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Gambling Act 2005: Small Societies Lottery Registration

The Gambling Act 2005 repeals the Lotteries & Amusements Act 1976 and re-introduces the Local Authority systems for registration of small society lotteries (raffles, 100 club type draws etc.) The changes come into effect from 1 September 2007. The Gambling Commission, and not the Local Authority administer large non-commercial society lotteries.

1.
Definition of ‘Society’

1.1 
The society must be a non-commercial organisation. Section 19 of the 2005 
Act defined a society as non-commercial if it is:

a) for charitable purpose (as defined by section 2 of the Charities Act 2006);

b) for the purpose of enabling participation in, or of supporting, sport, athletics or a cultural activity; and 

c) for any other non-commercial purpose other than that of private gain.

1.2
The society must have been established for one of the permitted purposes, 
and the proceeds of any lottery must be devoted to those purposes. 

1.3
It is not permissible to establish for one of the permitted purposes, and three 
proceeds of any lottery must be devoted to those purposes.

2.
Key changes from the Lotteries & Amusements Act 1976

2.1
Local Authorities were responsible for registering small society lotteries under 
the Lotteries & Amusements Act 1976 Act. There will be number of 
differences between the regimes. In brief, the Act 2005 Act:

a) removes individual limits on the percentage of proceeds that may be applied to expenses or prizes – although the maximum global amount that can be deducted for expenses and prizes remains at 80%, with a minimum of 20% going to the purposes of the society;

(It should be noted that any fees payable to an external lottery manager would be included within the maximum 80% deductions for expenses and prizes. External lottery managers will also need an operator licence from the Gambling Commission)

b) allows rollovers of prize funds one lottery to another promoted by the same society, provided the maximum single prize does not exceed £25,000 or 10% of the gross proceeds;

c) permits the sale of tickets by an automated process; and 

d) removes the £2 maximum limit on ticket prices.

3.
Small society lottery financial limits under the 2005 Act

3.1
The total value of tickets to be put on sale per single lottery must be £20,000 
or less, or the aggregate value of tickets to be put on sale for all their lotteries 
in a calendar year must not exceed £250,000.

3.2 If the society plans to exceed either of these values they cannot be registered by the Local Authority and must be licensed by the Gambling Commission as a large lottery.

3.3 Every ticket must cost the same and the society must take payment for the ticket fee before entry to the draw is allowed.

4.
Other small society lottery registration requirements and information

4.1 The small society lottery organisation is required to register with the relevant Local Authority in whose area its principal office is situated.

4.2 Applications for registrations must be in the from prescribed by the Secretary of State (application form is available from the Licensing Section or via the Council website at www.braintree.gov.uk) and this must be accompanied by both the required fee (£40) and any necessary documentation. The form includes requirement for the applicant to provide a declaration in connection with the application.

4.3 Local Authorities are required by Schedule 11 of the 2005 Act to keep a register of small society lottery registrations, and in accordance with the recommendations of the Gambling Commission this will be made available to the public upon request. The Local Authority also has a duty to notify the Gambling Commission of approved registrations.

4.4 Registrations will run for an unlimited period, unless cancelled. The Local Authority will notify cancellations to the Gambling Commission.

4.5 A registered society may apply in writing to the registering authority for the registration to be cancelled. 

4.6
As soon as is reasonably practicable after receipt of an application under 
paragraph 52 a local authority shall— 


(a) cancel the registration, 


(b) notify the formerly registered society of the cancellation, and 


(c) notify the Commission of the cancellation.
4.7 
Paragraphs 47 and 48 of Schedule 11 of the 2005 Act specify the grounds for 
refusal of a small society lottery registration application. Grounds for refusal 
includes refusal or revocation of an operator licence in the past 5 years, not 
being a non-commercial society, a person connected with the promotion 
being convicted of a relevant offence, or false or misleading information being 
given in connection with an application. 

4.8 
A society will be given the opportunity to make representations where the 
Local Authority is minded to refuse an application. This may be via 
correspondence or a formal hearing. The applicant or society has a right of 
appeal within 21 days of the determination directly to the local Magistrate’s 
Court.      

5.
Lottery administration and returns

5.1 The small society lottery organisation must submit a return to the Licensing Section following each lottery held. This must be done NOT LATER than three months after the date of the lottery draw.
5.2 The return must be signed by two members of the society (who must be aged 18 or over) who are appointed in writing by the society for that purpose. Such a letter of appointment must accompany the return. Returns can be submitted by post or electronically to racsm@braintree.gov.uk.

5.3 The information that must be submitted is as follows:

· The arrangements for the lottery – specifically the date on which tickets were available for sale or supply, the dates of any draw and the value of the prizes, including any donated prizes and any rollover.

· The total proceeds of the lottery.

· The amounts deducted for expenses and prizes.

· Whether any expenses incurred were not paid for by deducting from the proceeds, and if so, any amount if such expenses and sources from which they were paid.

· The amount applied to the purpose of which the society is conducted this must be at least 20% of the proceeds.

5.4 Returns will be retained by the Local Authority for a minimum period of 3 years and may be inspected by the Gambling Commission within that time, or by the public for at least 18 months after the draw.

6.
Lottery tickets

6.1 Tickets can be physical or virtual (for example an e-mail or text message)

6.2 All tickets must state:

a) the name of the promoting society;

b) the price of the ticket (which must be the same for all tickets);

c) the name and address of the promoter for the society (or external lottery manager if there is one); and

d) the date of the draw, or information, which enables the date of to be determined.

Note: The requirement to provide this information can be satisfied by enabling the participant to retain it electronically or print it.

6.3 Persons can only sell tickets over the age of 16 to persons over the age of 16.

6.4 Tickets can be more than £2 each (the previous limit under the 1976 Act) Every ticket must cost the same and the society must take payment for the ticket fee before entry to the draw is allowed.

6.5 Tickets should not be sold in a street, but may be sold from kiosk, in a shop or door-to-door.

7.
Prizes

7.1 Prizes can be either cash or non-monetary.

7.2 Prizes, combined with any expenses, must not exceed 80% of the total proceeds of the draw. Donated prizes would not be counted towards this 80% limit but should still be declared on the return following the draw.

7.3 In accordance with section 175 of the Licensing Act 2003 minor raffles and tombolas involving prizes of alcohol are not licensable under the 2003 Act if certain conditions are fulfilled.

8.
Fees payable

8.1 
The fee payable with an initial application for registration is £40

8.2 
The annual fee payable for an ongoing registration is £20, and is payable 
within 2 months of the anniversary of the registration otherwise the 
registration will lapse. The first annual registration fee payment for existing 
registrations becomes due on 01 January 2008.

8.3 
All cheques should be made payable to Braintree District Council and sent to 
Licensing Section, Environmental Services, Causeway House, Braintree, 
Essex CM7 9HB.

Other Exempt Lotteries

10.
Incidental non-commercial lotteries

10.1 An incidental non-commercial lottery is one that is incidental to a non-commercial event. Examples may include a lottery held at a school fete or at a social event such as a dinner and dance. An event is non-commercial if all the money raised at the event including entrance fees goes entirely to purpose that are not for private gain: therefore a fundraising social event with an entrance fee would be non-commercial if the profits went to a society but would not be non-commercial if the profits were retained by the organiser for private gain.

10.2 The Gambling Act 2005 specifies that:

· The promoters of the lottery may not deduct more than £100 from the proceeds in respect of the expenses, such as the cost of printing tickets, hire of equipment etc. 

· The promoter of a lottery may not deduct more than £500 from the proceeds in respect of the cost of prizes.

· The lottery cannot involve a rollover of prizes from one lottery to another.

· Tickets must only be sold at the premises during the event, and the result must be made public while the event takes place.

11.
Private Lotteries

11.1 There are three types of private lotteries that qualify as exempt lotteries.

· Private society lottery – These can be promoted by authorised members of a society, and tickets can only be sold to other members of that same society, or to persons on the society premises. The lottery may only be prompted for a purpose, for which the society is conducted, and the society can be any group or society, provided it is not established and conducted for purpose connected to gambling. Examples of this type of lottery would include those limited to members of a working men’s club or a sports club, where guests at the club would not be permitted to participate.

·  Work lottery – the promoter of the lottery must work on the premises and tickets can only be sold to other people who work on the same premises. The lottery must not be run profit and all the proceeds must be used for prizes or reasonable expenses incurred in organising the lottery.
· Residents’ lottery – the promoter of the lottery must reside in a single set of premises and tickets can only be sold to other residents of the same set of premises (the residency requirement can still be satisfied where the premises are not the sole premises in which a person resides). The lottery must not be run for profit and all the proceeds must be used for prizes or reasonable expenses incurred in organising the lottery.
11.2 It is a requirement of the Act that no advertisement for a private society, work or residents’ lottery may be displayed or distributed except at the society or work premises, or the relevant residence, nor can such advertisements be sent to any other premises.

11.3 Rollovers are prohibited in private lotteries.

11.4 Private lotteries must comply with conditions set in part two of Schedule 11 of the Act, relating to the price and format of tickets, In summary these are:

· A ticket in a private society lottery may only be sold or supplied by or another person who is a member promoter or another person employed on the same premises, or in the case of a resident’ lottery by the promoter or another person who resides on the same premises.

· Rights conferred by tickets are not transferable and this should be made clear on the lottery tickets.

· Each ticket must state the name and address of the promoter or promoters of the lottery and the class of persons to whom the promoter(s) can sell or supply tickets.

· The price paid for each ticket in a private lottery must be the same, must be the shown on tickets, and must be paid to the lottery promoter before any person is given a ticket.

11.5 Private lotteries cannot be conducted on vessels. The Act’s definition of a vessel (section 353 (1)) is:

· Anything (other than a seaplane or amphibious vehicle), designed or adapted for navigation or other use in, on or over water;

· A hovercraft; or

· Anything, or any part of any place, situated on or in water.

12.
Customer lotteries 

12.1 Customer lotteries are run by the occupiers of business premises, who sell tickets only to customers present on their premises.

12.2 The Act requires the following as regards customers lotteries:

· A ticket in a customer lottery may only be sold or supplied by the promoter or by someone on their behalf.

· No advertisement may be displayed or distributed except on the business premises, or sent to any other premises.

· No ticket may result in the winner receiving a prize worth than £50.

· No rollovers of prizes between lotteries are permitted.

· Each ticket must state:

· the name and address of the promoter of the lottery;

· the class of persons to whom the promoters can sell or supply tickets;

· that the rights conferred by the sale or supply of a ticket in a customer lottery are not transferable. 

· Customer lotteries may not take place within seven days of another 
customer lottery promoted on the same business premises.

13.
Free draws and prize competitions

13.1 Prize competitions which are not otherwise betting, gaming or lotteries and free draws are exempt from regulatory control under the Gambling Act.

13.2 Prize “skill” competitions 

13.3
Genuine prize based on skill, judgement or knowledge are exempt from 
statutory control. The effect of section 14(5) of the Act is that a process is not
to be treated as relying wholly on chance if it contains a requirement to 
exercise skill and judgement or knowledge that is reasonably likely to:

· Prevent a significant proportion of people who wish to participate from doing so; or

· Prevent a significant proportion of people who participate from receiving a prize.

13.4
A competition that requires payment to enter and does not meet the test set 
out above is likely to be an illegal lottery and the operators of such 
competitions be liable for prosecution.

13.5
Prize draws

13.6
In order for an arrangement to be a lottery persons must be required to pay 
to participate. Accordingly a “free” draw is not a lottery and is exempt from 
statutory control.  Schedule 2 of the Act lays down the rules as to what is to 
be treated as payment for the purpose of distinguishing free draws from other 
lotteries.

13.7
The schedule envisages two circumstances.

Firstly, cases where there is only one entry route. Here, ‘free’ will include any method of communication (post, telephone or other) at ‘normal rate’, which is defined as “a rate, which does not reflect the opportunity to enter a lottery” (paragraph 5 of schedule 2). There can be no premium over what it would normally cost to use that method of communication.

Secondly, cases where there is a choice of entry route, Here, the arrangement will not be treated as requirement payment if:

· Each individual has a choice whether to participate by paying or by selling a communication;

· That communication is either a letter sent by ordinary post or some other method which is neither more expensive nor less convenient than entering by the paid route (there can be no premium over what normally cost to use that method of communication). 

· The choice must be publicised so that it is likely to come to the attention of all potential participants; and 

· The system for allocation prizes does not distinguish between using the paid or the free route.

13.8 
Schedule 2 also makes provisions for product promotions. These are 
permitted where the price of the good or service does not include any 
element, which reflects the opportunity to participate in the promotion.

Please note: This document has been drafted for general information purposes. Whilst    every effort has been made to ensure accuracy, the Authority accepts no liability for any error or omission. If you have any enquiries you should contact the Licensing Section, the Gambling Commission or your own legal adviser for advice.  
