it involves a
registered gaming service provider or registered gaming worker.

The above requirements help to ensure that unusual activities
that might impact gaming integrity are reported, investigated and
prosecuted, when appropriate.

Player fairness issues
Player fairness encompasses issues such as the composition of

gaming services in a casino and communication of game rules and
the odds of winning. To help ensure player fairness, the BCLC is
actively involved in determining the mix, type, variety and
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location of table games and slot machines offered for play in each
casino. It also determines the allowable rules of play for table games
and includes them, along with dispute resolution procedures, in the
BCLC Policies and Procedures manual to direct service providers. 

BCLC also requires, in accordance with GPEB’s Advertising
and Marketing Standards for the B.C. Gambling Industry, that
service providers have brochures or signage posted, outlining the
rules for all table games offered at the particular location. For slot
machines, the rules of games are displayed in the artwork or in
game information menus that can be accessed by players. 

We found that BCLC also has, on its website, a slot machine
game profile. The profile describes the odds to win any prize and
states the top prize for each of the slot machines deployed in
British Columbia casinos. That information, however, was last
updated in February 2003. BCLC told us it is currently redesigning
this communication feature. BCLC also noted that information on
the odds of winning at various table games is not provided because
that information is available in books and over the internet. Also,
the odds of winning at table games varies depending upon player
decisions during play.

We recommend that BCLC update the public information
it provides on its website pertaining to the odds of winning at
slot machines.

The more than 700 pages of policies and procedures compiled
by BCLC (with input from service providers) are highly prescriptive.
We think this approach is both appropriate to the casino gaming
industry in British Columbia and consistent with that in other
jurisdictions with a large casino industry. A key benefit of detailed
policies and procedures is that they assist supervisors and
surveillance staff members in readily detecting gaming worker
activities that are outside the norm. Such instances need to be
investigated immediately because they potentially indicate
dishonest activities.

Given their importance in helping to keep gaming activities
honest, BCLC policies and procedures need to be kept up-to-date.
Gaming service providers we interviewed told us that they have,
in the past, had some concerns that the policies and procedures
were not always current or communicated to them in a timely
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manner. However, those issues have since dissipated and service
providers now feel that BCLC is doing an adequate job in this area.

Adequate mechanisms help to ensure that government’s policies and procedures
are consistently followed

As described above, having adequate policies and procedures
to guide service providers and BCLC casino staff is important, but
steps must be taken to ensure that they are consistently followed.
The government has put several mechanisms in place to help
ensure compliance with policies and procedures. Among those
mechanisms are:

BCLC staff stationed at casinos,

BCLC’s ongoing compliance audits,

the casino surveillance function,

GPEB’s annual casino audits, and 

GPEB’s investigations.

BCLC casino staff
BCLC has representatives—Casino Site Operations Managers

(CSOMs) and Gaming Systems Coordinators—stationed at casinos
during operating hours. They represent BCLC in the management
and conduct of all casino gaming activities and are responsible for:

working in conjunction with the service provider to ensure 
that the casino provides gaming entertainment to the public 
in a socially responsible manner;

monitoring all activities of the service provider for compliance
with BCLC’s policies and procedures;

performing specified audit procedures and providing daily
documentation and data on slot performance and anomalies;

reporting exceptions or issues to BCLC management; 

performing repairs and preventative maintenance on 
slot machines and associated gaming equipment within 
a given casino; 

providing training and support to the casino service provider 
on the proper methods and techniques of slot machine handling
and operation; and 

maintaining and upholding BCLC’s customer service standards.
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We found that BCLC’s on-site representatives clearly
understood their roles and responsibilities and were able to readily
demonstrate the key standardized checks they must perform and
the corrective actions they must take each day to ensure that
policies and procedures are followed. Overall, we concluded that
they are an effective mechanism for helping to ensure that service
providers comply with policies and procedures aimed at ensuring
gaming activities are conducted honestly.

BCLC ongoing compliance audits
A significant responsibility of BCLC’s Operational Gaming

Audit group is to conduct periodic assessments of the state of
compliance with BCLC’s policies and procedures in casinos. We
found that the group was doing an effective job in meeting its
responsibilities. Factors we considered in making this assessment
are discussed below:

Competent staff — Staff are a mix of qualified accountants,
auditors and people with training and experience in the gaming
industry.

Independent reporting relationship —The group is responsible 
to BCLC’s, Director of Corporate Security and Surveillance who 
is independent of casino operations.

Adequate audit programs—BCLC audit programs cover all of the
key BCLC policies and procedures discussed earlier in this report.

Adequate frequency of audits —Over the course of a year, BCLC
auditors carry out a series of quarterly, semi-annual, annual and
random audits in every casino. During 2004, 925 audits were
conducted in casinos, focusing on the key BCLC policy and
procedure requirements discussed earlier in this report. 

Adequate reporting of audit results—A copy of each audit
report is provided to:

BCLC’s Director, Corporate Security and Surveillance

BCLC’s Casino Site Operations Manager at the audited location

Casino Manager at the audited location

corporate headquarters of the service provider.
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Adequate monitoring of audit findings—BCLC reviews the 
audit results with the service provider and corrective actions 
are formulated. BCLC’s Audit group monitors to ensure that 
the corrective actions are taken.

Overall audit results —Each audit generally finds areas of non-
compliance by the service provider, but the trend has been towards
increasingly better results. Notwithstanding the specific instances
of non-compliance, we believe that, overall, the service providers
are compliant with prescribed policies and procedures. 

One area we think should be improved, however, is
communication of the overall results of the casino audit program
to BCLC’s Board of Directors. As noted above, we believe that 
the Operational Gaming Audit programs carried out in casinos 
are focusing on the key operational activities that are critical to
ensuring honest gaming activities. That information, we think,
should be regularly presented to BCLC’s Board of Directors. In 
our opinion, the board would benefit not only from being formally
apprised of the overall results of the audits on a regular basis, but
also from receiving an assessment of each casino’s state of
compliance with prescribed policies and procedures. 
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We recommend that BCLC report regularly to its Board 
of Directors on the results of the Operational Gaming Audit
program and each casino’s state of compliance with prescribed
policies and procedures.

Casino surveillance
An effective casino surveillance department helps to ensure

honest gaming by detecting, documenting and reporting:

violations of policies, procedures and regulatory requirements;

deviations from systems of internal control; and

cheating at play and other criminal or illegal activity.

In British Columbia, because casino surveillance departments
are staffed by service provider employees, this increases the risk
that performance may not meet government’s expectations. For
example, a service provider may place less importance on the
function than government desires, interfere with the department’s
operations, or suppress the reporting of breaches of policies and
procedures to BCLC and GPEB.

BCLC recognizes these risks and is, we believe, adequately
managing them through a number of actions:

It has set the minimum standards for key aspects of the
surveillance function.

It has set the policies and procedures for the surveillance
function.

It conducts regular audits of the surveillance function.

We found that the minimum standards, policies and
procedures established by BCLC for the surveillance function
adequately address those aspects that are critical to ensuring
honest gaming activities, for example:

Surveillance systems must meet strict requirements and
equipment capabilities.

Camera coverage exists throughout a casino.

Casino alarms (e.g., for slot machine access and jackpots) 
must be monitored.

Surveillance equipment is regularly tested and maintained.

Surveillance logs, forms and reports must be maintained.
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Suspicious incidents taking place in the casino must be reported.

Access to the surveillance area is restricted. 

Surveillance personnel are independent of other casino staff.

Surveillance staff must be trained and certified.

We noted, however, that while policies and procedures
require that surveillance staff be certified under the BCLC
Surveillance Certification Program, the program has not yet been
fully implemented. BCLC has been working with the Justice
Institute to develop the program, but work is still underway to
determine how it can best be delivered. 

We recommend that BCLC implement the Surveillance
Certification Program at the earliest possible date.

We also noted that seven casinos did not yet have current
Surveillance System Component Plans (described earlier in this
report) approved by BCLC, as required by the policies and
procedures. BCLC is working with those casinos to ensure that
approved plans are in place as soon as possible.

We recommend that BCLC ensure that all casinos have
approved Surveillance System Component Plans in place.

GPEB’s annual casino audits
GPEB is mandated to ensure the overall integrity of gaming

in British Columbia. To help meet its responsibilities, the branch
relies upon BCLC’s casino audits and, to ensure that reliance is
warranted, conducts its own audit of each casino once per year.
GPEB takes the position that, if its audit results are positive, then it is
reasonable to conclude that BCLC has been effective in conducting
and managing casino gaming with integrity. 

We considered a number of criteria to assess the quality 
and reliability of GPEB’s audit work. Those criteria and our
observations are summarized below.

Competent staff—GPEB’s Audit and Compliance group has
competent staff that includes professional auditors and individuals
with several years of experience doing casino compliance audits.

Independent reporting relationship—The group is responsible to
the General Manager of GPEB who is independent of both BCLC
and casino operations.

51Auditor General of British Columbia  | 2005/2006 Report 5 Managing Gaming Integrity Risks in Casinos

Does government adequately ensure that casino gaming 
activities are conducted honestly?

Appendix D



Adequate audit programs—GPEB audit programs cover the key
policy and procedure requirements designed to ensure gaming
integrity (as discussed previously). Each GPEB audit involves:

a review of service provider records of equipment, suppliers
and gaming workers for comparison against GPEB registration
records; 

a review of incident and occurrence reporting for the prior year;
and

a review of operations for a full gaming cycle (i.e., a one-year
period), including:

— vault (cash cage, count room, and cash and chip safekeeping);

— table games (opening, closing and table administration);

— slot operations (procedures and gaming asset controls);

— surveillance (administration, procedures and equipment); and

— security (procedures, premises and gaming asset controls).

Adequate frequency of audits—GPEB conducts a full audit 
of each casino once a year. We think this frequency is reasonable.
At the time of our work, GPEB had carried out its annual audits 
of all casinos.

Adequate reporting of audit results—Audit results are reported
to BCLC’s Director of Corporate Security for review and follow-up
with the service provider. 

Adequate monitoring of audit findings—A standard audit
procedure is to review the status of exceptions identified in the
previous year’s GPEB audit. We found it evident that BCLC and
service providers worked diligently to deal with the deficiencies
reported by GPEB.

We also found that GPEB’s audit reports normally include
several findings of non-compliance with policies and procedures,
but none of these have been considered material deviations.
Overall, GPEB concludes that casinos are compliant.

At the time of our work, seven audit reports had been
finalized and 12 were drafted and being reviewed by BCLC. Draft
reports (usually about five pages long) are generally dated about
three months after completion of the audit fieldwork. As a result,
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we think there is scope to improve the timely issuance of GPEB’s
audit reports to ensure that gaming integrity deficiencies are dealt
with promptly. 

We recommend that GPEB produce more timely audit
reports.

In the course of doing its audit work, GPEB’s Audit and
Compliance group relies on BCLC systems used in casinos such 
as the Casino Management and Casinolink systems, but it does 
not directly assess whether such reliance is warranted. We think
that obtaining such evidence directly would strengthen GPEB’s
audit process. 

We recommend that GPEB’s Audit and Compliance group
obtain direct evidence to support its reliance on BCLC systems.

Overall, we think that the work of the GPEB Audit and
Compliance group is both an efficient and reasonable approach to
help the branch meet its mandate. GPEB audits provide independent
evidence that the policies and procedures that are designed to
ensure gaming integrity are actually in effect and working. 

GPEB investigations
Given the size of the casino industry in British Columbia 

it is reasonable to expect that some activities will pose a threat to
gaming integrity. As a result, the government needs to ensure that
when such activities occur, there is an effective mechanism in place
to investigate and take appropriate actions. In British Columbia,
this responsibility resides with the GPEB Investigations group. 

We found that the GPEB Investigations group was doing an
effective job in meeting its responsibilities. Factors we considered
in making our assessment are discussed below.

Clear reporting requirements—As we noted earlier, BCLC policies
and procedures require that incidents having a potential impact 
on gaming integrity be reported to GPEB Investigations (Section 86
reports). Both BCLC and GPEB audit processes indicate that service
providers are meeting this requirement.
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Competent staff—The Director of Investigations has been able to
recruit a highly trained staff. Many have police backgrounds and
some have specialty training (e.g., serious crime investigation,
forensic accounting, homicide, polygraph).

Adequate authority—The group has the powers needed to take
the appropriate actions. GPEB appoints investigators under 
section 81 of the Gaming Control Act. GPEB Investigations
Division Investigators are also appointed as Special Provincial
Constables under Section 9 of the Police Act. This gives the
Investigations Division the authority to investigate Gaming
Control Act offenses and some offenses under the Criminal Code. 

Independence—The Director, Investigations reports to GPEB’s
General Manager who is independent of casino activities. The
General Manager has the power under the Gaming Control Act 
to impose fines and penalties for various infractions of the Act. 
For example, registration and licenses can be withdrawn and
monetary fines imposed. In addition, the Act creates offences
under the Offence Act that, upon conviction, could result in
penalties up to $200,000, 12 months in prison or both.

Under the Gaming Control Act, the responsibility of the
General Manager, and the Branch, is to ensure the integrity of
gaming in the province through regulatory and enforcement
activities. We note that the General Manager also has non-statutory
responsibilities that include advising the government on broad
policy, standards and regulatory issues. Some matters on which
advice is given might affect the achievement of the government’s
economic and fiscal policy priorities for gaming. In our view, it is
possible that, in some circumstances, it might be difficult for the
General Manager to take strong enforcement actions having
potentially negative consequences on government’s economic 
and fiscal priorities for gaming.

We believe that good management practices call for a
separation of incompatible functions. This principle is plainly
demonstrated in government’s decision to separate the responsibility
for conducting and managing gaming (British Columbia Lottery
Corporation’s mandate) from the responsibility for regulating
gaming (Gaming Policy and Enforcement Branch’s mandate).
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We recommend that the integrity of gaming should be
confirmed as the primary responsibility of GPEB’s General
Manager.

Investigations results—GPEB Investigations group reported that
it opened a total of 2,649 investigation files during 2004 involving
activities such as:

money laundering,

loan sharking,

theft,

counterfeit currency, and

post registration investigations.

All files are investigated and a course of action is determined.
Some files require little additional work by the Investigations
group; others add to a body of evidence collected by the 
group (“intelligence” information) that may help in a future
investigation. A limited number of files involve extensive work
that leads to significant actions (e.g., criminal charges, barring
individuals from entering casinos, sanctions being levied by 
GPEB against gaming workers or service providers).

The Investigations unit is also in the process of working 
to establish a special RCMP task force in British Columbia. 
The primary mandate of the RCMP Integrated Illegal Gaming
Enforcement Team (IIGET) is enforcement of laws pertaining to
illegal gaming activities. In accordance with the present mandate
of IIGET, it will only investigate unlawful activity in casinos in
isolated incidents when requested by police of the jurisdiction.

GPEB reporting to the Legislative Assembly on the state 
of gaming integrity is inadequate

The primary responsibility of GPEB is to ensure the overall
integrity of gaming in British Columbia. We found, however, that
the annual report of the Ministry of Public Safety and Solicitor
General provides no accountability information on the state 
of gaming integrity. Given the growth of casino gaming in the

55Auditor General of British Columbia  | 2005/2006 Report 5 Managing Gaming Integrity Risks in Casinos

Does government adequately ensure that casino gaming 
activities are conducted honestly?

Appendix D





In most businesses there are risks associated with unrecorded
sales and cash theft. To help mitigate these risks, successful
businesses keep written evidence of each item sold. Periodic
reconciliation between sales and inventory records then allows
them to detect and control unrecorded sales. Cash theft in many
businesses is also managed through the use of cash registers and
locking devices to limit unauthorized access. 

Casinos present unique risks because, unlike most businesses,
they involve high volumes of cash and it is impractical to record
each bet made. As a result, the casino industry relies on accounting
in aggregate (i.e., the revenue generated by a slot machine or
gaming table is accumulated for a period of time such as an entire
day and then that total amount is recorded in the accounting
records). The accuracy of this form of accounting relies heavily 
on access, documentation and personnel controls to prevent and
detect errors and irregularities.

Access controls in the casino industry involve physical safe-
guards such as locking devices to prevent unauthorized access 
to cash, game chips and business records. Also, sensitive areas 
of a casino are typically under continuous camera monitoring by
surveillance staff. Documentation controls involve maintaining
systems that allow gaming activities to be documented, reviewed,
authorized and verified as required. These controls involve having
casino employees document work they have performed in order 
to verify the casino’s financial activity. Personnel controls involve 
a chain of command for the approval of, and accountability for,
transactions. Personnel controls include gaming staff supervision,
secondary review and approval of transactions, and segregation 
of job duties so that gaming activity recording, custody, and
accountability for casino assets are performed independently. 
The casino industry normally incorporates combinations of access,
documentation and personnel controls to minimize revenue and
cash risks. 

To ensure that government receives its correct share of casino
revenue, we expected to find access, documentation and personnel
controls implemented to ensure that:

all casino gaming activities are recorded;

cash is safeguarded at all times; 
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gaming revenue is accurately recorded in BCLC’s accounting
records; and

government’s share of casino revenue is collected.

We concluded that government is adequately ensuring that it
receives its correct share of casino revenue. Controls have been
implemented to ensure that gaming activities are recorded, cash is
safeguarded at all times, gaming revenue is accurately recorded in
BCLC’s accounting records and government’s share of casino
revenue is collected.

BCLC adequately ensures that casino gaming activities are recorded
We found that BCLC has implemented a number of controls

to minimize the risk of unrecorded gaming activities. The controls
used are described below.

Recording table game activities
Typically, the greatest risk of unrecorded revenue in casinos 

is with table games because they involve substantial wagers and
considerable human interaction—for example, dealers handle
gaming chips and cash, patrons buy chips at the gaming tables, 
the tables need to be restocked with chips, and the accumulated
cash needs to be removed for counting and depositing. All of 
these activities present opportunities for errors to be made or for 
a dishonest employee to understate revenue to conceal cash theft. 

To mitigate the risks inherent in table games, we found that
BCLC installed the Casino Management System (CMS) in all casinos
during 2004. CMS has an improved ability to document table
activities. Previously, these activities were documented manually
by a table game supervisor and used subsequently to help account
for table game revenue. 

CMS includes a computer touch screen at each gaming table,
on which data is entered to keep track of the opening and closing
balance of chips at a table, chip requests from the vault, player
headcount and cash deposited into the cash (“drop) box. This
provides BCLC and casino management with direct documentation
about table game activities in advance of the drop box being
counted. The result is that any errors or irregularities can be
detected in a timely manner. 
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CMS also employs personnel controls so that, for example, 
a supervisor cannot enter data that should be entered by a dealer
and vice versa. Since some staff fulfill more than one job (e.g.,
dealer and cash counter), the system requires them to decide, at
the start of a shift, the job they are doing that day. They are then
prevented from changing that information for 24 hours. This
control prevents an employee from acting, for example, as a dealer
and then being able to count the cash —a situation that would
provide a dishonest employee with the opportunity to understate
revenue to conceal cash theft. Personnel controls are also used
extensively to monitor table game activities (including patron
wagers, chip purchases, and winner payouts) to ensure that 
errors and irregularities do not occur. Other examples of personnel
controls include dual verification of the opening and closing
balances of chips at a table, chip requests from the vault and
acceptance of the chips when they are delivered to the table.

As well, CMS also uses access controls. For example, a table
game supervisor has to sign into the system to open a table game
and then a dealer must sign in before play can start. Other examples
of access controls at table games include keeping playing chips 
in locked chip trays with key access restricted to authorized staff.
And table games include drop boxes that are used to store cash
received from patrons until it is removed, counted and recorded 
in the financial records. 

Recording slot machine activities
A key documentation control used to ensure that slot machine

activities are completely and accurately recorded is that all
machines are equipped with internal meters that aggregate the
cash deposited by patrons, patron winnings, and the amount that
should be in the machine’s drop box. All slot machines in the
province are electronically linked to BCLC’s headquarters in
Kamloops through a system called Casinolink. This allows BCLC
to capture meter readings electronically from all slot machines so
that it can calculate, in advance, the revenue that should be
reported by the service provider each day. 

Another important documentation control related to slot
machines is that a slot door opening register must be kept inside
each slot machine. Anyone opening any slot door must record the
event on the register. The register provides information to prove
compliance with established policies and procedures.
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Personnel controls related to slot machines include supervisory
staff who continuously observe activities. Also, only authorized
service provider personnel, BCLC Gaming Systems Coordinators,
BCLC Casino Site Operations Managers and BCLC Operational
Gaming Auditors are authorized to open a slot machine door.
Another personnel control feature is that any service provider 
or BCLC employee who needs to put his or her hands inside a
machine must be accompanied by a second registered employee.
These controls help to ensure that a dishonest employee is not given
the opportunity to alter the machines in any way that might affect
the recording of gaming activities. 

A variety of access controls protect the integrity of the meter
information. For example, the meters are in a locked part of the
machine that is accessible only by BCLC staff using a key that 
is kept under locked storage in a secure area of the casino. All 
slot machine activities and key storage are under continuous
monitoring by surveillance staff. As with table games, all slot
machines include drop boxes that are used to store cash received
from patrons until it is removed, counted and recorded in the
financial records.

BCLC adequately ensures that cash is processed securely and accurately
Throughout each day, the cash accumulated at gaming tables

and slot machines must be removed and transported to the casino
count room where it is counted, recorded and prepared for deposit.
All of these activities present opportunities for errors to be made
or for a dishonest employee to steal cash. A variety of controls
mitigate these risks.

Removing cash from gaming equipment
An important access control related to cash processing is that

every table game and slot machine has a locked drop box that is
used to store cash until it is removed. To avoid theft, drop boxes
are secured with locks and the keys are kept under strict control.
Gaming workers who remove drop boxes from gaming equipment
(the “drop team”) are required to wear coveralls without pockets
to minimize the chance of theft.

Personnel controls related to cash drops require that access 
to drop boxes be limited to only authorized service provider staff
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who are independent of gaming activities, and the accounting
department that records the cash receipts. Cash drops are carried
out by a drop team consisting of a minimum of two staff members,
one a supervisor and the other a security officer. These controls
help to maintain an appropriate segregation of job functions as
well as secondary review of drop box activities. There are also
strict rules limiting access by unauthorized individuals to areas 
of the casino while cash drops are underway. All cash drops are
monitored by the surveillance staff.

Documentation controls related to cash processing include
the requirement for cash drops to be performed on a scheduled
basis as approved by BCLC. Also, there must be a plan detailing
the order in which the machines will be emptied, and a copy of 
the plan must be provided to surveillance and BCLC so that they
can prepare to monitor the activities.

Cash counting and depositing
Once the drop boxes are removed from the gaming equipment,

they are taken to a count room for counting and deposit preparation.
A number of controls are in effect to help minimize the risk of cash
theft at this stage of processing. 

Access controls in the count room include restricted access to
authorized personnel only, door locks and continuous monitoring
by surveillance. Gaming workers counting cash are also required
to wear coveralls without pockets to minimize the chance of theft. 

Documentation controls require that all movements of cash
into the count room be fully verified and documented. Also, 
the cash cage or drop team supervisor and a second registered
employee must verify and sign the bank deposit. This helps to
establish a record of cash movement as it moves through the
various processes.

Personnel controls require that, during the count, there must
be a minimum of two people present, one of whom may be the
drop team supervisor. Once the cash has been counted, a deposit is
prepared. The cash cage or drop team supervisor is also responsible
for the bank deposit and a second registered employee must be
present at all times when the bank deposit is being prepared. When
the bank deposit is picked up a security officer must witness the
procedure. This establishes a series of secondary reviews of
activities to ensure that all cash is properly accounted for.
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BCLC adequately ensures that gaming revenue is accurately recorded 
in its accounting records

After the cash from slot machines and gaming tables is counted,
the service provider enters the results into BCLC’s financial control
system. An electronic comparison is then made with the data
collected by BCLC’s Casinolink and CMS systems. System access
controls prevent the service provider from adjusting its figures
after they have been entered. 

We believe that this represents a significant documentation
control feature because two independent sources of information
about revenue (i.e., Casinolink and CMS system readings and the
service providers physical cash counts) must be in agreement. 
Any discrepancies must be investigated and explained, though
variances are typically small. Larger variances that do occur are
usually the result of incorrect data entry and are quickly resolved
(e.g., when a dealer inadvertently enters $200 as $2000). 

Personnel controls are also used to help detect errors or
irregularities in the recording of revenue in BCLC’s records. Both
BCLC’s on-site staff and its Casino Finance staff in Kamloops
provide an independent review of service provider reconciliations.
Once satisfied as to the integrity of the revenue data, the Casino
Finance group records it as the permanent data upon which it
determines government’s share of casino gaming revenue.

As an additional check of the completeness of casino revenue,
Casino Finance also tracks table game, slot machine and total
revenue in a number of different ways, including:

this week versus last week;

this week versus budget;

this week versus the five-week average;

this year to date versus budget year to date; and

this year to date versus last year to date.
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Introduction
This response to The Office of the Auditor General of British

Columbia was prepared by the Gaming Policy and Enforcement Branch
(GPEB), on behalf of the Ministry of Public Safety and Solicitor General,
Province of British Columbia, and the British Columbia Lottery
Corporation (BCLC). 

The contents of this response were confirmed with David Morhart,
Deputy Solicitor General.

General Response
GPEB and BCLC are pleased to provide a formal response to the

Office of the Auditor General’s review entitled “Keeping the Decks Clean:
Managing Gaming Integrity Risks in Casinos.”

It is the strong consensus of both GPEB and BCLC that the report
was positive, factually accurate and supportive of the directions the
Province of British Columbia has taken in casino gaming over the past
few years. 

The Branch is committed to ensuring the overall integrity of
gaming in British Columbia. As acknowledged in this report, on behalf 
of the Province, GPEB has taken many steps to mitigate the risk to this
integrity through our thorough registration processes, investigative
services and auditing procedures.

Similarly, BCLC is committed to ensuring the effective conduct and
management of casino gaming in BC. The Corporation has made many
significant improvements to the operating circumstances of BC’s casinos
since assuming responsibility for conduct and management of casinos
and responds as necessary to the regulatory directions of GPEB. 

The Key Findings section clearly shows the efforts have been worth-
while. The Auditor General notes that government is adequately ensuring: 

Those who work in, or provide services to, the casino gaming industry
meet high standards of honesty;

That gaming equipment operates fairly in casinos;

That gaming activities are conducted honestly; and 

That it receives its correct share of casino revenue.
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These findings by the Office of the Auditor General are a
substantial endorsement of the framework that the Province has
implemented to ensure the patrons of casino gaming, the assets 
of government, and the associated revenue are well protected.

Responses to Specific Recommendations
The Office of the Auditor General provided a number of specific,

and generally technical, recommendations which GPEB and BCLC will
use as a guide to improve certain aspects of the regulation, conduct and
management of BC’s gaming industry. The responses and comments of
GPEB and BCLC to the recommendations follow.

Recommendations Regarding Registration of Industry Participants
(Recommendations 1 and 2, which both pertain to GPEB)

Recommendation 1: Key employees of GPEB and BCLC have
their backgrounds rechecked every three to five years as is
currently the case for gaming workers and service providers. 

Ministry’s action: GPEB will adjust its current clearance procedures
and implement a five-year renewal process with conditions for senior staff
in GPEB and BCLC. 

Recommendation 2: All BCLC employees who help to ensure
gaming integrity in casinos be registered by GPEB.

Ministry’s action: GPEB agrees that all BCLC employees that help
to ensure integrity in all forms of gaming in which BCLC is involved
(including, but not limited to, casinos) should be registered by GPEB.
GPEB will work with BCLC to identify which positions affect integrity
and will implement a full registration process for all such BCLC employees.

Recommendations Regarding Certification of Gaming Equipment
(Recommendations 3 through 5, which all pertain to GPEB)

Recommendation 3: GPEB ensure that technical standards
specific to British Columbia be developed and adopted to
govern the function of gaming equipment in provincial casinos.

Ministry’s action: This issue is currently being addressed as GPEB drafts
a Technical Standards Document (TSD) for gaming equipment, gaming
control systems, and lottery schemes offered via the Internet, which will
be specific to British Columbia. These standards will be in place later 
this year.
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Recommendation 4: GPEB obtain additional evidence to
support its reliance on independent test facilities to evaluate
BCLC gaming equipment.

Ministry’s action: GPEB strongly believes the current level 
of standards and cross jurisdictional testing required of a facility is
substantial. However, GPEB will investigate if any higher level of
certification is achievable for testing facilities and if so will pursue 
that level of certification.

Recommendation 5: GPEB periodically review the work of
BCLC Casino Quality Assurance group to support the branch’s
reliance on gaming equipment tests carried out by the group.

Ministry’s action: GPEB agrees and will implement a review
process in the near future. This process will include utilizing some
independent testing laboratories that are able to provide the technical
expertise necessary to assess BCLC’s testing processes. 

Recommendations Regarding the Conduct of Gaming Activities
(Recommendations 6 through 9, which all pertain to BCLC, and recommendations 10 through 13, 
which all pertain to GPEB)

Recommendation 6: BCLC update the public information it
provides on its website pertaining to the odds of winning at
slot machines.

BCLC Action: BCLC is currently preparing an updated gaming
guide that will contain odds of winning at slot machines in British
Columbia by denomination. The information will be easier to understand
by the player and can be more efficiently kept up to date than the current
guide. The guide will contain information regarding the functionality of
slot machines, responsible gaming information including the Provincial
Problem Gambling help line and other information pertaining to slot
machine play. This guide will be designed in such a manner that the odds
can be easily updated and maintained and kept current on a frequent basis.
The guide will be available at all Casinos and Community Gaming Centers
in British Columbia that offer slot machine play. This information will
also be available on the BCLC website. The pamphlet and website will be
completed by August 31, 2005.
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Recommendation 7: BCLC report regularly to its Board of
Directors on the results of the Operational Gaming Audit
Program and each casino’s state of compliance with prescribed
policies and procedures.

BCLC Action: BCLC will report quarterly to BCLC’S Board of
Directors. The status of individual casino compliance in relation to
BCLC’s Casino Standards Policies and Procedures will be provided 
to the Board. 

Recommendation 8: BCLC implement the Surveillance
Certification Program at the earliest possible date.

BCLC Action: BCLC has provided surveillance table game and slot
training manuals to Service Providers outlining various table game
procedures and slot machine functionality. The development of a complete
training program curriculum is currently underway with the Justice
Institute of British Columbia. The training will include a comprehensive
curriculum which standardizes training covering all aspects of casino
gaming operations. The training will cover all aspects of casino gaming
including game protection which consists of slot machine and table game
play, procedure auditing, staff and patron monitoring, security and usage
of equipment, back of house procedures and observations, reporting
procedures to BCLC and GPEB, evidence identification and handling, 
self exclusion and facial recognition, access controls, financial reporting
to Financial Transactions and Reports Analysis Center of Canada
(Fintrac), emergency procedures and financial verification procedures. 
At the completion of the curriculum development, a suitable delivery
methodology will be undertaken. BCLC recognizes the surveillance
department in casinos as being the major control center of a casino
gaming operation and an extensive standardized surveillance training 
is required in order to effectively protect casino patrons, staff and assets.
BCLC is committed to have a comprehensive surveillance operator
training and certification program in place in British Columbia. The
course development will be completed by March 31, 2006

Recommendation 9: BCLC insure that all casinos have
approved Surveillance System Component Plans in place.

BCLC Action: BCLC is presently finalizing the approval of the
remaining four Surveillance System Component Plans of the 20 casino
style gaming facilities in British Columbia. Sixteen of the Surveillance
System Component Plans have already been finalized and approved, and
it is expected the remainder will be finalized by September 30th, 2005. 
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Recommendation 10: GPEB’s Audit and Compliance group
produce more timely audit reports.

Ministry’s action: GPEB agrees with the recommendation. During
the Auditor General’s field work, GPEB staff raised this issue as one
which needed attention and has already implemented some changes 
to address it. For instance, draft audit reports are now issued within 
30 days of completion. In addition, GPEB aims to reduce the amount 
of time necessary for responses to draft reports by implementing changes
such as; on-site post-audit de-briefing sessions with BCLC and casino
management staff to ensure all parties understand the audit findings 
and issues needing to be addressed.

The GPEB audit procedures, which establish reliance on BCLC’s
conduct and management of casino gaming, include some replication 
of auditing procedures performed by BCLC. This agreed replication is
necessary to provide independent validation that the control procedures
said to be in place are functioning as intended.

Recommendation 11: GPEB’s Audit and Compliance group
obtain direct evidence to support its reliance on BCLC’s
automated casino reporting systems.

Ministry’s action: GPEB agrees with this recommendation. The
Audit and Compliance field work plan for 2005/06 includes a full review
of the systems BCLC has in place in casinos to capture and manage
processes and information. These systems include the Casinolink (slot
machine management) system, the Integrated Voucher System (slot
machine ticketing), the Casino Management System (table management)
and the Casino Reporting System.

Recommendation 12: The integrity of gaming should be
confirmed as the primary responsibility of GPEB’s General
Manager.

Ministry’s action: No action is necessary, although GPEB would
like to comment on this recommendation. 

The primary purpose of the General Manager and GPEB, established
in the Gaming Control Act, is to ensure the integrity of gaming and
horse racing. This purpose is paramount to all other functions. The Act
requires the General Manager to fulfill this role, at the expense of all
other purposes. This role is, and remains, the position’s primary purpose.
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The Office has three lines of business:

Attesting to the reliability of government financial
statements;

Assessing the quality of government service plan reports;

Examining how government manages its key risks.

Each of these lines of business have certain objectives that 
are expected to be achieved, and each employs a particular
methodology to reach those objectives. The following is a brief
outline of the objectives and methodology applied by the Office 
for assessing the management of risk within government programs
and services, that is, risk auditing.

Risk Auditing
What are Risk Audits?

Risk audits (also known as performance or value-for-
money audits) examine whether money is being spent wisely 
by government—whether value is received for the money spent.
Specifically, they look at the organizational and program elements
of government performance, whether government is achieving
something that needs doing at a reasonable cost, and consider
whether government managers are:

making the best use of public funds; and

adequately accounting for the prudent and effective
management of the resources entrusted to them.

The aim of these audits is to provide the Legislature with
independent assessments about whether government programs 
are implemented and administered economically, efficiently and
effectively, and whether Members of the Legislative Assembly and
the public are being provided with fair, reliable accountability
information with respect to organizational and program
performance.

In completing these audits, we collect and analyze
information about how resources are managed; that is, how they
are acquired and how they are used. We also assess whether
legislators and the public have been given an adequate explanation
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of what has been accomplished with the resources provided to
government managers. 

Focus of Our Work
A risk audit has been described as:

...the independent, objective assessment of the fairness of
management’s representations on organizational and program
performance, or the assessment of management performance,
against criteria, reported to a governing body or others with 
similar responsibilities.

This definition recognizes that there are two forms of
reporting used in risk auditing. The first—referred to as attestation
reporting—is the provision of audit opinions as to the fairness 
of management’s publicly reported accountability information 
on matters of economy, efficiency and effectiveness. This approach
has been used to a very limited degree in British Columbia because
the organizations we audit do not yet provide comprehensive
accountability reports on their organizational and program
performance.

We believe that government reporting along with independent
audit is the best way of meeting accountability responsibilities.
Consequently, we have been encouraging the use of this model 
in the British Columbia public sector, and will apply it where
comprehensive accountability information on performance is 
made available by management.

As the risk audits conducted in British Columbia use the
second form of reporting—direct reporting—the description that
follows explains that model.

Our “direct reporting” risk audits are not designed to
question whether government policies are appropriate and
effective (that is achieve their intended outcomes). Rather, as
directed by the Auditor General Act, these audits assess whether
the programs implemented to achieve government policies are
being administered economically and efficiently. They also
evaluate whether Members of the Legislative Assembly and 
the public are being provided with appropriate accountability
information about government programs.
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When undertaking risk audits, we look for information 
about results to determine whether government organizations and
programs actually provide value for money. If they do not, or if we
are unable to assess results directly, we then examine management’s
processes to determine what problems exist or whether the processes
are capable of ensuring that value is received for money spent. 

Selecting Audits
All of government, including Crown corporations and 

other government organizations, are included in the universe 
we consider when selecting audits. We also may undertake
reviews of provincial participation in organizations outside of
government if they carry on significant government programs 
and receive substantial provincial funding.

When selecting the audit subjects we will examine, we base
our decision on the significance and interest of an area or topic 
to our primary clients, the Members of the Legislative Assembly
and the public. We consider both the significance and risk in our
evaluation. We aim to provide fair, independent assessments of the
quality of government administration and to identify opportunities
to improve the performance of government. Therefore, we do not
focus exclusively on areas of high risk or known problems.

We select for audit either programs or functions administered
by a specific ministry or government organization, or cross-
government programs or functions that apply to many government
entities. A large number of such programs and functions exist
throughout government. We examine the larger and more significant
of these on a cyclical basis.

Our view is that, in the absence of comprehensive
accountability information being made available by government, risk
audits using the direct reporting approach should be undertaken on
a five- to six- year cycle so that Members of the Legislative Assembly
and the public receive assessments of all significant government
operations over a reasonable time period. We strive to achieve this
schedule, but it is affected by the availability of time and resources.
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Appendix A: Office of the Auditor General:
risk auditing objectives and methodology

Planning and Conducting Audits
A risk audit comprises four phases—preliminary study,

planning, conducting and reporting. The core values of the
Office—independence, due care and public trust—are inherent 
in all aspects of the audit work. 

Preliminary Study
Before an audit starts, we undertake a preliminary study to

identify issues and gather sufficient information to decide whether
an audit is warranted. 

At this time, we also determine the audit team. The audit
team must be made up of individuals who have the knowledge
and competence necessary to carry out the particular audit. In
most cases, we use our own professionals, who have training and
experience in a variety of fields. As well, we often supplement the
knowledge and competence of our staff by engaging one or more
consultants to be part of the audit team.

In examining a particular aspect of an organization to audit,
auditors can look either at results, to assess whether value for
money is actually achieved, or at management’s processes, to
determine whether those processes should ensure that value is
received for money spent. Neither approach alone can answer all
the questions of legislators and the public, particularly if problems
are found during the audit. We therefore try to combine both
approaches wherever we can. However, because acceptable
results-oriented information and criteria are often not available,
our risk audits frequently concentrate on management’s processes
for achieving value for money.

If a preliminary study does not lead to an audit, the results 
of the study may still be reported to the Legislature.

Planning
In the planning phase, the key tasks are to develop audit

criteria—“standards of performance”—and an audit plan
outlining how the audit team will obtain the information necessary
to assess the organization’s performance against the criteria. In
establishing the criteria, we do not expect theoretical perfection
from public sector managers; rather, we reflect what we believe to
be the reasonable expectations of legislators and the public. 
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EXECUTIVE SUMMARY 
 
 

In early January 2011, a series of news reports ran on cash transactions occurring at 

gaming facilities in British Columbia.   Media stories focused on a number of large cash 

transactions involving small denomination Canadian currency, typically $20 bills, that 

occurred over the summer of 2010.  In the course of these reports, media raised questions 

about how well gaming in the province was protected from money laundering.     

 

Gaming in British Columbia is operated and managed by the British Columbia Lottery 

Corporation (BCLC).  BCLC is a Crown corporation responsible for implementing and 

managing anti-money laundering measures at gaming facilities throughout the province. 

Gaming is regulated by government through the Gaming Policy and Enforcement Branch 

(GPEB).  The branch’s mandate includes oversight of BCLC’s activities, including its 

anti-money laundering regime. 

 

In January 2011, the Minister of Public Safety and Solicitor General ordered a review of 

anti-money laundering strategies employed at B.C.’s gaming facilities. The review, 

conducted at a high level, was intended to determine what anti-money laundering 

policies, practices and strategies were in place.  Additionally, the review was to identify 

any opportunities to strengthen the existing anti-money laundering regime. 

 

The review found that BCLC and its operators, with oversight and guidance from GPEB, 

employ standard and appropriate anti-money laundering strategies.  Notwithstanding 

these measures, opportunities to further strengthen anti-money laundering efforts were 

identified.    

 

The review found four specific steps BCLC could take to improve its anti-money 

laundering regime. 
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1. BCLC, in consultation with GPEB, should revise its buy-in/cash-out policy to 

allow for cash-outs to be paid by cheque, where cash-out cheques clearly and 

unequivocally indicate that the funds are not from gaming winnings.   

2. BCLC should enhance training and corporate policy to help ensure gaming staff 

do not draw conclusions about the ultimate origin of funds based solely on the 

identification of a patron and his or her pattern of play.   Training and business 

practices should result in gaming staff having a clear understanding that the duty 

to diligently scrutinize all buy-ins for suspicious transactions applies whether or 

not a patron is considered to be known to BCLC or the facility operator. 

3. BCLC holds the view that gaming losses on the part of a patron provide evidence 

that the patron is not involved in money laundering or other related criminal 

activity.  This interpretation of money laundering is not consistent with that of 

law enforcement or regulatory authorities.  BCLC should better align its 

corporate view and staff training on what constitutes money laundering with that 

of enforcement agencies and the provisions of the relevant statutes. 

4. Gaming is almost entirely a cash business in B.C.   This presents opportunities 

for organized crime.  Transition from cash transactions to electronic funds 

transfer would strengthen the anti-money laundering regime. BCLC, in 

consultation with GPEB, should take the steps necessary to develop electronic 

funds transfer systems that maximize service delivery, create marketing 

opportunities, and are compliant with anti-money laundering requirements.   

 

The review identified opportunities available to GPEB to strengthen its oversight role.  

The following actions would move the branch further into the realm of oversight best 

practices.  

 

1. Adopting the perspective that registration, audit and enforcement/investigations 

lie on a compliance continuum and making sure the branch structure, including 

reporting relationships, supports this integrated approach.  
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2. Developing an annual unified registration, audit and investigations plan that sets 

out and co-ordinates compliance objectives and priorities for each year.  

3. Formally involving the police agencies of jurisdiction, including those with 

specific anti-money laundering and organized crime mandates, in annual 

enforcement objective and priority planning.  

4. Establishing more formal contacts and relationships with governance and 

enforcement agencies and associations in jurisdictions with large, long-standing 

gaming industries.  

 

The review was conducted at a high level.  More detailed information on the 

effectiveness of the anti-money laundering regime in place may be useful in terms of 

improving gaming integrity going forward. To more fully and accurately assess and 

address the potential future risk of money laundering and associated criminal activities to 

gaming, the Province should consider the following initiatives.  

 

1. Engaging an independent firm with expertise in establishing electronic funds 

transfer processes and procedures to assist with the creation of an electronic funds 

transfer system that delivers a high degree of service to patrons, is marketable, 

and is fully compliant with anti-money laundering standards found in the 

financial sector.  This firm should also be utilized to assist with ensuring the 

structure and conduct of future anti-money laundering reviews not only measure 

conformity with anti-money laundering legislation and regulations, but also help 

BCLC and GPEB to go beyond regulatory compliance to meet financial sector 

best practices. 

2. Creating a cross agency task force to investigate and gather intelligence on 

suspicious activities and transactions at B.C. gaming facilities.  The task force 

would report out on the types and magnitude of any criminal activity it found 

occurring in relation to gaming facilities in B.C. This information would help 

guide any additional actions that may be required. 
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1.  BACKGROUND 
 

Gaming in B.C. is regulated under the provincial Gaming Control Act, introduced in 

2002, and by the Criminal Code of Canada.  GPEB is an office of government 

established under the Gaming Control Act.   GPEB’s mandate is to regulate and provide 

oversight of gaming in British Columbia.  Its responsibilities include ensuring the 

integrity of gaming operators, staff and equipment, generally through the development of 

gaming policy, as well as monitoring BCLC and investigating regulatory and criminal 

offences connected to gaming facilities.   Additionally, GPEB is accountable for 

managing grants derived from gaming funds and responsible gaming programs.   

 

GPEB monitors anti-money laundering strategies and other efforts to protect gaming 

from organized crime, primarily through its audit and investigative functions.  

Registration operations at GPEB also provide preventative and protective measures.  

 

BCLC is incorporated as a Crown corporation under the Gaming Control Act.  On behalf 

of the Government of B.C., it conducts, manages and operates lotteries, casino gaming, 

community gaming and, more recently, electronic gaming offered over the Internet.   The 

directors and chair of BCLC are appointed by the Lieutenant Governor in Council.   The 

corporation’s mission is to deliver a player-focused, high-quality, profitable gaming 

experience in a socially responsible manner.   BCLC publicly commits to building and 

maintaining public trust through the values of integrity, social responsibility and respect.   

 

Gaming services at casinos are delivered on behalf of BCLC by gaming operators under 

contract.  BCLC bears the responsibility for implementing and managing anti-money 

laundering strategies at gaming facilities.  This includes responsibility for reporting 

requirements under the Gaming Control Act, and the federal Proceeds of Crime (Money 

Laundering) and Terrorist Financing Act.  
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2.  EMERGING CONCERNS 
 

In early January 2011, a series of news stories emerged about cash transactions at B.C. 

gaming facilities.   The stories focused on a number of large cash transactions involving 

small denomination Canadian currency, typically $20 bills that occurred over the summer 

of 2010. While the stories acknowledged that BCLC was meeting all reporting 

requirements, questions arose in the media around the adequacy of anti-money 

laundering efforts and other measures intended to protect B.C. gaming facilities from 

criminal activity.   Ultimately, the Minister responsible for gaming ordered a review of 

the anti-money laundering strategies employed at B.C.’s gaming facilities.  

 

 

3. PURPOSE AND SCOPE OF REVIEW 
 

The purpose of the review is to advise the Minister on specific issues related to gaming 

integrity in the province.  

 

The Minister directed that a review be undertaken of the measures employed by BCLC 

and GPEB aimed at protecting gaming facilities from organized criminal activity.  The 

review was conducted at a high level and was intended to determine what policies, 

practices and strategies were in place.  Opportunities for improvement were to be 

identified.  The scope of the review was not intended to provide an in-depth analysis of 

the extent to which existing policies and procedures were adhered to by BCLC or GPEB, 

or the robustness of GPEB’s monitoring of BCLC’s efforts aimed at preventing criminal 

activity at gaming facilities.  
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4.  METHOD  
 

Interviews were conducted with selected executive members and staff at BCLC.  

Documentation provided by BCLC germane to the review was examined.  Interviews 

were conducted with senior government officials from GPEB, including those with 

overall responsibility for audit, investigations and policy.  Documentation provided by 

GPEB was also reviewed.   

 

A comprehensive site tour was conducted at a large gaming facility.  The visit included 

an opportunity to discuss anti-money laundering efforts, compliance, and business 

impacts with two different gaming facility operators.    

 

Senior members of the RCMP responsible for investigations involving money 

laundering, terrorist financing and other financial crimes were interviewed.  A senior 

municipal police official with expertise in money laundering and organized crime 

investigations was consulted.  Input was sought from an official from FINTRAC.  An 

interview was conducted with an independent consultant with expertise in anti-money 

laundering compliance and forensic auditing in both the Canadian and international 

financial services sectors. 

 

Literature on anti-money laundering strategies was reviewed as were the proceedings 

from a recent Canadian symposium on money laundering and the relatively recent reports 

prepared by the ombudsman and Deloitte & Touche LLP on the B.C. lottery system.  

 

Recent media reports on large cash transactions at B.C. gaming facilities were collected 

and reviewed.   
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5. SUMMARY OF FINDINGS 
 

BCLC 

 

This review was met with an approach on the part of BCLC that was open, helpful and 

straightforward.  Those interviewed at BCLC were clearly focused on ensuring that 

gaming services were delivered in a manner that protected the integrity of gaming in the 

province.  It was evident that BCLC understands its mandate in regard to the delivery and 

management of gaming.  Moreover, BCLC is fully aware of its responsibility to make 

sure gaming is delivered in a manner that is compliant with anti-money laundering 

requirements and that appropriately balances gaming revenue objectives with strategies 

to minimize the risk of criminal activity at gaming facilities. 

 

BCLC and its operators employ standard and appropriate anti-money laundering 

strategies.  These measures include, among other things: 

 

- mandatory training for all staff delivering gaming services; 

- policies and procedures dealing with identifying and knowing a client; 

- tracking all play that falls within reporting requirements;  

- segregating and verifying gaming wins from the cash-out of funds brought 

into a gaming facility to buy-in;  

- policies prohibiting customers from exchanging small denomination bills for 

large denomination bills; 

- restricting the movement of gaming chips between players and gaming 

facilities; 

- issuing cheques only in relation to verified gaming wins; and, 

- reporting large or suspicious cash transactions. 

 

Appendix E



9 | P a g e  

 

 
 

While BCLC has standard anti-money laundering measures in place, opportunities exist 

to further strengthen current efforts.    

 

Player Buy-ins 

 

When a player buys in with a large number of small denomination bills (usually $20 

bills), BCLC advises that its practice is to pay cash-outs in the same denominations.  For 

example, a player buying in with $10,000 in $20 bills, after playing and losing $2,000, 

would receive $8,000 in $20 bills when cashing out.  This practice is intended to prevent 

placing proceeds of crime into the legitimate economy, and it effectively achieves that 

purpose.     

 

A change in policy that would enable BCLC to cash out a patron with a cheque that 

clearly and unequivocally identifies funds as not being winnings would have two 

advantages over the current practice.  First, when a cash-out cheque from BCLC is 

negotiated, it would give any subsequent investigator an audit trail to follow that is not 

currently available under the existing practice.  Second, cheque issuance would reduce 

the security risks and vulnerabilities associated with clients leaving a casino with large 

sums of cash. Clearly marking cheques “not gaming winnings” would thwart any future 

attempts to claim the funds were derived from legal gaming activity.    

 

While this policy change could potentially allow a money launderer to place funds in the 

legitimate economy, the subsequent audit trail and reduced risks associated with carrying 

large amounts of cash, would provide benefits that outweigh the potential negative 

aspects of allowing the placement.    
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Reporting Obligations 

 

BCLC’s obligation is primarily a duty to report.  These reporting obligations do not 

extend to a duty to investigate and confirm the exact provenance of cash used to buy-in.  

Detailed inquiries and investigation into legitimate or illegitimate sources of cash 

appropriately fall to various law enforcement and regulatory authorities.   

 

BCLC takes the position that a patron is “known” when picture identification is 

produced, the patron states an occupation in general terms, and the patron establishes a 

pattern of play at a B.C. gaming facility.  Where these criteria are met, BCLC concludes 

that cash used by the patron to buy-in at a gaming facility is legitimate and not criminally 

tainted.  Vigilance is warranted when assessing any large cash transaction, and is 

particularly important in regard to transactions involving large volumes of small 

denomination bills.   

 

Drawing the conclusion that a large cash transaction involves funds from legitimate 

sources based only upon patron identification and playing history is not consistent with 

best anti-money laundering practices.  Conclusions and statements as to the ultimate 

legitimacy of cash should only be made where there is detailed, independent information 

verifying the source of the funds and should only be made by the enforcement agencies 

with a mandate to conduct these types of inquiries.  BCLC’s anti-money laundering 

efforts could be improved by ensuring gaming staff do not draw conclusions about the 

ultimate origin of funds based solely on the identification of a patron and his or her 

pattern of play.  Training and business practices should result in gaming staff having a 

clear understanding that the duty to diligently scrutinize all buy-ins for suspicious 

transactions applies whether or not a patron is “known” to BCLC or the facility operator.           
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Gaming Losses 

 

BCLC views gaming losses on the part of a patron as evidence that the patron is not 

involved in money laundering or other related criminal activity.  BCLC’s rationale is that 

where a patron puts significant funds at risk through gaming and loses, the loss 

demonstrates laundering was not occurring because the patron did not achieve a financial 

gain or retain a significant portion of his or her initial buy-in.  This view of money 

laundering is much narrower than the definition found in the Criminal Code and is not in 

accord with the opinion of police or regulators as to what constitutes money laundering.  

Moreover, this view does not recognize the inherent value, irrespective of outcome, of 

gaming services to a gambler.  BCLC’s anti-money laundering practices would be 

strengthened by better aligning its corporate view and staff training on what constitutes 

money laundering with that of enforcement agencies and the provisions of the relevant 

statutes.  

 

Electronic Funds Transfer     

 

Today, gaming is almost entirely a cash business in B.C.  This presents opportunities for 

organized crime.  Transition from cash transactions to electronic funds transfer would 

present the opportunity to improve both anti-money laundering efforts and patron safety.  

However, implementation of electronic funds transfer presents challenges for both BCLC 

and GPEB.   

 

In consultation with GPEB, BCLC introduced a Patron Gaming Fund Account program 

in 2010, allowing players to transfer funds from a Canadian banking institution to a 

gaming account for play at a gaming facility.  Very few players have chosen to establish 

accounts. Of the accounts set up, many are dormant or have never been used.  BCLC 

believes that the combination of a cumbersome application process, overly strict account 
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controls, and a perceived desire for a high degree of privacy among higher-stakes 

gamblers has created barriers to moving to electronic funds transfer.  

 

While electronic funds transfer presents opportunities to strengthen anti-money 

laundering efforts, it can also create money laundering vulnerabilities if appropriate 

account controls are not put in place.  With the appropriate controls, electronic funds 

transfer provides a better level of protection than cash transactions. While account 

controls are necessary to protect the integrity of gaming, it is not possible to completely 

eliminate any chance of money laundering and associated criminal activity.  The 

establishment of electronic funds transfer processes should be approached through a risk-

based framework under which risk is effectively managed, but beyond that, as much 

flexibility as possible is retained to ensure the service is useful and marketable to patrons.      

 

A reassessment of the Patron Gaming Fund Account program from a risk-based context 

by BCLC and GPEB may be warranted.  This work would benefit from independent 

advice from an expert from the financial services sector, where there is extensive 

experience and expertise in developing electronic funds transfer processes that maximize 

service delivery and marketing objectives while ensuring full anti-money laundering 

compliance.   

 

 

GPEB 

 

Senior management at GPEB demonstrated a professional and informed approach to 

gaming integrity.  They have a strong understanding of their roles and responsibilities as 

regulator, but at the same time remain attuned to the legitimate goals and interests of the 

industry and stakeholders.  GPEB’s approach to this review was open and fully co-

operative.  They brought forward a number of suggestions and showed a keen 

commitment to improving gaming integrity on a continuing basis.  
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A number of organizational and policy changes at GPEB have been implemented since 

2007 in response to a report of the B.C. ombudsman and an audit conducted by Deloitte 

& Touche on the retail lottery systems.  While these reports focused on lotteries, as 

opposed to casino operations, there were changes that benefited all of GPEB’s operations 

and improved gaming integrity generally.  Nonetheless, areas remain where further gains 

can be made.  

 

There is a strong sense of investigative independence on the part of the Investigations 

Division within GPEB.  This helps to maintain the required degree of separation between 

policy and enforcement functions in the branch.  Having said this, the Investigations 

Division’s perspective on independence may be overly broad.  The Investigations 

Division exhibits some reluctance in participating in branch corporate functions, such as 

strategic planning and setting annual business objectives, due to concerns that 

participation in these activities may unduly influence its enforcement role.  GPEB’s 

oversight role, including investigations, and its ability to prevent, detect and respond to 

money laundering concerns may be further optimized by: 

 

1. Adopting the perspective that registration, audit and 

enforcement/investigations lie on a compliance continuum and making sure 

the branch structure, including reporting relationships, supports this integrated 

approach.  

2. Strengthening gaming oversight by developing an annual unified registration, 

audit and investigations plan that sets out and co-ordinates compliance 

objectives and priorities for the year.  

3. Formally involving the police agencies of jurisdiction, including those with 

specific anti-money laundering and organized crime mandates, in annual 

enforcement objective and priority planning.  
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GPEB is a member of the Canadian Partnership for Responsible Gaming, the Canadian 

Association of Gaming Regulators, and the North American Horse Racing Association.    

GPEB’s anti-money laundering efforts would benefit from and be strengthened through 

more extensive and formal contact with gaming regulatory, enforcement and governance 

bodies from other jurisdictions, especially those from outside of Canada with long-

standing gaming industries.  Establishing formal contacts, relationships and partnerships 

with governance and enforcement agencies in jurisdictions with large gaming industries 

would be of particular benefit in keeping informed of developing trends and best 

practices.     

       

POLICE 

 

As is the case with most areas of enforcement, multiple layers of jurisdiction and 

responsibility exist when it comes to the investigation and prosecution of offences at 

gaming facilities.  Investigation of money laundering offences is primarily a federal 

responsibility falling to the RCMP Proceeds of Crime sections, whereas gaming 

operations and oversight are provincial matters.  Additionally, criminal activity not 

directly related to money laundering is the responsibility of both GPEB and the police 

agency of jurisdiction where a gaming facility is located.  GPEB’s authority and mandate 

to investigate criminal offences is more limited than that of police agencies.  For 

instance, GPEB does not have the authorities required to conduct investigations that 

necessitate the carrying of firearms, require surveillance to be conducted, or call for the 

interception of private communications.  Investigations involving these requirements and 

techniques must be led by police agencies.  

 

Currently there are no formal links between the GPEB Investigations Division, the 

RCMP Proceeds of Crime Section or police agencies of jurisdiction.  However, the 

Investigations Division does enjoy strong informal links with police.  Despite this, it will 

remain difficult to assure an appropriate level of response to, and investigation of, 
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criminal offences related to gaming, including money laundering, without a formal 

agreement or arrangement of some form between the province (GPEB) and the police 

agencies with jurisdiction.  Without these changes, money laundering and other serious 

criminal activity suspected at gaming facilities will rarely rise sufficiently in priority to 

warrant police investigation. 

 

 

6.  CONCLUSIONS AND FUTURE DIRECTIONS  

 

Circumstances set out by BCLC in a series of Section 86 (of the Gaming Control Act) 

Reports, Large Cash Transaction Reports, and Suspicious Transaction Reports completed 

between May and September 2010, and reported upon in the media, have given rise to 

questions about cash transactions occurring at B.C. gaming facilities. This review 

involved a high-level look at those transactions and the anti-money laundering policies, 

practices, and strategies in place at B.C. gaming facilities.  The review found that BCLC, 

in terms of policies and procedures, has a robust anti-money laundering regime in place.  

Further, it was determined that GPEB has the required level of anti-money laundering 

expertise and is capable of discharging its responsibility to provide oversight as it relates 

to anti-money laundering and associated criminal activities at gaming facilities.  Despite 

the strength and adequacy of the current measures, opportunities to close gaps, further 

minimize vulnerabilities and strengthen anti-money laundering strategies exist, and have 

been identified above.   

 

In looking to the future, additional measures, particularly in regard to electronic funds 

transfer, provide the potential to move BCLC and GPEB further into the realm of best 

practices.  The following steps will contribute to strengthening and maintaining gaming 

integrity in the province on a continuing basis: 
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1. Engaging an independent firm with expertise in establishing electronic funds

transfer processes and procedures to assist with the creation of an electronic

funds transfer system that will provide a high level of service quality,

marketability, and ease of access, while meeting anti-money laundering

standards found in the financial sector.  This firm should also be utilized to

assist with ensuring the structure and conduct of future anti-money laundering

reviews not only measure conformity with anti-money laundering legislation

and regulations, but also help BCLC and GPEB to go beyond regulatory

compliance to meet and maintain financial sector best practices.

2. Creating a cross-agency task force to investigate and gather intelligence on

suspicious activities and transactions at B.C. gaming facilities.  The task force

would report out on the types and magnitude of any criminal activity it found

occurring in relation to gaming facilities in B.C.  This information would help

to guide any additional future action.
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Deloitte & Touche LLP, Independent Review: Anti-Money Laundering and Anti-Terrorist 
Financing Program: British Columbia Lottery Corporation, March 4, 2011. 
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Executive Summary 

British Columbia Lottery Corporation (BCLC) is a Crown 
corporation reporting to the Minister of Finance.  It provides gaming 
entertainment for its patrons and generates net win of 
approximately $2.1 billion annually with over 75% of the adult 
population participating in some form of gaming, including the 
purchase of a lottery ticket, in the past year.  One of BCLC’s key 
measures of success is net win, which is total gaming revenue after 
prizes are paid.  Since fiscal 2008/09 net win has been relatively 
stable with little growth. 

BCLC’s head office is in Kamloops, with a corporate office in 
Vancouver, and employs approximately 900 people.  In addition to 
the three gaming divisions (lottery, gaming facilities and eGaming), 
BCLC also has corporate activities that include marketing and 
distribution, finance, human resources and information 
technology (IT).  These activities are integral in supporting gaming 
operations, as well as meeting BCLC’s responsibilities as an 
employer and Crown corporation.  

As part of government’s commitment to review Crown corporations, 
Internal Audit and Advisory Services (IAAS) conducted a review of 
BCLC to ensure it is being well managed and adhering to 
government’s mandate.  IAAS, working with a Deputy Ministers’ 
Committee, evaluated BCLC’s gaming and financial operations, 
organizational governance, forecasting, cost mitigation and IT. 

Lottery products include lotto draw games, instant win games and 
social games, sold through approximately 3,800 lottery retail 
locations.  Net win from lotteries has remained stable and accounts 
for 21% of BCLC’s total net win.   

Overall, BCLC has strong oversight tools to manage lottery 
operations and continues to educate and monitor lottery retailers for 
compliance with prize payout best practices.  The Lottery Division 
faces a number of challenges over the coming years to address its 
aging technology, as well as its concern about a declining customer 
base due to an aging demographic and a younger generation less 
interested in playing lottery games.  A lottery optimization project 
was initiated to provide a long-term business strategy and plan to 
address these issues.  The project is currently on hold due to other 
corporate priorities. 
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BCLC has expanded its retail network to include Signature stores, 
with the concept to enhance the player experience and attract the 
younger generation.  Given the significantly higher capital 
investment than typical for a kiosk, and with no business case or 
formal evaluation criteria, it is difficult to determine if these stores 
are achieving their objectives.  Results to date indicate minimal 
growth in sales over what it replaced.  

Both BCLC and the Gaming Policy and Enforcement Branch 
(GPEB) conduct oversight of lottery retailers to help ensure that 
they meet their contractual and legal requirements.  The primary 
emphasis of oversight is on prize payout procedures which are 
typically tested through secret shopper programs conducted by 
both BCLC and GPEB.  Over the last two years, BCLC reported 
compliance of nearly 90%.  

Gaming facilities include 17 casinos, seven commercial bingo halls 
and 18 community gaming centres (which offer slot machines and 
bingo) all run by service providers.  Net win from gaming facilities 
grew significantly until fiscal 2008/09 as more facilities were opened 
and since that time has stabilized.  Currently, 76% of BCLC’s net 
win is generated in gaming facilities with Host Local Governments 
receiving a 10% commission of the net gaming revenue of gaming 
facilities in their jurisdictions. 

BCLC’s relationship with service providers is similar to that of a 
franchisee in that franchisees are granted the right to provide 
services with controls regarding service standards.  Service 
providers own or lease the gaming facility and are required to 
provide staff, as well as ensure the physical security of the building 
and equipment. 

BCLC has a 10 year operational service agreement with each 
gaming facility service provider.  These agreements currently lack 
performance standards, such as revenue targets or responsible 
gambling requirements, which would improve operational 
management and oversight and allow BCLC to better monitor the 
service providers’ performance.  

Gaming facilities received operating and facility commissions 
amounting to approximately $630 million in fiscal 2013/14.  
Depending on the mix of games offered, the operating commissions 
typically range from 25% to 40% of net win.  Facility commissions 
ranging from 3% to 5% of net win are also paid on eligible 
expenditures, to assist in capital investments by the service 
providers, in order to provide higher quality facilities and thereby 
increase player visits.  These project based commissions are 

Gaming Facilities 
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payable upon substantial completion; however, this practice is not 
consistently followed and has resulted in gaming facilities receiving 
commissions at earlier stages.  It has been nearly 20 years since 
the commission structure in British Columbia (BC) was created and 
BCLC is currently unable to clearly demonstrate the effectiveness 
of the commission structure.   

Currently, BCLC does not have a clear set of criteria to differentiate 
between a conversion, relocation and a new gaming facility.  When 
establishing a new facility, BCLC should ensure that a competitive 
process is used in keeping with the spirit and intent of government 
procurement policy. 

BCLC is undergoing the implementation of a new gaming 
management system to replace its legacy casino applications at 35 
gaming facilities across the province.  The project is expected to be 
completed by March 2015 at a total cost of $119 million and is 
generally progressing in scope, on schedule and under budget.  
However, current revenue projections suggest that estimated 
benefits will be approximately 32% lower from an initial $515 million 
(over the first 10 years) to $352 million, indicating a weakness in 
project planning that overstated the revenue projections. 

eGaming products consist of online lottery games, sports betting, 
bingo and other casino games.  Over the last five years, eGaming 
net win grew from $14.7 million to $58.9 million and accounts for 
3% of BCLC’s total net win.  To date, BCLC has not been able to 
accurately forecast its eGaming revenue growth, with actual net win 
consistently lower than its forecasted targets. 

BCLC is the only legally authorized provider of online gaming, in 
BC, which is delivered through its web-based platform 
PlayNow.com.  Games offered are certified to technical standards 
established by GPEB, and validated by a qualified third party 
laboratory. 

Many online gaming sites are unregulated and players on these 
sites are at risk of fraud, cheating or other illegal acts.  In 2012, BC 
residents spent an estimated $125 million on unregulated online 
gaming sites.  

BCLC commenced a Business-to-Business arrangement for other 
jurisdictions where BCLC provides the gaming platform, 
PlayNow.com, and operational support for a fee.  Initial estimates 
for the Business-to-Business service predicted a level of profitability 
that has yet to be attained. 
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Responsible gambling commences with the provision of tools and 
information necessary for gamblers to make informed choices.  
Problem gambling develops when gambling becomes uncontrolled 
and the gambler develops behavioral issues which can negatively 
impact their lives, family, friends and place of employment.   

The lowest standard prevalence rates of problem gambling tend to 
occur in Europe, with intermediate rates in North America and 
Australia, and the highest rates in Asia.  In Canada, somewhat 
higher than average prevalence rates have occurred in New 
Brunswick, Alberta and BC.  Problem gambling prevalence studies 
were done in BC in 2007 and most recently in 2014, in a 
forthcoming report, which show a 28% decrease in problem 
gamblers, from 4.6% to 3.3% of the total population during that 
period.   

BCLC is responsible for retail, internet and facilities-based 
responsible gambling programs, while GPEB is responsible for 
provision of problem gambling services (including counselling and 
treatment), responsible gambling initiatives and managing gambling 
research.  

BCLC has a GameSense program providing responsible play 
information and the risks associated with gambling to players.  
BCLC also manages a Voluntary Self-Exclusion program where a 
person elects to exclude themselves, for a set period of time, from 
gambling activity (other than lotteries).  Once made, this 
commitment cannot be revoked.  The effectiveness of the Voluntary 
Self-Exclusion program has been challenged in court which found 
that the casinos’ policies, surveillance and security systems were 
appropriate and reasonable. 

BCLC is responsible for ensuring service provider and retailer 
compliance with legislation.  This involves training, conducting 
compliance reviews and investigating issues related to federal and 
provincial regulations with lottery retailers and gaming operators. 

GPEB routinely audits BCLC gaming operations.  In most cases, 
audits appropriately identified areas requiring improved controls, 
although some audit areas and findings were based on BCLC’s 
policy and procedures, as opposed to a GPEB standard.  Despite 
continued improvement in retailer compliance, there was no 
evidence of a plan to rationalize the number of inspections using a 
risk based approach. 

Responsible 
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Gaming 
Protection 

Appendix I



BCLC is required by federal legislation to report any suspicious 
transactions, as well as transactions greater than $10,000, on 
behalf of service providers, including patron information.  BCLC has 
implemented a number of anti-money laundering initiatives, 
including the increased use of electronic banking methods and 
proactively banning known criminals.  In order to streamline 
reporting and better facilitate expanded federal requirements, 
BCLC is also implementing a new anti-money laundering IT 
system.   

Gaming regulation and enforcement is important in ensuring the 
integrity of gaming.  GPEB, reporting to the Minister of Finance, is 
the regulatory body overseeing the activities of BCLC in supporting 
the integrity of gaming, and investigating allegations of wrongdoing.   

The work that BCLC and GPEB perform in managing and 
regulating the gaming industry in BC promotes fairness and game 
integrity.  Better understanding and agreement of roles and 
responsibilities between BCLC and GPEB should increase the 
efficiency and effectiveness of both organizations. 

The need for improved clarity of the roles has been identified by 
government, and BCLC has been directed to work with GPEB to 
jointly develop key principles that will inform their respective roles 
and responsibilities. 

While GPEB has gaming standards, some of them are not 
sufficiently detailed and, in some areas, GPEB’s work is not 
consistently risk based.  Having robust policies, standards and 
procedures will allow GPEB to operate more efficiently and 
effectively. 

BCLC conducts reviews of its service providers and lottery retailers 
to ensure service standards are met and, while not replacing the 
work of the regulator, GPEB could place reliance on the controls 
and audit work undertaken by BCLC to ensure the best use of 
limited resources.  

BCLC receives its direction from government through a 
Government`s Letter of Expectations, and BCLC’s Service Plan has 
been consistently aligned with government’s priorities.  While the 
board fulfills its responsibilities by providing strategic direction for 
BCLC, there are opportunities for the board and executive to 
improve their communication, decision-making and oversight of the 
organization. 

Regulatory 
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BCLC reports its performance using measures in each of its four 
corporate goals: Player, People, Public and Profit.  Divisions within 
BCLC prepare a business plan aligned with these corporate goals; 
however, they do not include any performance measures in their 
plans to demonstrate performance over time and contribution to the 
achievement of the corporate goals.  

BCLC is heavily reliant on IT to help sustain and grow its business 
and has invested more than $197 million on IT-related capital 
projects over the past five years.  The Business Technology 
Division effectively supports BCLC’s lines of business and their IT 
requirements and has made a number of organizational changes to 
improve IT services and better align with BCLC business strategies.  
Opportunities still exist to enhance the maturity of some of the 
business processes; in particular, disaster recovery planning. 

BCLC has an organization-wide privacy and information security 
function and has recently implemented a number of initiatives to 
enhance the security and privacy roles within BCLC.  These can be 
further strengthened by enhancing incident tracking, data 
classification and data ownership, as well as by implementing the 
envisioned security and privacy requirements for service providers. 

BCLC has reasonable security controls and procedures in place to 
ensure confidentiality and integrity of gaming systems and related 
data.  Various automated tools are also used to monitor the IT 
environment for security issues. 

Over the last few years, BCLC operating expenses have increased 
faster than net win, primarily as a result of increased salary and 
benefit costs.  In order to reduce operating costs and meet financial 
targets, BCLC plans to reduce operating costs by $20 million in 
fiscal 2014/15.  At the mid-way point of the 2014/15 fiscal year, 
BCLC reports that it is on track to achieve its cost saving targets.  

Government directed BCLC to manage their cost of operations to 
not exceed a cost ratio of 42.5% of total net win.  Using one overall 
ratio creates the risk that cost containment is not prioritized as net 
win grows.  A combination of measures such as divisional cost 
ratios, limiting expense types by ratios or fixed amounts could 
provide more effective cost containment results. 

BCLC uses a project portfolio management approach to manage 
current or proposed projects and ensure their alignment with 
organizational objectives.  The project portfolio management 
framework is not standardized across the organization, leading to 
inconsistent project management practices within divisions.  In 
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addition, BCLC compares the actual project cost against the final 
approved budget rather than the original baseline budget.  This 
does not always provide an accurate financial assessment of the 
project as the final approved budget may encompass multiple 
changes. 

BCLC prepares business cases for executive approval for major 
organizational or capital projects, including new IT systems.  
However, BCLC has not established clear criteria for determining 
when a project requires a business case.  BCLC acknowledges 
deficiencies in its current business case process and is introducing 
new templates. 

BCLC spends approximately $230 million annually on goods and 
services using three types of procurement methods: competitive 
bid, direct award and corporate purchasing cards for low dollar 
value purchases.  BCLC used competitive processes for 88% of its 
purchases, with direct awards and corporate purchase cards 
accounting for the remaining 12%. 

BCLC’s procurement policies and procedures generally align with 
government’s procurement policy and provincial trade agreements.  
However, some of BCLC’s procurement practices could be 
improved by enhancing documentation practices and more clearly 
demonstrating value for money in procurement. 

BCLC spent approximately $25 million on marketing, advertising 
and promotions in fiscal 2013/14.  While individual campaigns in 
some areas are assessed for their impact, overall BCLC cannot 
clearly demonstrate the return on its marketing and advertising 
expenditures. 

Over the last five years, the total number of Full Time Equivalents 
has increased by 25% to 919 with total compensation increasing by 
43% to $93.1 million in the same period.  These increases are 
attributed by BCLC to initiatives such as implementing 
recommendations from the 2007 Ombudsman’s report and merit 
increases in pay.  BCLC’s compensation was found to be generally 
comparable with other Crown corporations.   

BCLC, in following the new Crown Corporation Executive 
Compensation Policy eliminated perquisites and allowances and 
the bonus program.  For executives, the changes made complied 
with this new policy.  However, for some of the non-executive 
employees, the changes were more generous and contrary to the 
intent of the policy.   
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BCLC completed a staff restructuring in March 2014 as part of a 
larger $20 million cost saving initiative.  As a result of the larger 
than expected number of employees taking advantage of the early 
retirement and severance packages being offered, as well as 
involuntary terminations, the cost of the initiative was approximately 
$25 million.   With better internal planning and coordination, BCLC 
could have minimized the costs and staffing impact of this 
restructuring exercise. 

 
*                   *                  * 

 

We would like to thank the management and staff of BCLC, GPEB, 
as well as the other stakeholders who participated in and 
contributed to this review, for their cooperation and assistance.  

 

Chris D. Brown, CA, CIA 
Assistant Deputy Minister 
Internal Audit & Advisory Services 
Ministry of Finance 
 
December 4, 2014 
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Introduction 

British Columbia Lottery Corporation (BCLC) is a Crown 
corporation reporting to the Minister of Finance.  It provides gaming 
entertainment for its patrons and revenue for the Province of British 
Columbia, through its lottery, gaming facilities and eGaming 
divisions. 

British Columbia (BC) started selling lottery products in 1974 after 
joining the three other western provinces in a partnership called the 
Western Canada Lottery Foundation.  In 1985, the government 
established its own lottery corporation.  In 1997, the government 
gave BCLC the responsibility to conduct and manage slot machines 
and, the following year, BCLC assumed responsibility for all casino 
gaming.  In 2004, BCLC introduced eGaming through an internet 
lottery site called PlayNow.com.   

Governed by the Gaming Control Act (GCA), BCLC operates under 
the legislative, regulatory and policy framework established by the 
Province of British Columbia.  Within this framework, BCLC has 
been directed to conduct and manage gaming in a socially 
responsible manner for the benefit of all British Columbians.  The 
Gaming Policy and Enforcement Branch (GPEB) is the regulatory 
body overseeing the activities of BCLC in supporting the integrity of 
gaming, and reports to the Minister of Finance. 

BCLC gaming operations includes lottery, gaming facilities 
(casinos, community gaming centers (CGC) and bingo halls) and 
eGaming.  It generates approximately $2.1 billion in annual net win, 
with over 75% of the adult population participating in some form of 
gaming, including the purchase of a lottery ticket, in the past year.  
Net win, which is the total gaming revenue after prizes have been 
paid, has been relatively stable since 2008/09.  More than half of 
this is used to support social programs, health care and education.  
BCLC oversees lottery retailers and gaming facility service 
providers while directly delivering eGaming.  Each of these 
business lines is managed through separate divisions in BCLC. 

Lottery products include lotto draw games, instant win games and 
social games, sold through approximately 3,800 lottery retail 
locations.  Gaming facilities include 17 casinos (two with 
racetracks), seven commercial bingo halls and 18 CGCs (which 
offer slot machines and bingo) all run by service providers.  
eGaming products consist of online lottery games, sports betting, 
bingo and other casino games, such as slots and poker, delivered 
through PlayNow.com. 
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In 2003, government established its Responsible Gambling 
Strategy to promote responsible gambling (RG) and effectively 
address problem gambling (PG).  BCLC believes players and the 
public need to have information to make informed choices about 
gaming.  They have developed a program for RG education, called 
GameSense, so players can learn about how games work, their 
odds of winning, when to stop and how to recognize PG. 

BCLC’s Corporate Security & Compliance division protects the 
reputation, physical security and information of BCLC and ensures 
regulatory compliance through audits and training of lottery retailers 
and gaming operators.  The division is also directed by government 
to take a leadership role in anti-money laundering (AML) initiatives. 

Gaming regulation and enforcement is important in ensuring the 
integrity of gaming.  GPEB has regulatory oversight of BCLC’s 
operations, the province’s horseracing industry and licensed gaming 
events.  GPEB is responsible for regulating gaming in BC, ensuring 
the integrity of gaming industry companies, people and equipment, 
and investigating allegations of wrongdoing. 

BCLC’s head office is in Kamloops, with a corporate office in 
Vancouver, and employs approximately 900 people.  In addition to 
the three gaming divisions (lottery, gaming facilities and eGaming), 
BCLC also has corporate activities that include marketing and 
distribution, finance, human resources (HR), and information 
technology (IT).  These activities are integral in supporting gaming 
operations, as well as meeting BCLC’s responsibilities as an 
employer and Crown corporation.  

The following chart shows BCLC’s board and executive structure. 
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Purpose and Objectives 

This review examined BCLC’s governance framework, operations, 
planning and forecasting, and financial performance. 

The review evaluated and, as appropriate, made recommendations 
relating to the following: 

1. The effectiveness of BCLC’s governance framework, 
including strategic direction and alignment with government 
priorities. 

2. BCLC’s operations, including agreements and relationships 
with its service providers and lottery retailers and with 
GPEB. 

3. BCLC’s financial performance, including: 

a) operating costs, administrative costs, and employee 
compensation and incentive programs; 

b) forecasts, to help plan, budget and manage costs; 

c) cost mitigation strategies, including the identification of 
potential operating efficiencies; 

d) revenue generation and profit margins; 

e) capital asset management and utilization; in particular, 
IT; and 

f) progress and expenditures on BCLC’s Gaming 
Management System (GMS) project. 

4. The growth of gaming related products for lotteries, gaming 
facilities and eGaming in a socially responsible manner. 

5. Examination of other matters that arose over the course of 
the review deemed appropriate by the review team. 
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Approach 

Internal Audit and Advisory Services (IAAS) conducted a broad 
review of BCLC, working with an Executive Steering Committee. 
The approach included: 

• conducting interviews with key management and staff across 
BCLC and related stakeholders; 

• reviewing and analyzing legislation and policies; 

• researching comparable information from other relevant 
organizations and other jurisdictions; 

• reviewing and analyzing financial reports and variance 
reports; and 

• reviewing and analyzing key operations, processes and IT 
systems. 

During the course of the review, the Chief Executive Officer (CEO) 
of BCLC resigned.  As a result, the Minister of Finance requested 
that IAAS conduct a separate review to determine whether the CEO 
had been in a potential conflict of interest.   

While IAAS found that the former CEO had been in a conflict of 
interest during the two months prior to the time he left BCLC, no 
evidence was found that he or his new employer benefited from the 
conflict.   

A copy of the full report can be found on the government’s website 
at: http://www.newsroom.gov.bc.ca/2014/07/report-on-resignation-
of-former-bc-lottery-corporation-ceo.html 
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Overall Conclusion 

Gaming operations have been effective in generating a steady 
revenue stream for the province; however, there are opportunities 
for improvement.  BCLC needs a plan to address challenges in the 
lottery division with aging equipment and IT systems, and a 
declining customer base.  BCLC should review the effectiveness of 
the service provider commission structure, as well as institute 
performance standards that would allow for better monitoring of the 
service providers.  

The protection of the public and the gaming industry appears 
effective, promoting Responsible Gambling, fairness and game 
integrity.  However, better understanding and agreement of roles 
and responsibilities between BCLC and GPEB would increase the 
efficiency and effectiveness of both organizations.  While BCLC 
conducts reviews of its service providers and lottery retailers, this 
does not replace the work of the regulator.  GPEB could improve by 
having more robust policies and standards, and taking a risk based 
approach.   

Overall BCLC’s operations are aligned with government’s priorities 
although there are opportunities for the board and executive to 
improve their communication, decision-making and oversight of the 
organization.  BCLC could also improve the rigour in strategic and 
business planning to ensure that initiatives such as staff 
restructuring as well as capital and operating projects, receive the 
scrutiny required.  In keeping with government’s cost containment 
priority, BCLC should demonstrate greater value for money in 
procurement and develop a comprehensive framework of cost 
containment measures, such as divisional cost ratios, limiting 
expense types by ratios or fixed amounts, to provide more effective 
results. 
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BCLC delivers its lottery products to customers through a network 
of approximately 3,800 locations across the province:  

1. Retail outlets such as gas stations, convenience, grocery 
and drug stores (71%); 

2. Hospitality such as bars and pubs (24%); and  

3. Kiosks and stores leased and maintained by BCLC but 
operated by independent contractors (5%).  

Retailers receive a standard commission of 5% and, depending on 
the volume of sales, may receive performance triggered incentive 
bonuses. 

In 2012, BCLC opened its first Lotto signature store, and opened a 
second store in 2014.  The concept of these stores is to enhance 
the player experience and attract the younger generation.  
Signature stores require a significantly higher capital investment 
than typical under the kiosk network.  There was no business case 
done to establish the need for these stores and, without formal 
evaluation criteria, it is difficult to determine if these stores are 
achieving their objectives.  Analysis of the 2012 store results to 
date indicates minimal growth in sales over what it replaced.  

With the addition of stores, BCLC’s kiosk program now has a 
broader range of leasing, set-up and maintenance costs.  BCLC 
has no formal guidelines on the extent of the targeted costs or 
revenue per outlet.  This creates the risk that the increased cost of 
new outlets will outstrip the related benefit. 

Recommendation 
(1) BCLC should establish critical success factors for its 

lottery retailers in order to evaluate performance and report 
on results. 

Retailers must be registered with BCLC before they are authorized 
to sell lottery products.  Once registered, all employees selling 
lottery are expected to take online training within 60 days of being 
hired.  

After BCLC performs a background check of a potential lottery 
retailer, GPEB conducts a criminal record check before approving 
the registration.  BCLC and GPEB use separate databases in 
managing registrations which creates inefficiencies. 

Locations 
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Retailer registration lasts for three years after which retailers must 
renew it by undergoing another criminal record check.  The 
registration and renewal process appears excessive when 
compared with the lack of significant issues being identified and the 
GCA requirement of a five year renewal period. 

Both BCLC and GPEB conduct oversight of lottery retailers to help 
ensure that they meet their contractual and legal requirements.  
The primary emphasis of oversight is on prize payout procedures 
which are typically tested through secret shopper programs 
conducted by both BCLC and GPEB. 

In 2007, the BC Ombudsman conducted a review of BCLC’s prize 
payout procedures, and issued a report containing 
recommendations to strengthen its practices and improve the 
integrity with which lottery is conducted and managed in the 
province.  In general, BCLC has addressed the concerns raised in 
the Ombudsman’s report and continues to educate and monitor 
lottery retailers for compliance with prize payout best practices. 

Over the six years since the Ombudsman report, retailers have 
shown continued improvement in following the prescribed prize 
payout procedures.  Over the last two years, compliance reported 
by BCLC was nearly 90%. 

Every retailer selling lottery products has a check-a-ticket terminal 
so that lottery customers can self-check their tickets to learn the 
results.  When the retailer validates a customer’s ticket, the lottery 
monitor displays whether that ticket is a winner, what amount was 
won, and plays a jingle.  

For prize claims over $1,000, BCLC creates a winner’s record.  For 
wins over $3,000, BCLC takes steps to establish that the person 
claiming the win is the legitimate owner of the ticket before paying 
out the prize. 

Lottery retail employees are not permitted to purchase lottery 
products at their place of work.  Retailers are required to keep 
BCLC informed of all employees selling lottery products; not only to 
track whether employees have taken the required training, but also 
to enable BCLC to monitor retailer wins. 

Other oversight includes testing whether retailers are selling lottery 
products to minors.  GPEB uses minors to attempt to purchase 
lottery products from retailers.  In a recent test, 40% of the retailers 
sold lottery products to a minor.  In these instances, GPEB issued a 
warning or a violation ticket of $288. 
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BCLC has both a retailer and a consumer complaint hotline where 
they document customer concerns.  The retailer hotline helps 
retailers resolve equipment issues, report product theft and major 
wins.  Similarly, the consumer complaint hotline addresses 
concerns raised by players.  Calls are logged, and if necessary, 
assigned to the appropriate department for follow-up and 
resolution. 

BCLC uses several systems to support lottery operations.  The 
Lottery Central System is the key application used to sell and 
redeem lottery products.  Other lottery systems are also used to 
provide customer relationship management, payment processing 
and financial services.  

Overall, key security controls and procedures are in place to ensure 
confidentiality and integrity of the lottery systems and related data.  
Various automated tools are also used to monitor the Lottery IT 
environment for security issues. 

Lottery systems have periodically been reviewed by BCLC Internal 
Audit, as well as by independent parties such as GPEB and 
external auditors.  Opportunities to enhance the system controls 
have been identified over time and have been addressed by BCLC. 

The Lottery Central System and other lottery supporting 
applications represent the majority of BCLC legacy systems.  
Although the lottery operations are primarily supported by aging 
systems, the related technology is stable with minimal unscheduled 
system downtime in the past three years.  

Given the age of the core lottery systems, BCLC faces issues 
associated with a lack of flexibility to accommodate new business 
requirements and in some cases, progressively higher upgrade 
costs.  BCLC owns all lottery terminals and these are expected to 
reach the end of their useful life within the next three to five years. 

BCLC recognizes the issues associated with aging technology and 
initiated a Lottery Optimization project to provide a long-term 
business strategy for lottery operations, including a plan for the 
replacement of legacy systems.  The Lottery Optimization project is 
currently on hold due to other corporate priorities.  

These issues, combined with concerns over a declining player 
base, indicate that significant challenges exist in going forward. 
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OSAs are typically for 10 years with an option to extend the 
agreement in 10 year increments, with BCLC approval.  If a service 
provider does not fulfil their agreement, BCLC can appoint itself or 
a third party to operate the facility until a solution is found.  There 
have not been any instances where a renewal was denied or a 
replacement operator was appointed.  

BCLC monitors the performance of gaming facilities through 
financial and compliance measures, as well as on-site relationship 
management, but does not have performance standards, such as 
requiring revenue targets or RG goals, in their OSAs. 

BCLC recognises that the existing OSAs do not facilitate effective 
operational management of gaming facilities and, in 2014, BCLC 
established a cross-functional working group to improve them.  
BCLC is also in the early stages of developing risk management 
agreements to monitor the financial viability of service providers.  
As OSAs are renewed, risk management agreements are expected 
to be implemented to help address BCLC’s risk in the event that 
service providers encounter financial difficulty.   

Recommendation 
(2) BCLC should ensure that agreements with service 

providers include comprehensive performance standards. 

In 1997, government introduced the service provider payment and 
operating framework, currently administered by BCLC.  Service 
provider operating commissions are based on the types of games 
offered and include: 

• 25% of slot machine and electronic games net win; 

• 40% of the casino games net win, less 1% to reimburse 
BCLC for gaming equipment and gaming supplies; and 

• 60% of bingo revenue (after prizes are paid) on the first 
$20,000; 40% of the next $60,000; and 25% on revenue 
over $80,000 per week. 

In addition to operating commissions, service providers can also 
earn commissions of 3 to 5% of net win for capital projects and 
ongoing site development.  This is intended to encourage capital 
investment that results in higher quality facilities which attract a 
broader player base.  Eligible expenditures include land, building 
and improvements.  Non-gaming related expenses such as 
planning submission costs, staff facilities and equipment are 
excluded. 
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OSAs outline the commission entitlement, and are generally 
consistent across similar-type facilities.  Two agreements reviewed 
have alternate development commission structures, but still result 
in a similar net distribution as the other service providers. 

Project-based commissions are payable to the service provider 
upon substantial completion of the project up to the lesser of the 
amount earned, or the cost of the project.  BCLC has not 
consistently followed its policy in the administration of these 
commissions.  For example: 

• BCLC released commissions to service providers on receipt 
of individual expenses rather than on substantial completion 
of the whole project; and 

• one gaming facility received commissions in advance of 
earning them. 

In a separate instance, a gaming facility was permitted to accrue 
commissions on a project at an earlier stage than usual.  The 
service provider will receive these commissions when construction 
begins, rather than upon substantial completion.  BCLC advises 
that this was necessary to assist in the financing of high 
construction costs unique to the project.  

While the intent of these commissions is to increase clientele and 
encourage an improved return, BCLC has not conducted a 
comprehensive analysis to determine how effective they have 
been. 

Industry reports suggest that gaming industry profits exceed other 
hospitality industries in Canada.  BC is the only province delivering 
gaming exclusively through contracted service providers, making 
the comparison to other provinces a challenge.  It has been nearly 
20 years since the commission structure in BC was created and 
BCLC, at this time, is unable to clearly demonstrate the 
effectiveness of the commission structure.  

Recommendation 
(3) BCLC and the Ministry of Finance should conduct a review 

of service provider commissions for gaming facilities to 
ensure an appropriate and effective structure.   

BCLC owns more than 12,500 slot machines which have proven to 
be very profitable, with a full return on investment to BCLC after an 
average of four months of use and an expected lifespan of eight 
years. 
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BCLC has considered the changes in gaming facilities to be 
conversions or relocations and has given existing service providers 
the first right of refusal.  Given that all but one of the changes have 
been within the same player area, and due to the relationship 
between service providers and their players, this generally appears 
reasonable. 
Currently, BCLC does not have a clear set of criteria to differentiate 
between a conversion, a relocation and a new gaming facility.  
When establishing a new facility, BCLC should ensure that a 
competitive process is used in keeping with the spirit and intent of 
government procurement policy. 

Recommendation 
(6) BCLC should develop a clear set of criteria for gaming 

facility procurement.   

Before establishing a facility in an area, BCLC uses a 
comprehensive process to ensure compliance with the legislation 
including Host Local Government (HLG) consultations and service 
provider business planning.  HLG casino and gaming approval 
processes vary across the province, with some local governments 
having strict caps on the quantity of games.  
Through an agreement between a HLG and the Province of BC, 
HLGs are provided with a 10% commission of the net gaming 
revenue of the gaming facilities in their jurisdictions.  Net gaming 
revenue is the net win of the hosted facility less BCLC’s 
proportionate costs and service provider commissions.  
Distributions to HLGs across BC over the past five years were 
approximately $418 million.  In 2014, 31 of BC’s local governments 
received gaming commissions totalling $86.9 million, ranging from 
$223,000 to $17.3 million.  
BCLC has multiple systems that manage casino operations, some 
of which are legacy systems with limited vendor support.  This 
situation prompted BCLC to conduct an external benchmarking 
initiative in 2008 to determine whether these casino systems would 
continue to meet industry standards and support BCLC’s future 
business needs.  The assessment concluded that the legacy 
systems were at their end of life due to their increasing 
maintenance costs, inability to expand their product portfolio and a 
lack of vendor support. 
In late 2009, BCLC conducted a joint competitive process with 
Ontario Lottery and Gaming Corporation to select a new gaming 
management system (GMS) for both organizations.  The system 
selected is expected to provide increased functionality and a better 
gaming experience for BCLC customers.   
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BCLC is currently in the last fiscal year of the GMS implementation 
project which will replace the legacy casino systems in 35 gaming 
facilities in the province.  As most of the major sites have already 
been converted, approximately 84% of the electronic gaming 
machines are now operating in the GMS environment.   

Overall, reasonable security controls and procedures are in place to 
ensure data confidentiality and integrity of the casino systems, 
including the transition to the new GMS system.  

Casino applications, including GMS have been periodically 
reviewed by BCLC’s Internal Audit and Information Privacy and 
Security (IPS) departments, as well as by independent third parties 
such as GPEB, and external auditors.   The GMS and related 
systems are stable with minimal unscheduled system downtime 
since its implementation. 

The GMS project is a multi-year initiative that began in May 2012 
and is scheduled to be completed by March 2015.  

The transition to GMS involves replacing the software and 
infrastructure that operates slot machines and monitors table 
games at 35 gaming facilities across the province. 

Overall, the GMS implementation has followed reasonable steps to 
support an effective implementation and meet time and budget 
commitments.  The project is generally progressing in scope, on 
schedule and under budget.  However, current revenue projections 
suggest that initially estimated benefits will be approximately 32% 
lower from an initial $515 million (over the first 10 years) to 
$352 million.  

The GMS business case identified increased revenue from new 
marketing and business intelligence capabilities that intended to 
increase annual revenues in casino operations by $64 million when 
fully implemented and utilized.  In September 2012, BCLC revised 
its business case to reflect more current assumptions.  Among 
these assumptions was incorporating the impact of the delayed roll-
out of the campaign and marketing components on the 
implementation.  

In December 2013, BCLC reassessed these key revenue 
assumptions and concluded that they were overstated.  The impact 
of delayed implementation of project milestones, along with the 
changes to key assumptions, has reduced the projected benefits by 
$163 million from the initial business case projection.  This 
reduction is due to a decrease in revenue assumptions of 
$106 million, indicating a weakness in project planning, with the 
remaining $57 million a result of a delay in implementing campaign 
and marketing components. 
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BCLC established a formal risk management process in order to 
identify, monitor and mitigate GMS project risks.  These risks were 
regularly reassessed for their likelihood and impact and newly 
emerging risks were added to the risk register, when identified.  

The risk register formed part of the monthly project meetings and 
BCLC Internal Audit maintained oversight of risk management 
decisions through attendance at these meetings.  GPEB added 
oversight by visiting converted gaming facilities to solicit feedback 
and otherwise keep informed about potential implementation 
concerns.  

The GMS project is divided into two phases of implementation.  
Phase 1 delivers system infrastructure upgrades with the core 
operational capabilities.  Phase 2 includes campaign and marketing 
management software, as well as enhanced RG features which will 
allow players to manage their own accounts and set personal limits 
for spending and time on device. 

While the initial rollout of the project started later than planned, 
BCLC reconfigured the overall project implementation schedule to 
finish on time.  To date, there have been no significant scope 
reductions that would impact the strategic objectives of the project.   

The total implementation cost of the GMS project is budgeted at 
$124 million (plus a $16 million contingency fund).  The project is 
estimated to finish at $119 million.  Savings are as a result of 
efficiencies achieved in infrastructure costs through better server 
utilization, as well as efficiencies gained from reduced professional 
and contractor fees. 

After some of the initial site conversions, BCLC implementation 
teams assessed the lessons learned in an effort to improve 
subsequent implementations.  A final post-implementation review of 
the project is planned at the completion of the project, but it is 
unclear whether a detailed benefits realization will form part of this 
review. 

Recommendation 
(7) BCLC should conduct a comprehensive post-

implementation review of the GMS project that includes 
benefits realization.  

Timelines, Scope 
and Budget  
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1.4 eGaming 

BCLC is the only legally authorized provider of online gaming in 
BC, which is delivered through its web-based platform 
PlayNow.com.  In delivering eGaming, BCLC partners with 
developers and network-hosting contractors.  The software 
suppliers are compensated through fixed or variable fees, or a 
combination of the two.  

Many online gaming sites are unregulated and players on these 
sites are at risk of fraud, cheating or other illegal acts.  In 2012, BC 
residents spent an estimated $125 million on unregulated online 
gaming sites.  

Games offered on PlayNow.com are certified to technical standards 
established by GPEB and validated by a qualified third party 
laboratory.  Regulating the market helps ensure that games are 
played fairly, paid out as promised, and that gaming is not used for 
money laundering and other illegal purposes.  It also restricts 
underage gamblers, ensures people with gambling problems have 
access to tools that limit their deposits, bets, overall play, or 
exclude themselves entirely.   

To access PlayNow.com, players must be BC residents 19 years of 
age, or older.  Players must be registered with PlayNow.com, and 
be physically located in BC at the time of play.  This is in contrast to 
other regulated gaming activities (lottery, gaming facilities) where 
players do not have to be a BC resident.  

In July 2010, the system was temporarily shut down when BCLC 
determined that 134 player accounts were not properly protected.  
The problem was resolved and the Privacy Commissioner 
concluded that BCLC had taken reasonable steps in response to 
the breach. 

Today, PlayNow.com has a selection of nearly 100 games including 
free games (played without wagering) for Casino and Poker, as well 
as offering Keno, Lottery, Sports and Bingo products.  

Over the last five years, eGaming net win grew from $14.7 million 
to $58.9 million.  After the first full year of operation, fiscal 2005/06, 
PlayNow.com had nearly 30,000 registered users, and by the end 
of 2013/14 had over 293,000 accounts.  eGaming’s growth is 
attributed to continued expansion of its casino and poker portfolios, 
and enhancements to sports betting and mobile gaming. 

Performance 

Appendix I





Overall, reasonable security controls and procedures are in place to 
ensure data integrity and confidentiality of the eGaming systems 
and related data.  As a result of this review, BCLC is implementing 
additional controls for eGaming systems, which are expected to be 
completed by March 2015. 

eGaming applications have been subject to periodic reviews 
conducted by BCLC Internal Audit and IPS, as well as by 
independent parties such as GPEB and external auditors.  
Opportunities to enhance the system controls were identified over 
time and have generally been addressed by BCLC. 

As required by the GCA, any new gaming systems (or existing ones 
subject to changes) must receive a Certificate of Technical Integrity 
from GPEB before being permitted to operate in the live 
environment.  eGaming technology has been reasonably stable 
with minimal unscheduled downtime during the past three years.  

BCLC has identified a number of opportunities within eGaming that 
includes expanding betting options and increasing the accessibility 
of products.   

Novelty betting (a bet which includes a selection for a novelty 
and/or non-sport/non-racing event such as a song contest, election 
results, etc.) has recently received approval and once implemented, 
will be added to the list of betting options. 

Currently, federal legislation requires sports betting to be on a 
minimum of two sporting events.  BCLC estimates that this 
requirement amounts to approximately $20 million a year in lost 
revenue.  There is currently a federal bill seeking to change this law 
and allow single event sport betting. 

BCLC plans to pilot sports betting through PlayNow.com at select 
gaming facilities at the end of 2014, in an effort to attract a broader 
player base and drive revenue growth.  This initiative will be 
assessed by BCLC for potential broader implementation. 

To improve the accessibility of gaming products, BCLC also plans 
to develop a new mobile lottery application that will offer more 
attractive features than currently available. 
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2.0 Protection of Public and Gaming Industry 

2.1 Responsible Gambling 

The RG team at BCLC is responsible for education, compliance 
and program development.  Gaming divisions are expected to 
consider RG implications in the development of their products. 

RG commences with the provision of tools and information 
necessary for gamblers to make informed choices.  Combining RG 
education, information about the games, and the risks associated 
with gambling allows adults to make educated decisions about their 
play. 

PG develops when gambling becomes uncontrolled and the 
gambler develops behavioral issues which can negatively impact 
their lives, family, friends and place of employment.  There are free, 
confidential, province-wide counselling and treatment services 
available through GPEB for problem gamblers and their families 
who seek help. 

In October 2013, the Provincial Health Officer’s (PHO) annual 
report “Lower the Stakes – A Public Health Approach to Gambling 
in British Columbia” was released.  The report examined gambling 
trends in BC from a public health perspective and included 17 
recommendations directed at the Ministries of Finance, Health, and 
Education to address PG from a public health perspective.   

A cross-ministry working group, with representation from BCLC, is 
developing the government’s Plan for Public Health and Gambling.  
Development of the plan is considering the PHO recommendations, 
findings from a forthcoming 2014 BC Problem Gambling 
Prevalence Study, other relevant research, and government 
policies related to the delivery of services in the education, health, 
and gaming sectors.    

The Government’s Letter of Expectations (GLE) directs BCLC to 
“Operate the gaming business within the social policy framework 
established by Government…”.  This framework is not described in 
legislation, nor formally documented.  It consists of a combination 
of legislation (e.g., GCA, Canada’s Criminal Code), and Minister’s 
or GPEB directives and strategies (e.g., BC’s Responsible 
Gambling Strategy), that pertain to RG and PG. 

Roles and 
Responsibilities 
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GPEB, with input from BCLC, developed BC’s Responsible 
Gambling Strategy which outlines key responsibilities:  

• BCLC is responsible for the conduct and management of 
gaming in BC, which includes retail, internet and facilities-
based RG programs.   

• GPEB is responsible for provision of PG services (including 
counselling and treatment), RG initiatives and managing 
gambling research.  

The strategy includes a three-year plan which details goals and 
initiatives, and assigns responsibilities.  However, the plan expired 
at the end of fiscal 2013/14 and is currently being updated.  

A RG culture is important to BCLC and, as such, it has a number of 
initiatives to promote RG, for example: 

• developing and implementing RG programming;  

• funding research on the social and behavioural aspects of 
gambling; 

• managing operations for staffed and self-serve GameSense 
Information Centres; and 

• managing a voluntary self-exclusion (VSE) program.  

Corporate Social Responsibility Assessments are expected to be 
done on all new products prior to market release.  In 2014, two 
products went to market without having these assessments 
completed, creating the risk that RG standards were not complied 
with.  In these instances, BCLC determined retroactively that these 
products met the requirements. 

GameSense is a BCLC program combining responsible play 
information with information about the risks associated with 
gambling.   

GameSense is available at all gaming facilities and lottery retailers, 
and online.  The key objective is to provide people with the tools 
that they need to make informed choices on how to play 
responsibly.  GameSense makes information available to players, 
including the odds of different games, the difference between 
games of chance and skill, commonly held myths about gambling, 
and tips for playing responsibly.  

Corporate 
Culture 
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GameSense Advisors (GSA) staff the centres in casinos to provide 
personalized education on responsible play strategies.  In fiscal 
2013/14, GSAs recorded 54,656 interactions with players about 
RG.  This represents an increase of 24% over the previous year, 
and BCLC advises that this was due to an increased awareness of 
the program.   

In 1998, BCLC implemented its VSE program, where a person 
voluntarily elects to exclude themselves from gambling activity 
(other than lotteries).  They may self-exclude for a period of six 
months to three years and, once made, this commitment cannot be 
revoked.  Over the last three years, there has been an average of 
between 8,000 and 8,500 individuals enrolled in the VSE program 
at any one time. 

To assist individuals that have signed up for the VSE program, 
BCLC and its service providers in gaming facilities use tools to 
identify the self-excluded individuals such as license plate 
scanning, facial recognition software and randomly checking 
identification as players enter facilities or while playing, should they 
manage to enter a venue and begin playing.  

The VSE program does not provide a guarantee that a self-
excluded individual will be identified and removed from a gaming 
facility.  During 2013, staff at gaming facilities detected 5,876 
violations with the majority of violations occurring in the five lower 
mainland casinos.   

The effectiveness of the VSE program has been challenged in court 
and it was found that the casinos’ policies, surveillance and security 
systems were appropriate and reasonable.   

In 2010, the provincial legislature made changes to the GCA that 
allowed BCLC to withhold jackpots from VSE program participants.  
This has subsequently been upheld by the courts.  Withheld 
jackpots are used to fund research into PG behaviours. 

The VSE program has demonstrated some inconsistency in its 
implementation between gaming facilities and eGaming.  When a 
player completes the VSE registration at a gaming facility, they are 
prohibited from entering all facilities and their PlayNow.com 
account is suspended for the self-exclusion period.   

However, if the VSE registration is initiated through PlayNow.com, 
the individual is still permitted to enter a gaming facility, gamble and 
collect their winnings. 

Voluntary Self-
Exclusion 
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These performance measures are somewhat limited and on their 
own are not sufficient to assess and demonstrate the effectiveness 
of the social responsibility program.  More performance measures 
that are outcome based (e.g., prevalence rate) would be better 
indicators of program effectiveness. 

Recommendation 
(9) BCLC should develop outcome based performance 

measures for responsible gambling. 
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2.2 Gaming Protection 

BCLC is responsible for ensuring service provider and retailer 
compliance with the GCA, the federal Proceeds of Crime (Money 
Laundering) and Terrorist Financing Act, and the related reporting 
requirements.  This involves training, monitoring and investigating 
issues related to federal and provincial regulations with lottery 
retailers and gaming operators. 

BCLC conducts compliance reviews and investigations of its 
service providers and lottery retailers.  This work includes: 

• confirming compliance with BCLC policies and procedures, 
reviewing controls, and investigating customer complaints 
and criminal events in all gaming operations; 

• supporting, training and ensuring BCLC and service provider 
compliance with provincial and federal legislated reporting; 

• supporting the casino security information system that 
manages incident reporting; and  

• overseeing the VSE program in gaming facilities. 

Provincial legislation requires that BCLC and service providers 
report to GPEB any incident or activity that may be criminal, and/or 
contrary to the GCA.  In fiscal 2013/14, BCLC and service providers 
reported approximately 17,000 incidents of which most were 
classified in three categories:  

1. banned patrons;  

2. potential criminal event; or  

3. assistance to GPEB, police or other agencies. 

GPEB routinely audits BCLC gaming operations as part of its role in 
ensuring the integrity of gaming in BC.  Gaming facilities, eGaming 
and lottery retailers receive regular compliance reviews to ensure 
that gaming in the province is conducted in accordance with 
gaming legislation, directives, policies, and procedures. 

In most cases, GPEB’s casino and eGaming audits appropriately 
identified areas requiring improved controls, although some audit 
areas and findings were based on BCLC’s policies and procedures, 
as opposed to a GPEB standard.   

BCLC 
Compliance 
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Lottery retailer inspections included interviews regarding theft and 
fraud, and concerns about sales to minors.  Despite continued 
improvement in retailer compliance, there was no evidence of a 
plan to rationalize the number of inspections based on a lower risk 
factor. 

GPEB Investigators have Special Provincial Constable status which 
permits them greater access to law enforcement resources.  GPEB 
reviews incident files received from various sources, including 
service providers, retailers, BCLC, police and the public.  

Approximately 40% of incidents are related to violations of the VSE 
program.  Of the non-VSE incidents, 36% of files were retained for 
evidence in related police or intelligence files, more than 30% could 
not be resolved due to insufficient information, and 1.1% of the 
cases investigated by GPEB resulted in a charge under the 
Criminal Code or GCA. 

Financial Transactions and Reports Analysis Centre of Canada 
(FINTRAC) is a federal independent agency established to operate 
within the Proceeds of Crime (Money Laundering) and Terrorist 
Financing Act.  FINTRAC is responsible to aid in the detection of 
money laundering and terrorist activity in the Canadian financial 
system, including BC gaming facilities. 

FINTRAC requires BCLC to report any suspicious transactions as 
well as individual or cumulative financial transactions greater than 
$10,000 on behalf of service providers, including information 
regarding patron identity and their source of wealth, or the origin of 
their funds. 

In fiscal 2013/14, BCLC reported approximately 86,000 large cash 
transactions and 1,000 unusual or suspicious financial transactions 
to FINTRAC.  This is a significant increase over reports filed prior to 
a 2009 FINTRAC compliance review, although this represents a 
small percentage of the total number of reports filed in BC.  BCLC 
advised this increase is primarily a result of improvements made in 
processes, systems and training as well as increased play. 

In February 2014, FINTRAC expanded “Know Your Client” 
monitoring requirements.  Transactions thought to be suspicious, 
such as proceeds of crime, terrorist financing, or money laundering 
require additional collection of data, increased monitoring, client 
risk analysis and further examination of clients’ business 
relationships. 

Anti-Money 
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2.3 Regulatory Oversight 

GPEB regulates gaming in BC, including the operations of BCLC, 
which conducts and manages gaming in the province. 

While there is room for improvement in the clarity of roles and 
responsibilities between the two, the work that BCLC and GPEB 
perform in managing and regulating the gaming industry in BC 
promotes fairness and game integrity.  Better understanding and 
agreement of roles and responsibilities between BCLC and GPEB 
should increase the efficiency and effectiveness of both 
organizations. 

Legislation applicable to gaming in BC includes: the GCA; Gaming 
Control Regulation; and Canada’s Criminal Code.  

The GCA requires: 

1. GPEB to be responsible for the overall integrity of gaming 
and horse racing. 

2. BCLC to be responsible for the conduct and management of 
gaming and may develop, undertake, organize, conduct, 
manage and operate provincial gaming on behalf of the 
government. 

In general, the working relationship between BCLC and GPEB is 
strong, but has experienced its challenges; particularly in the 
execution of roles and responsibilities under the GCA. 

The need for improved clarity of the roles has been identified by 
government, and BCLC has been directed to work with GPEB to 
jointly develop key principles that will inform their respective roles 
and responsibilities. 

BCLC provides gaming through the use of contracted services, with 
the exception of online gaming which is provided directly.  The 
gaming facility contractors are similar to franchisees with 
established areas in which to provide gaming, while BCLC 
oversees their service delivery.  

BCLC ensures its service providers and lottery retailers are meeting 
the customer service standards currently defined, as well as 
ensuring that any standards set by the regulator are met.  Audits 
conducted by BCLC on its service providers represent sound 
business practice and good contract and performance 
management, but does not replace the work of the regulator.   

Legislation 
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Prior to forwarding incidents on to GPEB, BCLC typically performs 
investigations in a number of areas including potential criminal 
incidents, suspicious financial transactions and customer service 
issues.  BCLC’s stated intent is to ensure the reported incident is 
criminal in nature and appropriate to report to GPEB.  BCLC’s 
“preliminary” investigations can lead to delays in providing GPEB 
with appropriate information. 

As the regulator, GPEB’s responsibility is to ensure the integrity of 
gaming through clear and comprehensive standards, with 
appropriate audit and investigation work to ensure compliance.  

While GPEB has gaming standards, some of them are not 
sufficiently detailed and, at times, GPEB uses BCLC’s policies and 
procedures as standards to which they audit.  Having robust 
policies, standards and procedures will allow GPEB to operate 
more efficiently and effectively through the following: 

• establishing the appropriate level of acceptable risk to 
ensure the integrity of gaming; and 

• providing consistency in decision making and activities 
undertaken by GPEB including the appropriate level of 
review of BCLC and their contracted service providers. 

Ultimately, policy, standards and procedures provide a framework 
to promote the integrity of gaming and avoid the potential for 
misunderstanding between the regulator and BCLC. 

Comprehensive audit and investigation practices ensure that 
appropriate objectives and acceptable levels of risk are determined 
in advance.  They also ensure that there is coordination of work 
and standards between all parties. 

In its role as regulator, GPEB performs audits of BCLC and its 
service providers, confirming gaming activities meet the standards 
expected.  In some areas, GPEB’s work is not consistently risk 
based.  Where appropriate, GPEB could place reliance on the 
controls and audit work undertaken by BCLC, to ensure the best 
use of limited resources.  

Under the GCA, GPEB is the only authority designated to conduct 
investigations related to gaming and, as such, should have an 
agreement with BCLC over what types of incidents should be 
clarified before reporting them to GPEB.   
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Recommendations 
(10) GPEB should develop comprehensive policies and 

standards to support the integrity of gaming. 

(11) GPEB should implement a risk based approach to direct its 
activities in assessing compliance with gaming policies 
and standards. 
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3.0 Internal Operations 

3.1 Governance and Performance 

BCLC receives its direction from government through a GLE and 
BCLC’s Service Plan has been consistently aligned with 
government’s priorities.  

BCLC’s board has provision for nine members, but currently 
consists of seven.  BCLC is working with the Board Resourcing and 
Development Office in recruiting the two additional directors.  
Turnover of board members at BCLC is reasonable, allowing for 
new perspectives while retaining some experienced directors to 
ensure continuity. 

A BCLC board self-evaluation completed in 2012 noted that the 
board was performing well, but identified a lack of IT experience.  
The current recruitment process intends to address this gap. 

The board fulfills its responsibilities by providing strategic direction 
for BCLC, and ensures that risks are reviewed and discussed 
quarterly.  However, there are opportunities to improve their 
decision-making and monitoring of BCLC.  

BCLC conducts strategic planning that is informed by a market 
scan on opportunities and threats, as well as board direction.  This 
results in a 3-year Annual Service Plan tabled in the Legislature.  

BCLC’s board meets six to eight times a year to oversee the 
corporate decisions of BCLC’s management.  Prior to each 
meeting, members receive a detailed package of materials for 
discussion at the meeting.  

The packages sent to board members are extensive, including 
management reports, financial dashboards, divisional and project 
updates and other presentation materials.  However, the material 
often lacked executive summaries of the key issues.  Such 
summaries would help focus attention on key issues for discussion 
or decision by the board.  

BCLC’s board minutes are well documented and appropriately 
record the topics discussed and decisions made.  Decisions made 
in-camera (closed board meetings) are documented in the regular 
minutes of the board, but there are no minutes or materials 
available from the in-camera portion of the meeting.  To strengthen 
the continuity of information, minutes of in-camera sessions should 
be maintained. 

Board 
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The board believes it has a good working relationship with 
management and that management informs the board about major 
issues through reports, presentations, advice and 
recommendations.  However, there have been instances where the 
board has not had sufficient, appropriate or timely information on 
which to base decisions or monitor the operations of BCLC such as 
the staff restructuring in fiscal 2013/14 and the introduction of 
Signature stores.  As a result, the board has not always had the 
opportunity to challenge management on its actions or proposed 
actions.  

Recommendation 
(12) BCLC’s board and executive should ensure that sufficient, 

appropriate and timely information is communicated and 
that strategies are appropriately challenged. 

(13) Government should reinforce the roles and responsibilities 
for board members and executive within Crown 
corporations. 

BCLC reports its performance using measures in each of its four 
corporate goals: Player, People, Public and Profit.  There are 11 
high-level measures, including player satisfaction, net win per 
capita and employee engagement.  

Each business unit prepares a business plan aligned with these 
corporate goals; however, they do not include any performance 
measures or targets in their plans to demonstrate how each unit 
contributes to the achievement of these corporate goals.  

While there is an executive dashboard and some of the business 
units have key performance indicators, these are limited and not 
sufficient to assess performance at the divisional level.  Each 
business unit should have clear performance measures with targets 
that define areas of emphasis, measure the results achieved and 
align with BCLC corporate goals.  

Recommendation 
(14) BCLC should establish performance measures linked to 

corporate goals for each business unit.  

Performance 
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3.2 Information Technology  

BCLC places a strong reliance on IT to help sustain and grow its 
business.  Beginning in fiscal 2009/10, BCLC started to make more 
significant technology investments, concentrating on new initiatives 
to increase revenues, such as online gaming and the new Casino 
gaming management system.  In the past five years, BCLC has 
invested over $197 million (44% of BCLC’s total capital spending) 
on IT-related capital projects. 

The IT function in BCLC is largely represented by the Business 
Technology (BT) Division.  BT is responsible for the technology and 
systems that support BCLC’s operations, including enterprise 
architecture and the IT landscape related to gambling and back 
office systems.  In fiscal 2014/15, BT had budgeted operating costs 
of $36 million (21% of BCLC’s total budgeted operating costs) and 
budgeted staff of 183 Full Time Equivalents (FTEs).   

While the BT Division effectively supports BCLC’s lines of business 
and their IT requirements, opportunities exist for BT to enhance the 
maturity of some of its business processes. 

BT’s various departments report to a Chief Information Officer 
(CIO) who has a direct reporting relationship to BCLC’s CEO.  The 
CIO has the appropriate authority, accountability and reporting 
relationship to lead the IT function. 

Despite the sound leadership structure currently established within 
BT Division, no formal IT steering committee is in place with 
representation from key functional areas across BCLC to provide a 
senior oversight role over IT operations.  The roles of an IT steering 
committee would include the assessment of BT performance, 
monitoring of IT Strategic Plan initiatives, as well as integration of 
IT projects across the organization.   

BT’s annual IT strategic planning process defines how BT will 
contribute to, and support, BCLC’s strategic objectives.  The IT 
Strategic Plan is appropriately driven by BCLC’s strategic business 
priorities and considers an analysis of IT trends.  However, 
attention is required to address aspects of the strategic planning 
process and related initiatives, as follows:  

a) BT strategies are not being consistently monitored and reported.  
These activities were supposed to be performed using a 
Balanced Scored Card, which has not been implemented. 

b) BT’s envisioned three-year resource plan to address the 
training and development needs for BT has yet to be created. 

c) Plans for the decommissioning and replacement of key legacy 
systems need to be developed. 

IT Governance 
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Recommendations 
(15) BCLC should establish an IT Steering Committee with 

representation from key functional areas across the 
organization.  

(16) BCLC should develop plans for the decommissioning and 
replacement of key legacy systems that are expected to be 
retired. 

Since 2012, BCLC has undergone a number of initiatives to 
strengthen its Business Continuity Management (BCM) program, 
including the establishment of BCM policies, development of a 5-
year roadmap to improve BCLC’s response to business disruption, 
and implementation of emergency safety plans for the Vancouver 
and Kamloops office.  While these initiatives have enhanced 
BCLC’s state of preparedness, the BCM program is not yet fully 
mature as key aspects still need to be addressed, including the 
following: 

a) Business Continuity Plans (BCP) are an important element 
of the BCM program.  Such plans are designed to minimize 
the impact of potential disruptions on key business areas.  At 
the time of this review, BCPs were not in place for the 
business units.  BCLC was conducting business impact 
assessments for some key areas which will support the 
development of the related BCPs.  

b) Disaster Recovery Plans (DRP) are also part of the BCM 
program.  They are designed to ensure that IT processes 
and controls are in place to recover the IT systems of an 
organization in the event of a disruption.  While BCLC has 
tested the recovery of some systems after a planned 
disruption in service, BCLC does not have formal DRPs for 
all of its critical systems.  Without such plans, BCLC may still 
be able to recover its systems from a significant incident 
through ad-hoc recovery procedures and IT redundancy, but 
this is unlikely to occur within the desired recovery time. 

Recommendation 
(17) BCLC should ensure that BCP and DRP plans are 

developed, implemented and periodically tested. 
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BCLC has established an organization-wide information security 
function, which is under the responsibility of the IPS department.  In 
early 2013, BCLC strengthened this function by integrating it with 
Information Privacy, Freedom of Information and Records 
Management.  

IPS collaborates with other BCLC program areas and external 
parties as needed, to conduct information security reviews and 
privacy assessments on BCLC’s information assets, coordinate 
response to security incidents, and monitor compliance with 
information security policies and legislation. 

Under the new structure, IPS has implemented a number of 
initiatives to enhance the security and privacy roles within BCLC.  
Opportunities still exist for IPS to further strengthen related aspects, 
including incident and user account management, data 
classification and data ownership.  As described below, a few 
initiatives are already in progress to address some of the internal 
control gaps identified.   

IPS has an appropriate reporting relationship with its senior 
management.  However, an information and privacy steering 
committee, with representation from key functional areas, is not in 
place.  BCLC could benefit from establishing such a committee, 
which would provide governance oversight of the IPS functions and 
allow for formal participation from business units to collaborate on 
related topics.  

As part of its initiative to strengthen security and privacy, IPS has 
drafted new service provider requirements that are currently under 
review and planned to be incorporated into the new OSAs.   

IPS coordinates the response, investigation and reporting of 
information security incidents.  While a formal process is in place to 
identify and handle security incidents within BCLC, there is a need 
to enhance its related policy, as well as incident tracking and 
reporting capabilities to ensure that information security events are 
properly reported, recorded and classified.   

The review of access to BCLC core systems is coordinated by IPS 
on a regular basis.  It requires the business owners responsible for 
the systems to ensure that the permissions assigned to the user 
accounts remain appropriate.  IPS is strengthening its user account 
management practices, with outstanding initiatives expected to be 
completed in 2015.   

Information 
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BCLC’s information security policy provides a summary description 
of the data classification levels (public, internal and confidential).  
However, BCLC corporate data is not currently classified.  This 
situation undermines BCLC efforts to apply an appropriate level of 
information security controls, which should be based on the 
classification (e.g., criticality and sensitivity) of its corporate data.  
Part of IPS’s strategic priorities includes the development and 
implementation of an organization-wide data classification 
framework, including the requirements for data protection according 
to data criticality and sensitivity.  

Data ownership is not fully inventoried and assigned across the 
organization.  BCLC acknowledges the importance of creating an 
organization-wide data ownership inventory in order to clearly 
define the responsibility, ownership and accountability related to its 
corporate data.  At this time, BCLC is focusing on key systems with 
implementation scheduled for March 2015.  

Recommendations 
(18) BCLC should enhance its tracking and reporting of 

information security incidents, and communicate incident 
management policies to BCLC staff.  

(19) BCLC should ensure that security and privacy 
requirements for the protection of player information are 
implemented and followed by service providers.   

(20) BCLC should ensure that corporate data is classified and 
that data ownership is fully inventoried.  
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Government directed BCLC to manage their cost of operations to 
not exceed a cost to net win ratio of 42.5% in fiscal 2013/14.  This 
comprehensive cost ratio is calculated by dividing total costs 
(before taxes) by total net win.  This means that during periods of 
net win growth, BCLC is able to incur $42.50 of additional costs for 
every $100 of additional net win earned, regardless of whether 
these additional costs are attributed to the increase.  

Using one overall cost containment ratio creates the risk that cost 
containment is not prioritized as net win grows.  A combination of 
measures such as divisional cost ratios, limiting expense types by 
ratios or fixed amounts could provide more effective cost 
containment results. 

Recommendation 
(21) BCLC and the Ministry of Finance should develop a 

comprehensive cost containment framework. 

Project portfolio management is a set of processes and business 
practices used to collectively manage current or proposed projects 
and ensure their alignment with organizational objectives.  BCLC 
has enhanced the project portfolio management process in the IT 
division by implementing new procedures, basic project analytics 
and reports.  Although progress has been made, the review 
identified the following areas for improvement: 

a) BCLC’s project portfolio management framework is not 
standardized across the organization, leading to inconsistent 
project management practices within divisions.   

b) Performance indicators are not universally used to report out 
on the status of projects (e.g., percentage of projects on 
budget and on time, percentage of projects that meet/exceed 
project benefits).  

c) In order to determine whether a project is on budget, BCLC 
compares the actual project cost against the “final approved 
budget”.  This approach does not always provide an 
accurate assessment since the “final approved budget” may 
encompass multiple changes to the original baseline budget 
that was approved for the project.   

Recommendations 
(22) BCLC should standardize its project portfolio management 

framework including key performance indicators.  

(23) BCLC should monitor project budget variance by 
comparing actual project cost to the baseline budget.   

Comprehensive 
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Business cases assist organizations in assessing the merits and 
critical assumptions of projects or initiatives, and allow for a robust 
assessment of the expected costs and benefits. 

BCLC prepares business cases for executive approval for major 
organizational or capital projects, including new IT systems.  
However, BCLC has not established clear criteria for determining 
when a project (operational or capital) requires a business case.  
Some projects which did not have business cases prepared would 
have benefited from additional analysis, oversight and 
accountability.   

In addition, BCLC’s business case template does not clearly 
demonstrate how benefits will be measured and monitored.  Where 
information was included, the analysis was not always sufficiently 
rigorous, and for the GMS project, resulted in benefits being 
significantly overstated.  This makes assessing whether the project 
achieved its goals difficult, if not impossible.   

BCLC acknowledges these areas for improvement in its current 
business case template and is introducing new templates in fiscal 
2014/15. 

Recommendation 
(24) BCLC should ensure that the business case process is 

sufficiently rigorous to allow for fully informed decision 
making and accountability.  

BCLC spent approximately $233 million on goods and services in 
fiscal 2013/14 and used three types of procurement methods: 
competitive bid, direct award and corporate purchasing cards for 
low dollar value purchases.  BCLC used competitive processes for 
88% of its purchases, with direct awards and corporate purchase 
cards accounting for the remaining 12%. 

BCLC’s procurement policies and procedures generally align with 
government’s procurement policy and provincial trade agreements.  
However, some of BCLC’s procurement practices could be 
improved by enhancing documentation practices and more clearly 
demonstrating value for money in procurement. 

In fiscal 2013/14, BCLC direct awarded over $27 million, of which 
$12 million did not require a justification.  Of the remaining 
$15 million, 13 contracts were sampled; seven of which 
($1.2 million total value) did not have appropriately documented 
justification.  There were also two contracts where the vendor 
delivered service prior to there being a signed contract between 
BCLC and the vendor.   

Business Cases 
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BCLC’s competitive bid process generally assesses business and 
technical solutions before considering pricing.  This approach may 
result in getting higher quality goods or services without 
demonstrating value for money.  This may be appropriate for 
specialized purchases, but may be less suitable in cases where 
goods and services are widely available.  

A sample of contracts found that required documentation was not 
always retained by BCLC.  For example, bid files for a significant 
procurement project had been inadvertently destroyed.  In addition, 
a large number of contract files sampled did not have key 
documentation such as conflict of interest forms, reference checks, 
and post-contract evaluations.  This is contrary to BCLC’s policies 
and procedures.   

BCLC issues corporate purchasing cards to some employees for 
low value purchases.  Approximately 30% of purchasing card 
transactions sampled were either without sufficient documentation 
or were not in compliance with policy.  To address this issue, BCLC 
updated its purchasing card policy which now requires the 
completion of a purchasing expenditure form stating the business 
expense rationale and identifying the attendees for business 
expenses, such as meetings.  

Recommendation 
(25) BCLC should ensure its procurement practices support the 

achievement of value for money. 

BCLC spent approximately $25 million on marketing, advertising 
and promotions in fiscal 2013/14; 50% was spent on lottery, 21% 
for gaming facilities and 19% for eGaming.  The remaining 10% 
was utilized for other advertising and marketing in areas such as 
social responsibility.  All BCLC advertising must comply with GPEB 
advertising and marketing and RG standards to help ensure 
gaming activities are carried out in a socially responsible manner.  

For lottery, sales are strongly linked to the size of jackpots and 
therefore BCLC increases its marketing efforts to attract the 
“jackpot chasers”; customers who typically purchase more tickets 
when the jackpot is larger.  Gaming facility marketing initiatives 
include game promotions, Encore reward offers, and location-
directed advertising.  The eGaming marketing focuses on media 
and digital advertising plus a variety of contests and promotions run 
throughout the year with the intention to acquire new players while 
retaining existing ones. 

Advertising and 
Marketing 
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While individual campaigns in some areas are assessed for their 
impact, overall BCLC cannot clearly demonstrate the return on its 
overall marketing and advertising expenditures. 

Recommendation 
(26) BCLC should be able to demonstrate the effectiveness of its 

overall marketing expenditures.  
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In July 2012, the Public Sector Employer’s Council (PSEC) issued 
the Crown Corporation Executive Compensation Policy 
(Compensation Policy) which included the following directives: 

a) salary freeze for executives; 

b) elimination of bonuses and implementation of salary 
holdbacks for executives; and 

c) elimination of perquisites and allowances. 

BCLC, along with other Crown corporations, are required to comply 
with PSEC directives.  As a result of this new compensation policy, 
BCLC eliminated perquisites and allowances and the employee 
bonus program.  Approval was granted for both management and 
executive to transition to a salary holdback program effective 
April 1, 2013 and April 1, 2014 respectively.  Professional and 
administrative employees changed to straight salary effective 
April 1, 2014.   

For executive, the changes made complied with PSEC’s policy. 
However, for some of the non-executive employees the changes 
were more generous, and contrary to the intent of the policy.  
Rather than adding each employee’s four year average bonus to 
the employee’s base salary, BCLC used a standard percentage or 
their actual, whichever was higher.  

As a result of BCLC’s changes to the compensation policy, four 
senior employees claimed constructive dismissal because of the 
salary freeze, reduction of potential bonus and elimination of 
$12,000 in annual perquisites. 

BCLC settled these claims by offering the employees 18 months of 
severance by way of salary continuance.  This cost BCLC 
approximately $1.2 million.  The four employees were given 
working notice of up to nine months in addition to 18 months of 
severance.  Working notice would normally be a reduction to the 
amount of severance paid.  The intent of PSEC’s policy changes 
was that working notice would be used to transition to the new 
policy and that no severance would be paid.  

In September 2014, PSEC issued additional guidance for Executive 
and Excluded compensation, to provide clarity on working notice 
and severance payments. 

Constructive 
Dismissal 

Crown 
Corporation 
Executive 
Compensation 
Policy 
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Other incentives available to employees include signing and 
retention bonuses, employee referral bonuses and recognition 
awards: 

• BCLC pays signing and retention bonuses to attract new 
employees or retain key staff.  In fiscal 2013/14, BCLC paid 
out $17,000 as signing and retention bonuses.  

• BCLC pays a referral bonus of $500 or $1,000 to employees 
for referring a successful candidate on a BCLC job posting.  
These rewards apply to any BCLC position and are not 
targeted at critical roles.  In fiscal 2013/14, $14,500 was paid 
in referral bonuses. 

• In addition to meeting and team building expenses, BCLC 
spent approximately $217,000 in fiscal 2013/14, on an 
employee recognition program that consists of giving cash, 
gift cards and merchandise to employees.  

BCLC completed a restructuring exercise in March 2014 as part of 
a strategy to reduce fiscal 2014/15 operating costs by $20 million.  
The plan anticipated the elimination of 68 positions, saving 
approximately $6.6 million.  As part of the restructuring exercise, 
BCLC offered early retirement and severance packages to 
employees, aged 50 and older, to reduce the impact of involuntary 
terminations. 

The restructuring resulted in 142 employees leaving BCLC and cost 
approximately $25 million, consisting of $11.6 million in severance 
payments and $13.5 million in pension and other costs.  During this 
restructuring, all senior manager-level employees and above 
received 18 months’ severance regardless of their length of service 
with BCLC.  Pension costs were significantly higher than initially 
forecast and then increased further because of higher than 
expected voluntary exits.  

These restructuring costs were recognized in fiscal 2013/14 and 
caused BCLC to exceed the Treasury Board directive to manage 
operating costs within 42.5% of net win.  With better internal 
planning and coordination, BCLC could have minimized the costs 
and staffing impact of this restructuring exercise. 

Recommendation 
(28) BCLC should improve planning and oversight over staffing 

and compensation initiatives.  

Other Incentives 

2013/14 
Restructuring 
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Appendix 1 – Summary of Recommendations 

1 BCLC should establish critical success factors for its lottery retailers in 
order to evaluate performance and report on results. 

2 BCLC should ensure that agreements with service providers include 
comprehensive performance standards. 

3 
BCLC and the Ministry of Finance should conduct a review of service 
provider commissions for gaming facilities to ensure an appropriate and 
effective structure. 

4 BCLC should explore potential cost containment opportunities available 
through the reduction of vendors and platforms. 

5 BCLC should evaluate options to improve inventory management systems. 

6 BCLC should develop a clear set of criteria for gaming facility 
procurement. 

7 BCLC should conduct a comprehensive post-implementation review of the 
GMS project that includes benefits realization. 

8 BCLC should ensure a consistent approach to administering the VSE 
program across gaming facilities and eGaming. 

9 BCLC should develop outcome based performance measures for 
responsible gambling. 

10 GPEB should develop comprehensive policies and standards to support 
the integrity of gaming. 

11 GPEB should implement a risk based approach to direct its activities in 
assessing compliance with gaming policies and standards. 

12 
BCLC’s board and executive should ensure that sufficient, appropriate and 
timely information is communicated and that strategies are appropriately 
challenged. 

13 Government should reinforce the roles and responsibilities for board 
members and executive within Crown corporations. 

14 BCLC should establish performance measures linked to corporate goals 
for each business unit. 

15 BCLC should establish an IT Steering Committee with representation from 
key functional areas across the organization. 

16 BCLC should develop plans for the decommissioning and replacement of 
key legacy systems that are expected to be retired. 

17 BCLC should ensure that BCP and DRP plans are developed, implemented 
and periodically tested. 
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18 BCLC should enhance its tracking and reporting of information security 
incidents, and communicate incident management policies to BCLC staff. 

19 
BCLC should ensure that security and privacy requirements for the 
protection of player information are implemented and followed by service 
providers. 

20 BCLC should ensure that corporate data is classified and that data 
ownership is fully inventoried. 

21 BCLC and the Ministry of Finance should develop a comprehensive cost 
containment framework. 

22 BCLC should standardize its project portfolio management framework 
including key performance indicators. 

23 BCLC should monitor project budget variance by comparing actual project 
cost to the baseline budget. 

24 BCLC should ensure that the business case process is sufficiently 
rigorous to allow for fully informed decision making and accountability. 

25 BCLC should ensure its procurement practices support the achievement of 
value for money. 

26 BCLC should be able to demonstrate the effectiveness of its overall 
marketing expenditures. 

27 BCLC should develop more challenging and comprehensive holdback 
measures. 

28 BCLC should improve planning and oversight over staffing and 
compensation initiatives. 

Appendix I



Appendix J 

MNP LLP, British Columbia Gaming Policy Enforcement Branch: AML Report, July 26, 
2016 
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