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LEGISLATIVE COUNCIL BRIEF

BETTING DUTY ORDINANCE (CAP. 108)

BETTING DUTY (AMENDMENT) BILL 2003

INTRODUCTION

At the meeting of the Executive Council on 1 April 2003, the
Council ADVISED and the Chief Executive ORDERED that-

() the Betting Duty (Amendment) Bill 2003 at Annex A should be
introduced into the Legidative Council (LegCo);

(b)the licence for conducting football betting should include the
licensing conditions as set out in paragraphs 22 to 43 below;

(c) the licence for conducting the Mark Six Lottery should include
the licensing conditions as set out in paragraphs 44 and 45 below;
and

(d)a dedicated fund for implementing preventive and remedial

measures to address gambling-related problems should be
established as set out in paragraphs 46 to 49 below.

JUSTIFICATIONS
A. Background
2. On 26 November 2002, we announced Government s decision to

authorize and regulate football betting in Hong Kong. We aso decided
that the Hong Kong Jockey Club (HKJC) should be licensed as an
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operator of football betting in Hong Kong for an initial period of five
years. We need to give effect to this decision through necessary
legislative amendments and other arrangements.

B. TheBill
(a) Authorization of football betting

3. Under the existing Gambling Ordinance, all gambling activities
are illegal, except (i) gaming expressly exempted under the Ordinance
(mainly gambling on social occasions not promoted by way of trade or
business); (ii) betting authorized under the Betting Duty Ordinance
(betting on horse racing run by HKJC and the Mark Six Lottery run by
the Hong Kong Lotteries Board); or (iii) activities licensed by the
Commissioner of Televison and Entertainment Licensing (such as
mahjong parlours). We plan to authorize football betting by way of
licensing and to impose a betting duty on the betting proceeds. This
approach is similar to that in the case of horse racing and the Mark Six
Lottery. Wetherefore need to amend the Betting Duty Ordinance for the
purpose.

(b) Power to authorize football betting by licence and to impose
sanctions in the event of non-compliance with licensing
conditions

4. We propose to provide the Secretary for Home Affairs (SHA)
with the power to authorize by licence a company to conduct football
betting and to impose conditions in the licence as he sees fit, including
sanctions for non-compliance with the licensing conditions. Thiswould
enable SHA to authorize by licence HKJC or any other company to
conduct football betting in Hong Kong. It is intended that only one
organization--a wholly-owned subsidiary of HKJC--would be licensed to
conduct football betting.

5. To ensure that the authorized football betting operator would
comply with the licensing conditions, we also propose to empower SHA
to impose the following sanctions in the event of non-compliance:



(i) Financia penalties

SHA could impose a financial penalty in the event that the licensee
has contravened any condition in the licence.

We propose to set maximum limits for the financial penalty, with the
lowest level for the first substantiated breach and progressively
higher levels for subsequent and repeated breaches, as follows:

First $500,000
Second $1,000,000
Third and subsequent ~ $5,000,000

The limits have been determined having regard to the nature of the
breaches and the need to achieve areasonable deterrent effect.

(ii) Revocation of licence

SHA should have the power to revoke the licence by giving notice to
the licensed operator, if the latter has failed to comply with
provisions in the Betting Duty Ordinance or a condition of the
licence; or if the licensee has gone into liquidation. SHA sdecision
to revoke a licence should be proportionate and reasonable in relation
to the ground for revocation, having regard to all the facts and
circumstances in the case.

6. We also propose to provide the licensee with the right to appeal
to an appeal board comprising members appointed by the Chief Executive
if the licensee is not satisfied with the decision of SHA to impose a
financia penalty, vary the conditions of the licence, or revoke the licence
within 30 days after anotice is given relating to the decision concerned.

(c) Typesof football betsand matches

7. We propose to empower SHA to allow the licensee to accept
football bets which would be limited to “fixed odds’ and “ pari-mutuel”
games as defined in the licensing conditions. Fixed odds betting refers
to bets on a game where a punter s winnings are determined when he



places the bet and unaffected by any subsequent bets or changes in odds.
Pari-mutuel betting is a system of betting on an event whereby a punter' s
winnings are determined by the total amount of bets and their respective
sharesin thetotal.

8. Despite the fact that illegal bookmakers are offering mostly fixed
odds betting, we propose to permit the licensed operator to offer
pari-mutuel games (in addition to fixed odds games), mainly for two
reasons:

(i) This is to enhance the licensed operator s edge against its
competitors (both illegal bookmakers and operators licensed
overseas) by providing it with the flexibility to capitalize on its
higher betting turnover; and

(i) This would allow the operator to diversify the types of bets for
the purpose of ensuring better risk management, which is
conducive to the stability of gross profits and hence revenue from
betting duty.

9. As regards the particular fixed odds or pari-mutuel games and
football matches available for betting, we propose not to specify them in
the Bill. This is to provide the licensed operator with adequate
flexibility in responding to the dynamic changes in the football betting
market. This is aso in line with international practice regarding
legislation on football and other sports betting.

(d) Betting Duty

10. We propose to impose a betting duty on football betting, and to
charge it on the basis of “gross profits’ from both fixed odds and
pari-mutuel games. Gross profits would be the difference between the
total football bets accepted by the licensed operator and the total payouts
to the punters in respect of matches played within a specified period.

11. Specifically, betting duty on football betting will be set at a flat
rate of 50% on gross profits. Gross profits would be assessed on an
annual basis (annua accounting period) without any roll-over from one



accounting period to another.

12. We consider that the proposed tax rate of 50% strikes a
reasonable balance between the need to ensure the competitiveness of
HKJC s football betting operation vis-a-vis other bookmakers, and the
need to secure areasonable amount of tax revenue for Government. The
Financial Secretary will review this rate in the light of operating
experience and in the context of the annual Budget exercise.

13. We propose to require the licensee to make monthly provisiona
payment on the basis of the gross profits in the relevant month and the
past month(s) within the same charging period, subject to a final
assessment by the end of the accounting period. We propose to provide
the Collector of Stamp Revenue appointed under the Stamp Duty
Ordinance (the existing public officer authorized to collect betting duty
on horse racing and the Mark Six Lottery under the Betting Duty
Ordinance) with the powers to raise an assessment on the licensee in
respect of betting duty chargeable on football betting; to collect betting
duty; to recover any betting duty required to be paid to Government; and
to do other specified things incidental to the effective exercise of such
powers. We also propose to impose on the licensee a number of
requirements relating to betting duty, including filing of betting duty
returns, making duty payment and keeping of records. The licensee would
also have the right to appeal against the assessment to the District Court.

(e) Hedgingor laying-off of bets

14, We propose to allow the licensed operator to lay off football bets
with overseas bookmakers as a risk management measure. Hedging is
also carried out by licensed bookmakers in, for example, the United
Kingdom.  In this connection, we propose to exempt the licensed
operator from the offence of betting with an unauthorized bookmaker
under section 8 of the Gambling Ordinance, and the bookmakers who
accept such hedged bets from the licensed operator from the offence of
unauthorized bookmaking under section 7 of the same Ordinance. To
prevent abuse, we propose to restrict this exemption to those hedged bets
made by the licensee in its company's capacity (as opposed to by
individual employees of the licensee). The hedged bets should also be



those related to the operation of authorized football betting. Specifically,
the hedged bets must be confined to those bets on the particular matches
for which the licensee has aso been taking bets; the hedged bets must be
placed for the purpose of hedging against the risk of loss that the licensee
may suffer from the conduct of betting on the match; and the bets are
placed with bookmakers in places outside Hong Kong where such bets
could be received in accordance with the laws of those places. These
would be set out in the Bill.

15. We also propose to include in the licensing conditions a series of
safeguards against abuse.  Specifically, the licensee would be required to
keep detailed records of all hedging transactions for inspection and
checking as and when required by SHA. The licensee would aso be
required to prescribe detailed operational and procedural guidelines on
placing hedged bets and such guidelines would have to be approved by
SHA before application.

16. We propose to include both the amount of hedged bets placed
and the winnings from such bets in the calculation of betting duty,
whereby the amount of bets placed would be deducted from, and
winnings be added to, the gross profits for duty purpose. This would
enable the licensee to reduce its risk exposure, thereby operate on a
higher betting turnover.

(f) Gaming Commission
17. We propose to provide for the establishment of the Gaming
Commission, as well as its role and functions, in the Bill. Specifically,
the Gaming Commission should be responsible for advising SHA on the
following aspects -
(i) regulation of the conduct of football betting and lotteries in
accordance with the provisions of the Betting Duty Ordinance
and the licensing conditions;

(i) compliance with the licensing conditions by the licensees;

(iii) handling of public complaints relating to the compliance of the



licensing conditions by the licensees;
(iv) imposition of financial penalties on the licensees; and

(v) issuance and revocation of football betting and lottery licences;
and variation of the conditions of such licences.

18. We also propose to provide for the composition of the Gaming
Commission. The Commission should consist of not less than 11
members to be appointed by the Chief Executive. Of these 11 members,
three should be public officers. The Chief Executive would appoint one
of the members of the Commission to be the Chairman.

19. The above proposed ambit and composition of the Gaming
Commission would enhance the transparency and accountability of the
gambling regulatory regime by bringing in an element of public scrutiny
over the conduct of both football betting and the Mark Six Lottery.

(g) Dissolution of the Lotteries Board

20. We propose to take the opportunity to rationalize the gambling
regulatory regime by —

(i) abolishing the Hong Kong Lotteries Board (the current licensee
of the Mark Six Lottery); and

(ii) empowering the SHA to grant a licence to the HKJC Lotteries
Limited (a wholly-owned subsidiary of HKJC), or any other
organization for operating such a lottery as may be specified in
the licence, and in accordance with conditions set out in the
licence.

21. We consider the continued existence of the Hong Kong L otteries
Board as the licensee of the Mark Six Lottery no longer necessary,
following the authorization of HKJC Lotteries Limited by licence to
conduct the Mark Six Lottery (see paragraph 23 below), and the inclusion
of the Mark Six Lottery within the ambit of the Gaming Commission.



C. Licensing Conditionsfor Football Betting
(@) Licenceto HKJC’ swholly-owned subsidiary

22. We propose that the licence for football betting should be
granted to the HKJC Football Betting Limited, a wholly-owned
subsidiary of HKJC set up specifically for the purpose, as requested by
HKJC. Thisismainly for two reasons-

(i) to ensure that football betting would be operating as an on-going
and self-sustainabl e stand-al one business; and

(ii) to enable HKJC to separate its football betting operations from
the rest of its businesses, especially horse racing and the Mark
Six Lottery. Owing to the unique risk element inherent in the
operation of fixed odds football betting, HKJC is concerned that
any legal liability arising from football betting would adversely
affect its other businesses, i.e. horse racing and lotteries.

23. For the reasons stated in paragraph 22 above, the licence for the
Mark Six Lottery be granted to HKJC Lotteries Limited--another
wholly-owned subsidiary specifically set up by HKJC for this purpose.

24. The separation of HKJC s football betting business from the rest
of HKJC s operations would help to ensure that each of them would be
commercialy viable in its own right, which is conducive to the stability
of betting duty revenue. Moreover, this arrangement would also help to
avoid the possihility (although remote) that the other businesses of HKJC
would be affected by a court injunction order arising from any major
legal dispute relating to the operation of football betting.

25. To ensure that HKJC would shoulder a reasonable degree of
responsibility over this particular subsidiary, we propose to provide in the
Bill that any change in the Memorandum and Articles of Association
(MAA) of the licensee, which should include the composition of the
board of directors, would be subject to the approval of SHA. For the
licence to HKJC Football Betting Limited, we would require the MAA to



provide that the majority of the members of the board of directors of the
licensee should be made up of HKJC stewards; and the Chairman of the
board of directors should also be a steward of HKJC.

26. We would aso require HKJC--the parent company of the
licensee on football betting--to sign a guarantee agreement with the
Government to provide for the following-

(i) HKJC undertakes to repay any debt due to the Government from
the licensee including all responsibilities relating to betting duty
on football betting under the Betting Duty Ordinance, in the
event that the licensee fails to do so under any circumstances;
and

(i) HKJC indemnifies the Government against the liabilities arising
from any claims from any party adversely affected by the default
of the licensee.

(b) Licenceperiod

27. The licence should last for an initial period of five years, and
whether it should be renewed or not should be decided by SHA.

(c) Typesof matches

28. We propose that football betting could be conducted on al
football matches of major professional football leagues, international
football tournaments or competitions, with the exception of those matches
involving Hong Kong teams.  The underlying reason is that most illegal
football gambling activities which we aim to combat through regulation
are on major international football matches.

29. We propose to prohibit bets on matches involving Hong Kong
teams generally, for the following reasons-

(i) to prevent match-fixing; and

(ii) we see no need to alow betting on local football matchesin order



to combat illegal football betting since there has yet been alarge
and persistent demand for betting on local football matches.

30. We also propose to allow betting on certain matches involving
Hong Kong teams with the permission of SHA on a case-by-case basis.
The rationale is that we need to preserve the possibility of allowing
betting on international football tournaments on a case-by-case basis
where a Hong Kong team is able to enter the fina stage, if a strong
demand for betting on such matches has been established.

(d) Typesof bets

31 We propose to alow the licensee to offer fixed odds and
pari-mutuel betting on approved football matches in relation to the results
and contingencies of such matches, instead of specifying the details of the
particular betting games. This seeks to provide the licensee with the
flexibility to offer and adjust bet types in line with changing demand in
the market, hence ensuring its competitiveness vis-a-visillegal operators.

(e) Number of betting outlets and locations

32. We propose that there should be a maximum number of betting
outlets as determined by SHA from time to time and that SHA s prior
approval would be required for the opening of new outlets. Following
the existing practice regarding HKJC s Off-course Betting Branches
Centres (OCBBs), SHA would determine the maximum number and
locations of betting outlets after taking into account all relevant
considerations, such as public demand for the particular betting services,
prevalence of illega gambling in the vicinity, and impact on
neighbouring areas.

(f) Other means of taking bets
33. We propose to alow the licensee to take bets through telephone,

on-line medium (including the Internet) and other telecommunication or
electronic means.
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(g) Credit betting

34. We propose that the licensee should not be allowed to offer any
credit for betting or to accept credit cards for settlement of betting
transactions in order to prevent excessive gambling among punters.

(h) Agerestriction

35. To prevent underage betting, we propose that the licensee shall
not accept bets from any person under 18 years of age. Nor shal it
accept any request for payment of winnings from any person under 18
years of age.  The licensee should also be required to take reasonable
measures to prevent admission of persons below 18 years of age to its
betting premises.

(i) Advertising

36. We propose that the licensee should not (i) advertise football
betting on television or on the radio during the family viewing hours
prescribed by the Broadcasting Authority; (i) advertise in ways which
would exhort the public to bet; or (iii) target persons under 18 years of
age in their advertisements. These seek to protect children and
adolescents from being attracted to gambling.

37. We aso propose to provide that SHA could issue Codes of
Practice on advertising as and when appropriate. This would enable
SHA to prescribe detailed guidelines on particular aspects of advertising
on football betting and to tackle any specific issues of concernin this area
which may arise after the licence has been granted. We should make it
clear that the failure of the licensee to observe any such Codes of Practice
shall not of itself be considered as a breach of any licensing condition, but
would be taken into consideration as to whether the licensing condition
has been contravened. SHA could also consult the Gaming Commission
on the contents of any Codes of Practice beforeit isissued.
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(j) Preventive measuresagainst gambling-related problems

38. We propose to require the licensee to display signs and other
notices of reasonable size and clarity within its premises, for the purpose
of informing punters that excessive gambling could create problems and
providing information on avenues for seeking help relating to problem
and pathological gambling.

39. We also propose to provide that SHA could issue Codes of
Practice on preventive measures against gambling-related problems,

(k) Consumer protection

40. We propose to require the licensee to disseminate within its
betting premises and on its website essential information relating to its
betting products, including essential rules of the bet types, percentage of
turnover as payouts, cost of bets as appropriate. The licensee should
also be required to secure that all winnings in every game available for
betting be paid to persons eligible to claim them in accordance with the
relevant betting rules. Moreover, the licensee should aso not be
allowed to disclose the identity of any person who has won any winnings,
except in the event that the disclosure is required by law.

(1) Provision of information

41. We propose to require the licensee to provide SHA with
information relating to the compliance with the licensing conditions, as
specified by SHA.

42. Separately, in addition to the information required in the
legidation, we propose to require the licensee to provide Government
with their annual audited accounts as well as other supporting books and
accounts relating to the operation of football betting as required by
Government. This is to ensure that the licensee remains a financialy
viable organization during the licence period, which is essentia to its
competitiveness against other bookmakers and the stability of betting
duty revenue. This also enables Government to assess the operating
costs for football betting incurred by the licensee so as to determine the
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appropriate betting duty rate in future.
(m) Punitive measur es against non-compliance

43. As set out in paragraph 5 above regarding the proposed enabling
powers of SHA regarding punitive measures against the licensegs
non-compliance with licensing conditions, we propose that SHA could
Issue warning letters to or impose financial penalties on the licensee if he
is satisfied that the licensee has breached any licensing condition. We
also propose that SHA could revoke the licence at any time with notice,
in the event that the licensee has contravened the Betting Duty Ordinance,
any licensing conditions or that it has refused to pay the financial penalty
so imposed. Lastly, we also propose to provide that the licensee could
surrender the licence after giving no less than six months' advance notice
to SHA.

D. Licensing Conditionsfor Mark Six Lottery
44, Asinthe case of football betting (see para 22 above), we propose
to grant the licence for the Mark Six Lottery to HKJC Lotteries Limited--
wholly-owned subsidiary of HKJC set up specifically for the purpose.
45, We propose to include all the above licensing conditions in
respect of football betting in the licence to HKJC Lotteries Limited for
the Mark Six Lottery, with the exception of the following:
(@) Licence period
We propose to stipulate that the licence for the Mark Six Lottery
should be one which is renewable on a bi-annual basis. Thisis
in line with the arrangement under the current licence to the Hong
Kong Lotteries Board for the Mark Six Lottery.
(b) Typeof bets

We propose to state that the licensee is allowed to operate the
Mark Six Lottery (with a proper definition for it).
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E. Dedicated fund for problem gambling

46. We plan to set up a dedicated fund for financing the following
activities:

(@) research and studies on gambling-related issues and problems;

(b) public education and other measures to prevent gambling-related
problems; and

(c) counselling and treatment as well as other remedial services for
problem and pathological gamblers, and those affected by them.

47. The use and application of the above fund would be determined
by SHA. A dedicated committee would also be set up for the purpose of
managing the fund.

48. As regards financial arrangements, we have reached an
agreement with HKJC whereby the latter would contribute to the fund in
the following manner:

(@ $24 million for the first two years of its football betting licence
period; and

(b) at least $12 million and possibly up to $15 million each year as
from the third to the fifth year of its football betting licence
period.

49, The funding should be used to finance the measures and
activities within the ambit of the fund, as well as to cover the expenses
necessarily incurred in managing and administering the fund.
IMPLICATIONS OF THE PROPOSAL

50. The proposal to charge a betting duty on the gross profits of

football betting would bring additional recurrent revenue for the
Government. Based on the assumption that the annual turnover of
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authorized football betting would be around $30 billion with gross profits
of around $3 billion (ignoring the effect of hedging), we estimate that the
annual duty revenue from authorized football betting activities would be
around $1.5 billion during theinitial one to two years.

51. The proposal aso has economic, civil service, and sustainability
implications, as set out at Annex B.

52. The proposal is in conformity with the Basic Law, including the
provisions concerning human rights. The Bill will not affect the current

binding effects of the Betting Duty Ordinance and the Betting Duty
Regulations. It has no productivity or environmental implications.

THE BILL
53. The main provisions are:

(@) Clauses 6 to 10 dea with the dissolution of the Hong Kong
L otteries Board;

(b) Clause 13 adds a new part to the Betting Duty Ordinance to deal
with betting on football matches and lotteries. It comprises 5
divisions:

(i) Division 1 deals with the interpretation of the Division;

(ii) Division 2 provides for the establishment of the Gaming
Commission;

(iii) Division 3 provides for the authorization of conduct of
football betting and the betting duty arrangement;

(iv) Division 4 provides for the authorization of conduct of
lotteries and the betting duty arrangement; and

(v) Division 5 relates mainly to the power of SHA in relation to
the conduct of authorized football betting and lotteries.

Apart from the power to issue Codes of Practice, SHA is
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aso empowered to vary the conditions of the licences;
impose financial penalties on the licence holders and revoke
the licences and the Secretary' s decisions are subject to
appeal by an appeal board.

(c) Clause 13 also adds a new Part 4 to the Betting Duty Ordinance to
deal with miscellaneous matters.

(d) Clauses 17 to 22 amend the Betting Duty Regulations. The
major change is the addition of a new provision that requires
football betting conductorsto file returns for taxation purpose;

(e) Clause 23 vests the rights and liabilities of the Hong Kong
Lotteries Board in the HKJC.

LEGISLATIVE TIMETABLE
54, The legidative timetable will be as follows:

Publication in the Gazette 4 April 2003

First Reading and commencement 9 April 2003
of the Second Reading Debate

Resumption of Second Reading to be notified
debate, committee stage and Third
Reading

PUBLIC CONSULTATION

55. We briefed the LegCo Panel on Home Affairs on three occasions
after we announced our decision to authorize and regulate football betting
on 26 November 2002. We attended a series of public forums and
media programmes to explain our decision. We also met with a number
of opposition groups for the purpose of listening to their concerns and
suggestions, especially on how best to provide preventive and remedial
services for tackling gambling-related problems.
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56. We have discussed with the HKJC regarding the betting duty rate,
the major licensing conditions, and other related matters as proposed
above. Those proposals are generally agreeable to the HKJC.
PUBLICITY

57. A press release will be issued. A spokesman will be available

to answer media and public enquiries.

ENQUIRIES

58. For enquires, please contact Ms Esther Leung, Principal Assistant
Secretary for Home Affairs, at 2835 1484.

Home Affairs Bureau
April 2003
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A BILL
To

Amend t he Betting Duty Ordi nance to enpower the Secretary for Hone
Affairs to authorize betting on football matches, to charge
a duty on the net stake receipts derived fromthe conduct of
aut hori zed betting on football matches, to all ow conpanies
t hat conduct authorized betting on football matches to bet
on football matches for hedgi ng purpose, to anend the | aw
relating to the authorization of lotteries, to provide for
t he dissolution of the Hong Kong Lotteries Board, and to
est abl i shabodytobeknownasthe Gam ng Comm ssi on; toprovide
for the vesting of rights and liabilities of the Hong Kong
Lotteries Board in the Hong Kong Jockey Cl ub; and to provide

for related matters.

Enacted by the Legislative Council.

1. Short title and comencenent

(1) ThisOdinancemaybecitedastheBetti ngDuty (Amendnent)
O di nance 2003.

(2) This Odinance shall cone into operation on a day to be
appoi nted by the Secretary for Home Affairs by notice published

in the Gazette.
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PART 1

AVENDMVENTS TO BETTI NG DUTY ORDI NANCE AND
| TS SUBSI DI ARY LEG SLATI ON

Betting Duty Ordinance

2. Long title substituted
The long title to the Betting Duty Ordi nance (Cap. 108) is
repeal ed and the follow ng substituted —

“To provide for the authorization of cash-sweeps, lotteries,
betting on horse or pony races and betting on foot bal
mat ches; tochargedutiesinrelationtothose authorized
betting activities; to establish a body to be known as
the Gam ng Commi ssion; to amend the lawrelating to

ganbling; and to provide for related matters.”.

3. Part headi ng added
The following is added before section 1 —
“PART 1

PRELI M NARY” .

4. Section added
The followi ng is added -
“ 1A Interpretation

I nt hi s Ordinance, unl essthecontext otherw serequires—



Page 3

“aut hori zedbettingactivity” ( ) meansthebetting
activity that is authorized under section 2, 3, 6G or
6S;

“chargi ng period” ( ) neans, in relation to a footbal
betti ng conductor, a charging period as defined under
section 6K

“Col lector” ( ) nmeans the Collector of Stanp Revenue
appoi nted under section 3 of the Stanp Duty O di nance
(Cap. 117);

“conpany” ( ) nmeans a conpany within the nmeaning of the
Conpani es Ordi nance (Cap. 32), or a conpany registered
under Part Xl of that Ordinance,

“footbal I” ( ) does not i ncl ude Aneri can f oot bal | or rugby;
“football betting conductor” ( ) nmeans a conpany

that is authorized under section 6Gto conduct betting
on football matches;

“lottery conductor” ( ) nmeans a conpany that is
aut hori zed under section 6S to conduct lotteries;

“net stakereceipts” ( ) means t he net stake receipts
as cal cul at ed under secti on 61 and adj ust ed under secti on
6J;

“specifiedforni ( ) means aformspeci fi edunder secti on

7(3).".
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11.

Part headi ng added
The follow ng is added before section 2 —

“PART 2

CASH- SWEEPS AND BETTI NG ON HORSE OR PONY RACES’.

Appoi ntment, function and constitution of
Hong Kong Lotteries Board

Section 4A is repeal ed.

Meetings of the Board

Section 4B is repeal ed.

Al | ocation of proceeds of a lottery

Section 4C is repeal ed.

Aut hori zation of lotteries

Section 4D is repeal ed.

Interpretation

Section 4E is repeal ed.

Restriction on sale of tickets
Section 5 is anended -
(a) by renunbering it as section 5(1);

(b) by addi ng -

Page 4
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“(2) Apersonwhocontravenes subsecti on
(1) commts anoffenceandisliabletoafine

at level 3.7".

12. Duty in relation to cash-sweeps and
betting on horse or pony races

Section 6 is anmended -
(a) in subsection (1), by repealing “Odinance” and
substituting “Part”;
(b) by repealing subsection (1A);
(c) in subsection (3), by repealing “, (1A)7;
(d) in subsection (5), inthe definition of “overseas
bet” -
(i) by adding “Hong Kong Jockey” before
“Cl ub”;
(ii) by repealing “Odinance” and

substituting “Part”.

13. Parts added
The foll ow ng are added -
“PART 3

BETTI NG ON FOOTBALL MATCHES AND LOTTERI ES

Division 1 — Interpretation of Part 3

6A. Interpretation

In this Part —
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(a) “Secretary” ( ) meanst he Secretary for Hone

Affairs;

(b) “financial penalty” ( ) neans a financi al

penal ty inposed under section 6Z;
(c) areferenceto aconditionof alicence shal
be areferenceto aconditionsubject towhich

thelicenceisissued, ortocontinueinforce.

Division 2 - Gami ng Conmm ssion

6B. Establishnment and conposition
(1) There is established a body called the “Gam ng

Comm ssion” in English and * " in Chinese.

(2) The Chief Executive shall appoint -

(a) 3publicofficersasnenbersof the Comm ssi on;

(b) not less than 8 persons, who are not public
of ficers, as menbers of the Conmm ssion; and

(c) one of the nenbers as the Chairperson of the
Conmi ssi on.

(3) As soon as practicable after a person i s appoi nted
as, or has ceasedtobe, anenber of t he Comm ssi on, t he Secretary
shal |l publish a notice of that fact in the Gazette.

(4) A nenber of the Conm ssion may resign at any tine
from nmenbership by notice in witing given to the Chief

Executi ve.
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6C. Function

(1) The function of the Comm ssion is to advise the
Secretary on matters provided for or otherwise relating to
this Part, including —

(a) the regulation of the conduct of betting on
football matches and lotteries;

(b) theissuance and revocation of |icences under
this Part, andthe variationof theconditions
of such licences;

(c) inrelationtoalicenceissuedunderthisPart —

(i) the conpliancewith the conditions
of the licence; and

(ii) the handling of conplaints that
relate to non-conpliance with the
conditions of the licence; and

(d) the inposition of financial penalties.

(2) The Commi ssion is neither a servant nor an agent
of the Governnent and does not enjoy any status, inmunity or

privilege of the Governnent.

6D. Performance of function
The Commi ssion may performits function at the request

of the Secretary or on its own initiative.
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6E. Meetings and procedure

(1) The Comm ssion shall neet at such tinmes and at such
pl aces as its Chairperson may appoint.

(2) The Comm ssion may nmake rul es regul ating the
procedure at its neetings.

(3) Subject to any rul e made under subsection (2), the
Comm ssionmay transact i ts busi ness by circul ati on of papers

(4) Aresolutionin witing that is approved on
circulation of papers by a mgjority of the nenbers of the
Comm ssion shall bevalidasif theresolutionhad been passed
at a neeting of the Conm ssion by the votes of the nenbers

so approving the resol ution.

Division 3 — Betting on football matches

6F. Interpretation of Division 3
In this D vision —

“football betting duty” ( ) nmeans the duty that is
charged under section 6H

“last charging period” ( ) neans, in relation to a
football betting conductor, the charging period that
comestoanendwhent heconductor’slicenceisterm nated;

“notice of assessnent” ( ) means a noti ce of assessnent

gi ven under section 6N
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“provi sional paynment” ( ) means t he provi si onal paynent

that a football betting conductor is required to nmake

under section 6L.

6G  Aut horization of betting on foot bal
mat ches

(1) The Secretary may, byissuingalicencetoaconpany,
aut hori ze the conpany to conduct betting on the results of,
or contingencies relating to, football matches.

(2) The termfor which the licence is issued shall be
specified in the licence.

(3) Thelicencemay beissuedsubject tosuchconditions
as the Secretary may think fit, including but not limtedto
conditions relating to -

(a) the categories of matches on whi ch betti ng may
be conduct ed;

(b) the manner and formin which bets may be
accept ed;

(c) the keeping of prem ses for accepting bets,
t he nunber of such prem ses and the persons
who may enter such prem ses;

(d) the persons fromwhom bets may be accept ed;

(e) the conduct of advertising and pronoti onal
activities,

(f) theprovisionof informationtothe Secretary;

and
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(g) the adoption of preventive neasures agai nst

probl enms relating to ganbling.

6H. Football betting duty

(1) Adutyischargedat therate of 50%on the net stake
recei ptsthat arederivedfromtheconduct of aut hori zedbetting
on foot bal | mat ches by a f oot bal | betting conductor i nrespect
of each chargi ng peri od.

(2) The duty shall be payable by the football betting
conduct or .

(3) The Legislative Council may, by resol ution, anend

the rate of duty specified in subsection (1).

6l. Calculation of net stake receipts
(1) Subject to any adjustnents nmade under section 6J,

the net stake receipts that are derived fromthe conduct of
aut hori zed betting on football matches by a football betting
conductor in respect of a charging period is cal cul ated by
using the follow ng mat hematical formula —

A-B
where -

A represents the total anount of bets that are —

(a) accepted by the conductor; and

(b) relevant to that charging period;
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B represents the total anount of di vi dends t hat
have, within that charging period, becone
payabl e by the conductor.

(2) For the purpose of subsection (1), abet isrel evant
to a charging period if, wthin that charging period, the
conduct or becones -

(a) entitled to forfeit the bet; or

(b) liable to pay a dividend on the bet.

(3) If -

(a) theconductor’slicenceisrevokedor ot herw se
term nated; and

(b) after the termnation, the conpany to which
the |licence was issued becones —

(i) entitledto forfeit a bet that was
acceptedbeforetheterm nation; or
(ii) liabletopay adividendonthe bet,

t hen —

(c) the bet is taken to be relevant to the |ast
chargi ng period; and

(d) any dividend that becones payable after the
termnation is taken to have becone payabl e

within the | ast chargi ng peri od.

6J. Adjustnments to net stake receipts
(1) For thepurposeof section6l, thenet stakereceipts

that are derived fromthe conduct of authorized betting on
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football matches by a football betting conductor in respect

of a charging period shall be adjusted by addi ng an anount

t hat i scal cul atedbyusi ngthefol | owm ngmat hemati cal fornul a—
(C-D + (E- F)

where -

C representsthetotal amount of divi dendsthat —
(a) are payable by the conductor; and
(b) have, withinthat chargi ngperiod, becone

uncl ai med di vi dends;

D represents the total anmount of unclai ned
di vi dends that are subsequently paid, within
t hat chargi ng period, by the conductor;

E represents the total anount of divi dends that
becone, within that charging period, payable
to t he conduct or on hedgi ng bets pl aced by t he
conduct or;

F represents the total anount of hedgi ng bets
that are —

(a) paid or payable by the conductor; and
(b) relevant to that chargi ng period.
(2) For the purpose of subsection (1) -

(a) if the dividend payable on a hedging bet is
expressed in a currency other than Hong Kong
dol l ars, the anpbunt of the dividend shall be
converted t o Hong Kong dol | ars at an exchange

rate that is acceptable to the Collector as
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prevailing in Hong Kong when the dividend
becones payabl e;

(b) if the anpbunt paid or payable for a hedging
bet i s expressedinacurrency ot her than Hong
Kong dol | ars, the anmount shall be converted
t o Hong Kong dol | ars at an exchange rat e t hat
is acceptable to the Collector as prevailing
i n Hong Kong when t he anount becones payabl e;
and

(c) ahedgingbet isrelevant toa charging period
if, within that chargi ng period, the person
who received the bet becones -

(i) entitled to forfeit the bet; or
(ii) liabletopay adividendonthe bet.
(3) |If, after the last charging period —

(a) adividend becones an uncl ai ned di vi dend, the
di vidend i s t aken t o have becone an uncl ai ned
dividend within the | ast chargi ng period;

(b) an unclainmed dividend i s subsequently paid,
t he uncl ai med di vidend i s taken to have been
paid within the | ast chargi ng peri od;

(c) a dividend becones payabl e on a hedgi ng bet,
t he dividend is taken to have becone payabl e
within the | ast charging period; and

(d) the person who has received a hedgi ng bet

becones -
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(i) entitled to forfeit the bet; or
(ii) liabletopay adividendonthe bet,
the bet is taken to be relevant to the | ast
char gi ng peri od.
(4) In this section -
(a) if adividendis not paidwthin 60 days after
t he day on whi ch t he di vi dend becones payabl e,
t he di vi dend becones an uncl ai ned di vi dend at
the end of the 60 days;

(b) “hedging bet” ( ) neans a bet that is

pl aced by the conductor under section 6Q

6K. Definition of “charging period”
(1) Subject toany agreenent nmade under subsection (3),
“charging period” ( ) nmeans, in relation to a footbal

betting conductor, a period within which the |licence issued
to the conductor is in force, being -
(a) aperiodthat begins withthe day on which the
licence comes into force and ends wth —
(i) the next following 31 March; or
(ii) +the date on which the licence is
t erm nat ed,
whi chever is the earlier; or
(b) any subsequent periodthat beginswith1April
and ends with -

(i) the next follow ng 31 March; or
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(ii) the date on which the licence is
t er m nat ed,
whi chever is the earlier.
(2) For the purpose of subsection (1), if -

(a) before the licence is termnated, the
conductor is issuedwth anewlicence under
section 6G and

(b) the termof the newlicence is to start
i medi ately after the term nation of the
original I|icence,

t hat subsection applies as if the termof the new licence
were an extended termof the original |icence.
(3) The Collector may agree with the conductor -

(a) inrelationtoachargingperiodthat has begun
but not cone to an end, to change the date on
whi ch that charging period is to come to an
end; or

(b) inrelationto a charging period that has not
begun, tochangeeither or bothof thefoll ow ng
dates —

(i) the date on which that charging
period is to begin;
(1i) the date on which that charging
period is to cone to an end.
(4) Anagreenent made under subsecti on (3) has no ef f ect

if, according to the agreenment —
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(a) adaycoveredbyachargingperiodisnot covered
by the termof the licence;

(b) a day covered by the termof the licence is
not covered by any chargi ng period; or

(c) a day covered by the termof the licence is

covered by nore than one charging period.

6L. Provisional paynents

(1) Wthinl5daysafter eachaccounti ngdayi nachargi ng
period, afootball betting conductor shall nmake a provi si onal
paynment to the Coll ector.

(2) The provisional paynent is cal cul ated by using the
foll ow ng mat hematical fornmula —

X-Y

where —

X representstheanount of football bettingduty
that the conductor would be liable to pay if
the accounting day were the | ast day of that
char gi ng peri od;

Y represents the total anount of provisional
paynents t hat t he conduct or has nmade for that
char gi ng peri od.

(3) Innmakingaprovisional paynent, the conduct or shal |
submt tothe Coll ector acal cul ation sheet, inthe specified

form show ng howthe anbunt bei ng pai d has been arrived at.
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(4) The Col l ector shall apply all provisional paynents
made by a football betting conductor for a charging period
t owar ds settl ement of thefootball bettingdutythatispayable
by the conductor for that charging period.

(5 A football betting conductor that, w thout
reasonabl e excuse, contravenesthi ssectionconmtsanoffence
and is liable to a fine at |evel 3.

(6) Inthissection, “accounti ng day” ( ) means any

day within a charging periodthat is the | ast day of a nonth.

6M  Demand for provisional paynent

(1) If a football betting conductor has not nade a
provi si onal paynent in full, the Collector may, by notice in
witing givento the conductor, demand paynent of the unpaid
anount .

(2) The notice shall specify the manner in which and
the date on or before which the anount shall be paid.

(3) |If aconductor fails to make paynent i n accordance
with the notice, the Governnent nmay recover t he unpai d anount

as a civil debt.
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6N. Assessnent of net stake receipts

(1) As soon as practicable after the end of a chargi ng
period, the Col | ector shall assess the net stake receiptsthat
wer e deri ved fromt he conduct of aut hori zed betti ngonfootball
mat ches by a football betting conductor in respect of that
char gi ng peri od.

(2) The assessnent nay only be radewithin 6 years after
the end of that charging period.

(3) |If, based on the assessnent -

(a) thefootball betting duty payabl e exceeds the
provi si onal paynents t hat have been nade, the
conductor shall pay the difference to the
Col | ector in accordance with the notice of
assessnment; or

(b) the provisional paynents that have been nmade
exceeds t he f oot bal | betting duty payabl e, the
Col I ector shall refund the difference to the
conduct or .

(4) As soon as practicabl e after nmaki ngthe assessnent,
t he Col | ector shall give the conductor a notice of assessnent
in witing, specifying -

(a) the amount of the net stake receipts as
assessed;

(b) the amount of football betting duty that is

payabl e;
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(c) thetotal anpbunt of provisional paynents t hat
have been made;

(d) if subsection (3)(a) applies, the anount t hat
the conductor shall pay, and the date on or
bef ore which the anmount shall be paid; and

(e) if subsection (3)(b) applies, the anount t hat

the Coll ector shall refund.

60Q. Surcharge

(1) |Ifafootball bettingconductor failstonmkepaynent
i naccordance with a notice of assessnent, the Col |l ector nmay,
by noticeinwitinggiventotheconductor, demandt heconduct or
to pay a surcharge.

(2) The surcharge shall not exceed 5%of t he anpbunt t hat
the conductor has failed to pay.

(3) The Governnment may recover any unpai d surcharge as

a civil debt.

6P. Appeal agai nst assessnent

(1) Afootball betting conductor that is dissatisfied
Wi th an assessnent under section 6N may appeal against the
assessnent tothe District Court wwthinlnonthafter the date
on which the notice of assessnent is given.

(2) The appeal shall be made by gi vi ng anoti ce of appeal

inwiting to the Registrar of the Court and the Col | ector.
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(3) As soon as practicable after receiving the notice

of appeal, the Collector shall -
(a) state and sign a case, setting out —

(i) a summary of the facts that are
rel evant to the assessnent; and
(ii) how the assessnent has been nmade;
and
(b) serve a copy of the case on the conductor, the
Regi strar and the Secretary for Justice.

(4) The appeal may only be set down for hearing within
14 days after copi es of the case have been served i n accordance
wi th subsection (3)(b).

(5) The Court shall determ nethe appeal by rescinding,
varying or confirm ng the assessnent, and may make such ot her
orders as the Court thinks fit.

(6) |If, according to the assessnent, any anount is
payabl e by t he conduct or under section 6N, the nmaki ng of the
appeal does not affect the conductor’s obligation to pay the

anount .

6Q Conductors may bet for hedgi ng purpose
(1) A Tfootball betting conductor may pl ace a bet on a
football match if —
(a) the conductor has, in accordance with this
Ordi nanceandt hecondi ti ons of t heconductor’s

i cence, accepted bets on the match;
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(b) the bet placed by the conductor is received
by a person in a place outside Hong Kong in
accordance with the | aw of that place; and

(c) thebet isplacedbytheconductor for theonly
pur pose of hedgi ng agai nst exposuretotherisk
of | oss that the conductor may suffer fromthe
conduct of betting on the match.

(2) For the avoi dance of doubt, it is declared that —

(a) afootball betting conductor that pl aces a bet
under subsection (1) does not commit any
of fence under section 8 of the Ganbling
Ordi nance (Cap. 148); and

(b) the personwhoreceivesthebet does not conm t

any of fence under section 7 of t hat Ordi nance.

6R  Restrictions relating to footbal
betting tickets

(1) Apersonshall not make, print, issue, sell or offer
to sell a football betting ticket unless the person is —
(a) a football betting conductor; or

(b) so acting on behalf of a football betting
conduct or.
(2) A person who contravenes subsection (1) comm ts an
offence and is liable to a fine at |evel 3.

(3) Inthis section, “football betting ticket” (

) neans a ticket that is used or to be used to —
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(a) record the placing of a bet with a foot bal
betti ng conductor; and

(b) claimany dividendthat is payabl e onthe bet.

Division 4 — Lotteries

6S. Authorization of lotteries

(1) The Secretary may, byissuingalicencetoaconpany,
aut hori ze the conpany to conduct lotteries.

(2) The termfor which the licence is issued shall be
specified in the |licence.

(3) Thelicence may bei ssued subject tosuchconditions
as the Secretary may think fit, including but not limtedto
conditions relating to -

(a) thetypes of lotteries that nmay be conduct ed,;

(b) the manner in which lotteries may be drawn;

(c) the manner in which the results of lotteries
may be announced;

(d) the persons fromwhom bets nay be accept ed;

(e) the conduct of advertising and pronotional
activities;

(f) theprovisionof informationtothe Secretary;
and

(g) the adoption of preventive neasures agai nst

problens relating to ganbling.
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6T. Duty on and allocation of proceeds
(1) Adutyis charged at therate of 25%on t he proceeds
of each lottery that is conducted by a |lottery conductor.
(2) The duty shall be payabl e by the |l ottery conductor.
(3) The conductor -

(a) shall allocate 54%of the proceeds in prizes,
whet her in that lottery or any other lottery
as the conductor nmay determ ne;

(b) shall pay 15%of t he proceedsintothelotteries
Fund; and

(c) may retain 6%of the proceeds as conm ssi on.

(4) The Legislative Council may, by resol ution, anend
the rate of duty and the percentages of all ocation specified
in subsections (1) and (3) respectively.

(5 In this section —

“LotteriesFund” ( ) mreansthelotteri es Fundestabli shed

by aresol uti on made and passed by t he Legi sl ati ve Counci |
on 30 June 1965 (Cap. 2 sub. leg. D) and published in
the Gazette,

“proceeds” ( ) neans, inrelationto alottery, the total

amount of bets that are placed on the lottery.

6U. Restrictions relating to lottery
tickets

(1) Apersonshall not nmake, print, issue, sell or offer

to sell a lottery ticket unless the person is —
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(a) a lottery conductor; or
(b) so acting on behalf of a lottery conductor.
(2) A person who contravenes subsection (1) comm ts an
offence and is liable to a fine at |evel 3.
(3) Inthissection, “lotteryticket” ( ) means
a ticket that is used or to be used to —
(a) record the placing of a bet with a lottery
conductor; and

(b) claimany prize that is payable on the bet.

Division 5 — Provisions relating to
Iicences issued under Part 3

6V. Interpretation of Division 5
In this Division —

“Appeal Board” ( ) means t he Appeal Board establi shed
under section 6ZC

“hol der” ( ) neans, inrelationto alicence, the conpany
to which the licence is issued;

“I'i cence” ( ) nmeans a |icence issued under section 6G or

6S.

6W  Approval of constitution

(1) The constitution of a licensed conpany shall not

be anended wi thout the prior approval of the Secretary.
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(2) Despite anything provided for in the constitution
of a licensed conpany, any anendnent of the constitution in
contravention of subsection (1) shall be of no effect.

(3) In this section —

“constitution” ( ) means, in relation to a conpany, the

menor andum and articl es of associ ati on of the conpany,
or other instrunment constituting or defining the
constitution of the conpany;

“licensed conpany” ( ) nmeans a conpany that holds a

| i cence.

6X. Codes of practice on conpliance with
Iicence conditions

(1) For the purpose of giving guidance on how the
conditions of licences may be conplied with, the Secretary
may fromtine to time issue codes of practice.

(2) TheSecretarymayfromtinetotinerevisethecodes

(3) Inany proceedi ngs, i ncludi ng appeal s under secti on
6ZB, if it isrelevant todecide whether the hol der of alicence
has failed to conply with a condition of the Iicence -

(a) theholderisnot takentohavefailedtoconply
wi ththe conditiononly because of thefailure
to conply with a code that relates to the

condi tion; and
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(b) afailureto conply with a code that rel ates
to the condition shall be adm ssible in

evi dence.

6Y. Variation of |licence conditions
(1) The Secretary may, by notice in witing given to
the holder of a licence, vary the conditions of the |icence
by -
(a) changing the ternms of any condition of the
i cence; or
(b) inposing newconditions subject to which the
licence is to continue in force.
(2) The notice shall specify the reasons for varying
the conditions of the licence.
(3) Before varying the conditions of a |licence, the
Secretary shall -
(a) give the holder of the licence a reasonabl e
opportunity to nmake representations; and

(b) consider the representations, if any.

6Z. Financial penalties

(1) The Secretary may, by notice in witing given to
t he hol der of a licence, inpose a financial penalty on the
holder if the holder has failed to conply with a condition

of the licence.
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(2) Afinancial penalty that is inposed on the hol der
of a licence shall not exceed -
(a) $500,000 for the first occasion on which a
financial penalty is inposed on the hol der;
(b) $1,000,000 for the second occasi on on which
a financial penalty is inposedonthe hol der;
or
(c) $5,000,000 for the third or any subsequent
occasi on on which a financial penalty is
i nposed on the hol der.
(3) The notice shall specify -
(a) the reasons for inposing the penalty;
(b) the amount of the penalty inposed; and
(c) the manner in which and the date on or before
whi ch the penalty shall be paid.
(4) Before inposing a financial penalty on the hol der
of a licence, the Secretary shall -
(a) give the holder a reasonabl e opportunity to
make representations; and
(b) <consider the representations, if any.
(5) The Secretary shall not i npose a financial penalty
under this section unless, in all the circunstances of the
case, the financial penalty is proportionate and reasonabl e

inrelation to the failure that gave rise to the penalty.
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(6) Afinancial penalty shall be paidtothe Gover nnent
and t he Gover nnent may recover any unpaid penalty as a civil
debt .

(7) If the holder of alicence has duly paida financi al
penal ty, the Secretaryshal |l not revokethelicenceonlybecause
of the failure that gave rise to the penalty.

(8) For the purpose of this Part, if the Appeal Board
hasvari edafinancial penalty, theobligationtopaythepenalty

shal | be di scharged by paying the anmount as vari ed.

6ZA. Revocation of |icences
(1) The Secretary may, by notice in witing given to
t he hol der of alicence, revokethelicenceif the holder has —
(a) contravened this O dinance;
(b) failed to conply with a condition of the
l'i cence;
(c) failed to pay a financial penalty;
(d) gone into liquidation; or
(e) enteredintoaconpositionor arrangenent with
its creditors.
(2) The notice shall specify the reasons for revoking
the |icence.
(3) Before revoking a licence, the Secretary shall -
(a) give the holder of the licence a reasonable
opportunity to nmake representations; and

(b) ~consider the representations, if any.
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(4) The Secretary shall not revoke alicence under this
section unless, in all the circunstances of the case, the
revocationis proportionate and reasonableinrelationtothe

reason that gave rise to the revocation

6ZB. Appeal s agai nst financial penalties,
variation of |licence conditions
and revocation of |icences

(1) If the holder of a licence is not satisfied with
a decision of the Secretary to —
(a) vary the conditions of the licence;
(b) inpose a financial penalty on the hol der; or
(c) revoke the |icence,
t he hol der may appeal agai nst t he deci siontothe Appeal Board.
(2) The appeal shall be nade by gi vi nganoti ce of appeal
inwiting to the Chairperson of the Board. The appeal may
only be made wi thin 30 days after the day on whi ch notice of
the decision is given to the hol der.
(3) |If an appeal is nade agai nst a deci sion, the effect
of the decision is suspended until the appeal is determ ned

by the Board.

6ZC. Establishnent and conposition of
Appeal Board

(1) For thepurposeof determ ni ngappeal sunder section
6ZB, there is established an Appeal Board.
(2) Subject tosubsection(3), the Chief Executiveshall

appoi nt —
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(a) a person, whois qualifiedfor appointnent as
aDi strict Judgeunder section5of theDi strict
Court Ordi nance (Cap. 336), ast he Chai rperson
of the Board; and

(b) not less than 4 other persons as nenbers of
t he Board.

(3) No public officer shall be appointed under
subsection (2).

(4) As soon as practicable after a person i s appointed
under this section, or has ceased to be so appointed, the
Secretary shall publish anotice of that fact inthe Gazette.

(5) A person who is appoi nted under this section may
resign at any time by notice in witing given to the Chief

Executi ve.

6ZD. Determ nation of appeals
(1) Thejurisdictionof the Appeal Board i n determ ni ng
an appeal shall be exercised by -
(a) the Chairperson of the Board; and
(b) not less than 2 nenbers of the Board as the
Chai r person nmay desi gnate for the appeal
(2) Questions before the Board shall be determ ned by
the majority of the persons hearing the appeal, and in the
event of an equality of votes the Chairperson shall have a

casting vote.
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(3) Subject to this Part, the Chairperson nmay decide
on any matter of practice or procedurerelatingtothe hearing
of appeal s.

(4) In determning an appeal, the Board may -

(a) receive evidence on oath;

(b) admt or take into account any statenent,
docunent, i nformati onor matter whet her or not
it woul d be adm ssi bl e as evidence in a court
of law, and

(c) by notice in witing, sunmon any person to
appear before it to produce any docunent or
to give evidence.

(5) |If anoticeis given under subsection (4)(c) to a
person, and the person fails to, wthout reasonabl e excuse —

(a) conply with the notice; or

(b) answer truthfully and conpletely a question
put to him by the Board,

the person commts anoffenceandisliabletoafineat |evel
3.

(6) The Board shall determ ne the appeal by reversing,

varying or confirm ng the decision that is appeal ed agai nst.

The determnation is final.

6ZE. G ving notices under this Division
Anoticethat isrequiredto be givenunder this Division

to the hol der of alicence may be gi ven by sendi ng the notice
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to the address of the holder by registered post.

6ZF.

shal |

Keepi ng of

(1)

(2)

PART 4

M SCELLANEQUS

records

Apersonwho conduct s anaut hori zedbettingactivity

(a)

(b)

keep sufficient records, in the English or
Chi nese | anguage, of all receipts, paynents
andot her transactionsrelatingtotheactivity,
i n such a manner that enabl es t he duty char ged
under this Ordinance in relation to the
activity to be readily ascertained; and
keep those records for a period of not |ess
than 7 years after the conpletion of the

transactions to which they rel ate.

In this section, “records” ( ) includes —

(a)

(b)

books of account (whether kept in a |legible
form or in a non-legible formby neans of a
conputer or otherwi se) that record receipts
and paynents; and

vouchers, bank st atenents, i nvoices, receipts,
and such ot her docunents as are necessary to

verify the entries in the books of account.
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(3) Apersonwho, wi t hout reasonabl eexcuse, contravenes
this section cormmits an offence and is liable to a fine at

| evel 3.

6ZG  Production of records for inspection
(1) On being so requested by the Collector, a person
who keeps a record under section 6ZF shall -

(a) produce the record for inspection by the
Col l ector at such place and tinme as the
Col l ector may reasonably direct;

(b) providetothe Collector a copy or an extract
of the record in such formas the Coll ector
may reasonably direct.

(2) Apersonwho, wi t hout reasonabl eexcuse, contravenes
this section conmmits an offence and is liable to a fine at

| evel 3.

6ZH. Provision of certain information to
Col | ect or

(1) |IftheCollector reasonablybelievesthat any person
has information that affects the anount of a duty that may
be col | ect ed under t hi s Ordi nance, t he Col | ect or may, by noti ce
inwiting givento the person, require the personto provide
theinformationtothe Collector, insuchformand before such
date as may reasonably be specified in the notice.

(2) Apersonwho, wi t hout reasonabl eexcuse, contravenes

a requi renment under subsection (1) conmits an offence and i s
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liable to a fine at | evel 3.

6Zl. Duty recoverable as civil debt
The Governnment may recover any duty payabl e under this

O di nance as a civil debt.".

14. Section substituted
Section 7 is repealed and the follow ng substituted —
“7. Regul ations and forns
(1) The Chi ef ExecutiveinCouncil may makeregul ati ons —

(a) requiring persons who conduct authorized
bettingactivitiestoprovidetothe Coll ector
such i nformation about the activities as the
regul ati ons nmay specify;

(b) providing for the manner and period i n which
duti es charged under this Odi nance shall be
pai d; and

(c) providing for any matter that i s necessary or
expedi ent for —

(i) securing the paynent of duties
charged under this Odinance; or
(ii) carryingout orgivingeffecttothis
O di nance.
(2) A regulation made under this section may provide
t hat acontraventi onof any regul ati oni s anof fence puni shabl e

by a fine at |evel 3.
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(3) The Collector nmay specify fornms for the purpose of

this Ordi nance.”.

15. Penal ti es

Section 8 is repeal ed.

16. Section added
The following is added -
“9. Evasi on of duty
(1) A person who evades, or assists another person to
evade, a duty that is payable under this Odi nance commts
an offence and is liable —
(a) on summary conviction, to a fine at |evel 3,
an additional fine and inprisonnent for 6
nmont hs; or
(b) on indictnent, to a fine at level 5, an
additional fine andinprisonnent for 3 years.

(2) Inthis section, “additional fine” ( ) means

a fine of treble the anount of the duty that, because of the

of fence, has not been paid or underpaid.”.
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Betting Duty Regul ati ons

17. Interpretation
Regul ation 2 of the Betting Duty Regul ati ons (Cap. 108 sub.
leg. A is anended -
(a) by repealing the definitions of “Board” and
“Col l ector”;
(b) by repealing the definition of “lottery” and
substituting —

““lottery” ( ) means a | ottery conducted

by a | ottery conduct or under section 6S

of the Ordi nance;”.

18. Collection of betting duty in respect
of cash-sweeps and betting on horse
or pony races
Regul ation 3 is anended -
(a) in paragraph (1) -
(i) byadding“bettingonhorseor ponyraces”
before “in Hong Kong”;

(i1) byadding“, inthespecifiedform” after
“statenment”;

(b) by repealing paragraph (6);

(c) by repealing paragraph (7) and substituting —

“(7) A person who, w thout reasonable

excuse, contravenes this regulation commts
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an offence and is liable to a fine at |evel

3.7.

19. Regul ation added
The following is added -

“3A. Subm ssion of returns in respect of
betting on football nmatches

(1) Afootball bettingconductor shall, within 3 nonths
after the end of each chargi ng period, submt tothe Coll ector
areturn, in the specified form setting out the net stake
recei pts that were derived fromthe conduct of authorized
betting on football matches by the conductor in respect of
t hat chargi ng peri od.

(2) The return shall be acconpani ed by —

(a) a financial statenent show ng the net stake
recei pts of the conductor in that charging
period, whichisauditedbyaqualifiedperson;
and

(b) an audit report prepared by the qualified
person in accordance w th paragraph (3).

(3) The audit report shall include a statenent signed
by the qualified person certifying that, in the opinion of
the qualified person -

(a) the conductor has kept records in accordance
wi th the Ordinance;

(b) the financial statenent has been prepared and

audi ted i n accordance with those records; and
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(c) the net stake recei pts shown i n the statenent
has been cal cul ated in accordance with the
O di nance.
(4) A football betting conductor that, w thout
reasonabl e excuse, contravenes this regulation conmts an
offence and is liable to a fine at |evel 3.

(5 Inthisregulation, “qualified person” ( )

means a person who is qualified for appointnent as auditor
of aconpany under t he Pr of essi onal Account ants O di nance ( Cap.
50) and i s not disqualifiedunder section 140 of t he Conpani es

Ordi nance (Cap. 32).7".

20. Collection of duty in respect of
lotteries

Regul ation 4 is anended -
(a) in paragraph (1) -
(i) byrepealing“The Secretary of the Board”
and substituting “Alottery conductor”;
(ii) byadding“, inthespecifiedform?” after
“statenment”;
(b) in paragraph (2) -
(1) by repealing “Board” and substituting
“conductor”;
(ii) by repealing “6” and substituting “6T";
(c) by repealing paragraph (3);

(d) by adding -
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“(4) Alottery conductor that, w thout
reasonabl e excuse, contravenes this
regul ation conmts an offence and is liable

to a fine at level 3.7.

21. Duty to a debt to the Governnent

Regul ation 5 is repeal ed.

22. Collector may specify formof statenents

Regul ation 6 is repeal ed.

PART 2

TRANSI TI ONAL PROVI SI ONS

23. Rights and liabilities of Hong Kong
Lotteries Board

(1) Anyrightorliabilitythat wasvested, i nmedi atelybefore
t he commencenent of this Ordi nance, in the then existing Hong Kong
Lotteries Board shall on that commencenent be vested in the Hong

Kong Jockey C ub

(2) In this section, “Hong Kong Lotteries Board” (
) meanst heboar dt hat was est abl i shedunder t her epeal edsecti on

4A of the Betting Duty Ordi nance (Cap. 108).

Expl anat ory Menor andum

The mai n purposes of this bill are to -
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(a) enpower theSecretaryfor HoneAffairs(“Secretary”)
to authorize betting on football matches;

(b) <chargeadutyinrelationto authorized betting on
f oot bal | mat ches;

(c) amendthelawrelatingtoauthorizationof |otteries;
and

(d) establish the Gam ng Conm ssion to advi se the
Governnment on matters relating to the regul ation
of betting on football matches and lotteries.

2. Part 1 anends the Betti ng Duty Ordi nance (Cap. 108). The main
features of the anendnents are as follows -

(a) clause 5 adds a new Part heading to the O di nance.
The exi sting provi sions that rel ate to cash-sweeps
and betti ng on horse or pony races are grouped under
the new Part 2;

(b) <clause 13 adds a new Part 3 to the Ordi nance, to
deal withbettingonfootball nmatchesandl otteries.
This Part conprises 5 Divisions —

(i) Dvisionl1ldealswthinterpretation of
t he Di vi sion;
(ii) Dvision2relates to the establishnent
of the Gam ng Conmi ssi on;
(iiti) Dwvision3relatestobettingonfootball
mat ches. The Secretary i s enpowered to
aut horize, by issuing |icences,

conpani es t o conduct betting on foot bal |
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mat ches (newsecti on6G . Aconpany t hat
hol ds suchalicenceiscalleda*“football
betting conductor”. A duty, known as
football betting duty, is charged onthe
net stake receipts that are derived from
t he conduct of authorized betting on
football matches by a football betting
conductor in respect of each charging
period (new section 6H). The duty is
payabl e af t er t he end of a char gi ng peri od
but a football betting conductor is
required to make provisional paynents
within a charging period at regul ar
intervals (new section 6L). Al
provi si onal paynents are to be applied
towards settlenent of the foot bal
betting duty. After the end of each
chargi ng period, the net stake receipts
that were derived in respect of that
chargi ng period will be assessed by t he
Col | ect or of St anp Revenue (“Col | ector”)
(new section 6N), and the assessnent is
subj ect to appeal to the District Court
(new section 6P). On the other hand, a
football betting conductor may, under

limted circunstances, bet on f oot bal
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(v)
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mat ches for the purpose of hedgi ng (new
section 60Q;
Division 4 relates to lotteries. At
present, the Hong Kong Lotteries Board
is the only body that is licensed to
conduct lotteries. By clauses 6 to 10,
this Board wi Il be dissolved. |Instead,
the Secretary i s enpoweredto authori ze,
by i ssuinglicences, conpani estoconduct
| otteries(newsection6S). Aconpanyt hat
hol ds suchalicenceiscalleda“lottery
conductor”;

Division 5 relates to the 2 types of

i cencesissuedunder thenewPart 3. The

provisions fall into 2 nmain categori es.

Firstly, i f aconpany hol ds suchalicence

any purported anmendnent of the

constitutionof theconpanyshall, unl ess
approved by t he Secretary, be of noeffect

(new section 6W. Secondly, the

Secretary is enpowered to —

(A) issue codes of practice on howthe
condi tions of theselicences can be
conplied with (new section 6X);

(B) wvary the conditions of these

I icences (new section 6Y);
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(© inpose financial penalties on
I icence hol ders who fail to conply
wi ththe conditions of |icence (new
section 62);

(D) revoke these licences (newsection
6ZA) .

The exercise of these powers by the

Secretary is subject to appeal to an

i ndependent Board (new sections 6ZB to

6ZD) , whose nmenbers are appoi nted by t he

Chi ef Executi ve;

(c) clause 13 al so adds a newPart 4 to the O di nance,

whi ch deal s with m scel | aneous matters. This Part

i ncl udes provisions on —

(i)

(i)

Giii)

t he keeping of records by those who
conduct authorized betting activities
under the Ordinance (new section 6ZF);
t he production of such records for

i nspection by the Col | ector (newsection
620 ;

the duty on any personto provide to the
Col  ector information that affects the
anount of any duty that may be col | ect ed
under the Ordinance (new section 6ZH);

and
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(iv) thecreation of anewoffence on evasi on
of duties (new section 9);

(d) clauses 17to 22 anend the Betting Duty Regul ati ons
(Cap. 108 sub. leg. A). The major change is the

addition of a new provision that deals with
subm ssi onof returnsbyfootbal | betti ngconductors

(new regul ati on 3A).

3. Part 2containstransitional provisions. Inparticul ar, cl ause
23veststherightsandliabilities of the Hong Kong Lotteries Board

in the Hong Kong Jockey C ub



Annex B
CIVIL SERVICE IMPLICATIONS

The extra workload arising from the need to implement the
regulatory system on authorized football betting, to service the gaming
commission, and to administer the use of the dedicated fund would be
absorbed within the responshility of the existing subject officers
responsible for gambling policy in Home Affairs Bureau (HAB). Thisis
not expected to have any significant impact on staff morale. The
financial implications arising from this proposal would be absorbed
within HAB's operating expenditure envelope. The extra workload
arising from the administration, assessment and collection of betting duty
on football betting would be absorbed within the Inland Revenue
Department.

2. The diversion of illegal football gambling activities into the
authorized channel would enable the Police to dedicate their resources
and focus on major bookmaking syndicates and other more serious crimes.
The exact impact however is difficult to quantify.

ECONOMIC IMPLICATIONS

3. The proposal would have positive social and economic
implications. The authorization and regulation of football betting on the
basis of the proposed framework would divert betting money from illegal
football gambling into the authorized channel, hence reducing the
negative social consequences of illegal gambling. The public resources
in enforcement against illegal football gambling could aso be much
reduced. Theimposition of a betting duty on authorized football betting
would bring additional revenue for the Government which should benefit
the community at large. Moreover, the proposal to require HKJC to
contribute a certain amount of money to a dedicated fund designated for
conducting research and public education on problem gambling, as well
as providing counselling and treatment services for problem and
pathological gamblers would bring about positive social benefits. The
proposal could also result in an increase in employment opportunities in



terms of additional staff employed by the licensed operator of football
gambling.

SUSTAINABILITY IMPLICATIONS

4. The sustainability assessment has revealed no magjor implications.
The proposal should help combat illegal football gambling while negative
impacts of the proposal could be alleviated with the introduction of the
preventive and remedial measures on gambling-related problems to be
financed by the proposed dedicated fund.



