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FOREWORD
by ChiefExecutive, NeilMcArthur

The National Lotteryisanational
asset.Inthe25years sinceit was
launched, the National Lottery
hasraised over £40 billion for good
causes, transforminglives through
its contributiontothearts, sports,
heritage and communitiesup and
downthe UK.

The National Lotteryis also one of
the world's largest lotteries. 12 million
people take partinits draw-based
Lotto game each week and millions
more play itsinstant wingames.

There have beenthree competitions for
thelicence torunthe National Lottery
and the currentlicenceis due to expire
in2023. Therole of the Gambling
Commissionistodesignandrunthe
National Lottery licence competition,
and subsequently regulate the next
licence. We have a strong trackrecord
of safeguarding the National Lottery
and ensuring thatitis run with integrity,
protects players and maximises
returnsto good causes.

This document sets out the policy
areas thatwearelookingatintherun
up to the competition. We have already
spokento manyinterested parties

to help us develop our thinkingon
these policyissuesand help us shape
the future of the National Lottery.
Technology and communications
are changingatafastpaceandwe
want to ensure that we understand
the opportunities they present.

We want to build onthe tremendous
success of the National Lottery and
we are determined torun afairand
transparent competition process
that maximises the opportunities
forinnovation and creativity whilst
protecting the special status of the
National Lottery. We willbe continuing
our dialogue withinterested parties
over the comingmonths as we develop
our proposals. If you would like to find
out more about the competition or
want to speak to our team, please find
our contact details onthe back page
ofthisdocument.
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NeilMcArthur
ChiefExecutive
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THEFOURTH
NATIONAL
LOTTERY LICENCE
COMPETITION

The Gambling Commissionis

the UK'sindependent, statutory
body responsible forawarding the
licencetorunthe NationalLottery
and tasked withregulatingit to
ensure safe and fair play.

Thecurrentlicenceisdueto
expirein2023.

Aspart of ourresponsibility as a
regulator, we have three overriding
statutory duties:

1

ENSURING THENATIONAL
LOTTERYISRUNWITH
PROPRIETY

2

ENSURING THAT
PARTICIPANTS’' INTERESTS
AREPROTECTED, AND

3
(SUBJECTTOTHOSETWO
DUTIES) DOING OURBEST
TOENSURE THEPROCEEDS
FROMTHENATIONAL
LOTTERY AREAS GREAT
ASPOSSIBLE

Whilst the Gambling Commission
is responsible formanaging the
competitionandregulatingthe
National Lottery, the distribution
of fundsit generatesis separate.
Thisis carried out by independent
distribution bodies, overseen

by the Department for Digital,

THE Culture, Mediaand Sport (DCMS)
NATIONAL and devolved administrations.
LOTTERY"®

2|3 4th National Lottery Licence Competition | The Future of the National Lottery



THE
NATIONAL
LOTTERY®

LICENCE
COMPETITION

DESIGNING
THELICENCE
COMPETITION

Weare now preparing acompetition
toaward the fourth National Lottery
licence, which willrun from 2023.

The context for the National Lottery
has changed since the third licence

was awarded. For example, technology-

based products and services have
been widelyintroduced and continue
to change rapidly. We view the next
licence competitionas an opportunity
tobringinnovative newideas that
sustainand grow the National Lottery,
and ensure itremains relevant and
attractive toall parts of society.

COMMISSION

We have established ateamto
designand manage the competition
for the nextlicence. We are creating
alevel playing field for all potential
bidders and will run a fair, openand
robust competitionto help us meet
our statutory duties on propriety,
player protectionandreturns to
good causes.

Followingthe launch ofthe
programmein November 2018,

we have been carrying out market
engagementacross the globe to
explore opportunities forinnovation,
particularly the technology and
communications sectors, to help

us designthe nextlicence for2023
and beyond.

Thisdocument setsout the
key policy areas that willinform
the design of the nextlicence.



KEY
POLICY
AREAS

Wearebuildingalicence around three key policy areas,
all of which will be central to the design ofthe next
National Lottery.

Thefollowingis asummary ofthose policy themes:

1

PROTECTING
THENATIONAL
LOTTERY ASSET

* Propriety Brandis keyto generating

* Branding participationandtherefore
returns togood causes.

The Gambling Commission
ownsthe National Lottery
brandandassociatedintellectual
propertyandlicenses the operator
touseit. We willensure that the
National Lottery remains distinctive
andinstantly recognisable by
requiring the operatortouse
thebrandonlyinrelationto
National Lottery products.

We will ensure the operator
isfitand proper, andthat the
National Lottery continuesto
berunwithdue propriety.

Our checks willensure the operator
observes high standards of corporate
governance, including the way it
manages staff, contractorsandits
relationships with shareholders.

We willensure that the National Lottery
is financially resilientand run with
integrity, protectingits reputation
andbrandvalue.

We willensure the operator
innovates and collaborates
with fundingdistributors
toimprove the public's
understanding of the link
between playing the National
Lotteryand good causes.
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2
PROTECTINGAND
ENGAGINGPLAYERS

* Player protection
* National Lottery

portfolioof games
* Channelsofsale

Wewant the NationalLotteryto
bethesafest ofitskindinthe world.
Bidders must demonstrateahigh
standard of player protection.

We are setting outcomes-focused
licence conditions, forinstance to
prevent underage and excessive play,
toensure that players understand
the games and conditions of play,

and to deal effectively with complaints.

GAMBLING
COMMISSION

We are settingrequirementsin
the licence where we have identified
aspecificneedto protect players.

We willexpectthelicensee
to contribute toresearch,
preventionand treatment.

For games portfolio and channels
of sale, we want to allow the operator
ofthe nextlicence freedomto
develop the National Lotteryin
line with maximisingreturns to
good causes. We will streamline
the process for games approval
toallow greater flexibility and
improved time-to-market.

We will safeguard key features of
the National Lottery, forexample,
by ensuring that draw-based
gamesremainatits core.




3

INCENTIVISING
ANDMONITORING
THEOPERATOR'S
PERFORMANCE

* Number of licences

e Durationofthe
fourthlicence

* Retentionstructure

* Monitoring performance

Following feedback fromthe
market, it hasbeendecided that
thefourthlicence shouldbe
awardedtoasinglelicenseeas
thatis considered the best way
toservetheNational Lottery
andreturnstogood causes.

We have analysedincentive
properties, past performance
and overseas comparisons to
assesslicenceduration. Alicence
ofuptoten-yearswillallowtime
forinvestment while maintaining
competitive discipline.

Theretention structure determines
the proportion of revenue from
sales which goes to good causes,
and how muchis retained by the
operator. Compared with current
arrangements, the new structure
willalignthe operator'sincentives
across the portfolio more closely
withreturns to good causes.

We are developingatargeted

and proportionate approachto
monitoring operator performance
during the fourthlicence.
Thiswillinvolve abroad set of

tools and safeguardsincluding
earned autonomy, performance
metrics, astronger role for operator
assurance, and clear remedies for
under performance.
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