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Lotteries Commission - 
Mr M.J. Cowper, Chairman. 

Mr E.S. Ripper, Treasurer. 

Mrs J.M. Stewart, Chief Executive Officer. 

Mr M. Barker, Manager Business Analysis and Support. 

The CHAIRMAN:  This estimates committee will be reported by Hansard staff.  The daily proof Hansard will 
be published at 9.00 am tomorrow. 

Members may raise questions about matters relating to the operations and budget of the off-budget authority.  
Off-budget authority officers are recognised as ministerial advisers. 

It is the intention of the Chairman to ensure that as many questions as possible are asked and answered and that 
both questions and answers are short and to the point. 

The minister may agree to provide supplementary information to the committee, rather than asking that the 
question be put on notice for the next sitting week.  For the purpose of following up the provision of this 
information, I ask the minister to clearly indicate to the committee which supplementary information he agrees to 
provide and I will then allocate a reference number.  If supplementary information is to be provided, I seek the 
minister’s cooperation in ensuring that it is delivered to the Committee Clerk by 9 June 2006, so that members 
may read it before the report and third reading stages.  If the supplementary information cannot be provided 
within that time frame, written advice is required of the day by which the information will be made available.  
Details in relation to supplementary information have been provided to both members and advisers and 
accordingly I ask the minister to cooperate with those requirements. 
I caution members that if a minister asks that a matter be put on notice, it is up to the member to lodge the 
question on notice with the Clerk’s office.  Only supplementary information that the minister agrees to provide 
will be sought by 9 June 2006.  

Mr P.B. WATSON:  What impact will the introduction of poker machines in hotels and clubs have on 
Lotterywest’s capacity to provide grants to community groups in Western Australia? 

Mr E.S. RIPPER:  If poker machines were introduced in Western Australia, they would have a devastating 
impact on Lotterywest’s ability to support community groups.  We have a unique gambling policy in Western 
Australia, one which I understand is supported by both sides of politics.  I am occasionally disturbed by 
comments from certain individuals on the other side of politics that indicate a possible weakening of support for 
the policy.  We do not have poker machines in pubs and clubs throughout Western Australia.  Our gambling 
losses per capita are about a third of the gambling losses per capita in Victoria.  Our lotteries organisation returns 
all its proceeds to the community, so there are no shareholders or private owners taking a share of the lotteries 
proceeds.  Lotterywest has made a very significant investment in community organisations.  About $69 million 
will be provided in direct grants this year, and $175 million if we take into account support for hospitals and 
sporting and arts organisations.  This state has something special.  Non-government organisations in other states 
concerned with problem gambling would love to enjoy the gambling policy that applies in Western Australia.   

[12.20 pm] 

Mr P.B. WATSON:  The Treasurer was in Albany on Tuesday morning.  If it was not for Lotterywest, the new 
Fellowship House in Albany that looks after schizophrenics would not have been built.   

Mr E.S. RIPPER:  Fellowship House in Albany is a very good example of what Lotterywest does for the 
community.  A community organisation called the Schizophrenia Fellowship in Albany, led by Hope Sharp, 
OAM, has been providing community support to people with mental illness and their families for a quarter of a 
century.  They have been operating out of an old house, which is a relatively poor set of premises; nonetheless, it 
has provided an excellent service.  Lotterywest has supported the fellowship to buy land for a new building and 
has supported the construction of a magnificent new building.  A very well established community support 
facility for people suffering from mental illness is now in the great southern. 

Mr J. McGRATH:  I refer to the capital works program on page 256 of the Budget Statements.  Given the 
minister’s deep concern about problem gambling and the need for Lotterywest to provide funding for so many 
good causes as we have heard from the member for Albany, I refer to the $29.7 million for the Lotterywest 
business transformation project to enable Lotterywest to meet the challenge of a rapidly changing lottery 
industry.  Will its implementation mean that people will be able to buy lotto and other tickets through the 
Internet or through their mobile phones?  If that is the case, is the Treasurer concerned that vulnerable people 
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could be lured into spending more than they can afford on this form of gambling, given the number of young 
people who have access to mobile phones and the Internet?   

Mr E.S. RIPPER:  In considering gambling policy, the government must always think about the vulnerability of 
certain sections of the population.  The good thing is that research shows that lottery products are much less 
conducive to problem gambling than are other forms of gambling.  

Mr T.R. SPRIGG:  Nevertheless, there is a problem.  

Mr E.S. RIPPER:  We are dealing with a relatively safe form of gambling.  The business transformation project 
is very important for the future ability of Lotterywest to support community groups in Western Australia and, 
indeed, to continue to provide the $46 million it provides in retailer commissions to the small business network 
that sells lottery products.  

In the past, various elements of Lotterywest’s terminals and central computer system have required upgrading at 
different times.  This has tended to lock Lotterywest into the same set of supplier relationships because the 
terminals are replaced, and then, if a compatible gaming system is installed later, the terminals must be replaced 
again, and they must be compatible with the gaming system.  Lotterywest is replacing the systems all at once.  
Money has been put in reserves in preparation for this project; it has not been borrowed.  If it is all done at the 
same time, Lotterywest should receive a much better deal from suppliers because more competitive tension will 
be introduced into the arrangement than would otherwise be possible.  Through this business transformation 
project, Lotterywest will set itself up for the next 10 years.  Who can predict precisely how gambling policy and 
competition will affect lotteries in the next 10 years?  Lotterywest must be prepared for any eventuality; for 
example, other lottery organisations in the country that use the Internet and mobile phones might sell the same 
products as Lotterywest sells through its small business network.  If that happens, it may be necessary at that 
time for Lotterywest to respond; otherwise, there will be leakage of lottery revenue from this state to other states.  
Equally, competition might come from other organisations.  There have been media discussions in the past few 
days regarding the ambitions of a new lottery organisation to enter the Australian market and target young 
people through mobile phone and Internet channels.  The problem for the government is that it does not regulate 
the Internet and telecommunications.  Other states have terrible gambling policies.  Another state might provide 
approval for such an organisation to operate.  That operation might cannibalise the revenue that would be 
available for our community groups.  We must protect the Lotterywest business, our ability to fund community 
groups and the small business network that is very important to Lotterywest’s arrangements.  Consequently, we 
must be prudent and plan for whatever eventuality might arise in the future.  What would members opposite say 
to me and Lotterywest if, in five years, one of those threats emerged and Lotterywest and the government were 
forced to advise the Parliament that we had spent $40 million on the business transformation project but had not 
provided capacity to respond to this type of eventuality.  Members opposite would say that we had been neither 
prudent nor shown foresight.  
Mr J. McGRATH:  Given those remarks, how far advanced is Lotterywest in being able to provide the 
opportunity for people to buy lotto and other tickets via the Internet or by mobile phone?  What measures could 
Lotterywest take to have some control over the age of people who buy lotto tickets?   

Mr E.S. RIPPER:  This is not a program that Lotterywest wants to start.  However, it may have to respond to 
threats to its revenue and to competition.  The business transformation project is only just beginning, and we are 
some way from having the capacity to install.  I will ask Jan Stewart to comment.  
Mrs J.M. Stewart:  The first step in this process is to determine who will be our supplier of the new gaming 
system.  Until we do that, we have no specific plans to sell lotto on mobile phones or the Internet.  In fact, it is 
much easier to control players’ expenditure on the Internet because players will have to set up an account into 
which they must transfer money before they start playing lotto on the Internet.  They will need to provide some 
age identification, and use some kind of pin number.  Lotteries in other parts of the world that sell on the Internet 
have extremely strong controls to make sure that they do not sell to people who are not legally allowed to buy 
lotto.  They set upper limits for daily expenditure and they transfer winnings immediately out of the player’s 
lotto “wallet” into the players’ bank account so that they cannot constantly reinvest.  Paradoxically, selling on 
the Internet and over the telephone enables us to impose stronger controls and collect information about player 
expenditure than we can if they buy through retail distribution. 
[12.30 pm] 

Mr J. McGRATH:  Will there be a credit facility in that type of Internet participation?   
Mr E.S. RIPPER:  I will make it absolutely clear that we are talking hypothetical arrangements.  I do not want 
members of Parliament or the public to misunderstand the chief executive officer’s comments about what could 
happen or what might happen.  For the education of members of Parliament, we should hear from the CEO about 
how these things can work or how we may need to respond to these kinds of arrangements. 
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Mrs J.M. Stewart:  I reinforce that what I am saying is what we would do if we were going to do it, based on 
my understanding and study of what lotteries in other parts of the world have done.  No, we would not allow 
credit.  We would ensure that there is a transfer of cash into a player’s account.  Therefore, there would not be 
credit betting, if we were to go down that path.  If we were forced into a position in which we would have to 
defend our revenue stream, as the minister described, we would be extraordinarily prudent in the way that we put 
safeguards around the way that it was actually set up.  We would use all the information that we have from 
experience of lotteries overseas about how to make sure that works effectively.  We are a long way off from 
being close to it at the moment. 
Mr J. McGRATH:  We now have a situation in which agents are licensed to sell lotto tickets.  How does that 
system work?  How are agents accredited?  How much do they pay for their licence?  What does international 
research reveal about the impact that this interactive-type selling has, or will have, on these businesses?   

Mr E.S. RIPPER:  I will ask Ms Stewart to comment in a moment.  I will repeat the figure for budgeted retailer 
commissions; that is, $46 million, which is a very significant figure.  We receive a very important service from 
the retailers who are part of the Lotterywest network.  We want to maintain that very good relationship with 
those people.  Therefore, their interests must be taken into account in these discussions.  I will ask Ms Stewart to 
comment further.   
Mrs J.M. Stewart:  As the minister said, the retail distribution network is extraordinarily important to us.  We 
work very closely with them to make that partnership as positive as possible.  We have a commercial model of 
allocating licences.  Before we issue a new licence, an outlet must demonstrate to us that it can sell $16 500 
worth of lottery products a week.  It is a very high sales hurdle that is based on a full cost absorption model of 
what we need to generate to cover all our costs, plus the return to the community, and some investment and 
business growth into the future.  The ratio of outlets per capita in Western Australia is at about the mid range of 
what is standard in Australia and New Zealand.  In fact, in the last six years, we have added only three new 
licences to the retail distribution network and those have been new customer service obligation outlets.  In 
addition, 12 licences have been relinquished and 12 licences have been reissued in more effective locations.  A 
new licence costs $33 000.  In the case of a business with an existing licence being sold, there is a small 
administrative fee for the transfer of that licence. 
Mr T.R. SPRIGG:  I refer to page 256 of the Budget Statements.  Will the Treasurer give the committee an idea 
of the distribution the commission makes to sporting bodies and sporting facilities?   
Mr E.S. RIPPER:  I am advised that approximately $10 million goes to sporting organisations.  About 
$3 million of that goes to the Western Australian Institute of Sport.  The remainder goes to approximately 
120 sporting organisations.   
Mr T.R. SPRIGG:  Has that ratio of distribution to sport kept pace with total distributions by Lotterywest?  
People in the sporting industry have suggested to me that it has dropped away.  Perhaps the answer can be 
provided by way of supplementary information. 

Mrs J.M. Stewart:  The distribution to the sports lottery account, which is then distributed through the Minister 
for Sport and Recreation, is linked directly to sales turnover.  If our sales go up, as they have done, the allocation 
to sport and recreation goes up.  I believe it has kept pace with the consumer price index.  Whether it has kept 
pace with what the sporting bodies would like to receive is another question.   

Mr E.S. RIPPER:  Everyone wants more money and not everyone can have the money they ask for, even the 
Auditor General.   

Mr J. McGRATH:  As someone who has had the occasional flutter over the years and occasionally takes lotto, 
the other day I bought five Scratch ‘n’ Wins, at $5 each, and I did not get a dollar back.  I am not complaining.  
What percentage of the total revenue received from both Scratch ‘n’ Win and lotto is returned to the player?   

Mr E.S. RIPPER:  I will ask the chief executive officer to provide the member with advice on the best games 
for him to invest in.   

Mrs J.M. Stewart:  The return on lotto is about 60 per cent.  It depends on the game.  A small prize reserve fund 
is held that funds the rounding up of the jackpots on OZ Lotto and Powerball and funds the superdraws on 
Saturdays.  With the instant lottery product, slightly over 60 per cent goes back to the player.  We have a new 
range of tickets that will have a higher return for the player.  The ratio of a winning ticket is roughly one to 3.2.  
Obviously, the member was very unlucky, having bought five non-winning tickets.  We instruct our printers that 
there should be at least one winning ticket in roughly eight tickets.  If a person buys eight consecutive tickets, it 
does not necessarily mean, though, he will find a winning ticket.  At the end of the day, it is absolutely random.  
The total ratio of winning sets in any range of Scratch ‘n’ Win tickets is roughly one in 3.2 or 3.3  
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Mr J. McGRATH:  Perhaps I should have gone to the Treasurer’s electorate, because division one was recently 
sold in Belmont. 

Mr E.S. RIPPER:  People in my electorate are enthusiastic supporters of Lotterywest, as they are of some of the 
other gaming opportunities offered in our community.  Because lottery products are so safe, I feel quite relaxed 
in advising the member that if he invests just a little more he may have a better winning record.   

Mr T.R. SPRIGG:  I refer again to page 256 of the Budget Statements.  There is a lotto game on almost every 
night of the week.  Fridays and Sundays are the only nights on which there is not a lotto game.  What part does 
Lotterywest play in the additional lotto days?  Has an amount of lost revenue from the sale of Lotterywest 
products been factored into the budget? 

[12.40 pm] 

Mr E.S. RIPPER:  Lotterywest decides whether to go with the various national and state initiatives.  I will ask 
the chief executive officer to comment on the considerations involved with that.  There is a loss of revenue when 
people shift from other lotto games to Monday and Wednesday lotto.  My recollection is that about half the 
revenue that comes from Monday and Wednesday lotto is new revenue; the other half is revenue that was 
previously devoted to other games.  In any case, the chief executive officer will comment on the discussions that 
occurred with other states.   

Mrs J.M. Stewart:  We belong to a consortium that consists of all the other Australian lotteries known as the 
Australian Lotto Bloc.  There are five lottery bodies in the lotto bloc.  We are equal partners and collectively we 
administer Oz Lotto, Powerball and Saturday Lotto.  The Monday and Wednesday game is a New South Wales 
main state game.  We are in partnership with New South Wales and South Australia in that game.  It is not a 
truly national game.  We have a mini bloc with two other states to run the Monday and Wednesday game.  For 
many years the other Australian states have offered four or five games of lotto a week; we have offered only 
three.  We were invited by New South Wales to join its Monday and Wednesday game.  It seemed to be a good 
opportunity, because we could offer our players another chance to play and increase our revenue stream and, 
hence, increase the return to the community.  It is estimated that we will achieve an additional $20 million a year 
in sales in the total portfolio of lotto products.   

Mr J. McGRATH:  I refer to page 256 of the Budget Statements.  Given that Western Australia accounts for 
only 10 per cent of the national population, we have had an incredibly good run with division 1 winning tickets.  
Do Western Australians buy more lotto tickets than people in a big state like New South Wales?  What are the 
figures?   
Mr E.S. RIPPER:  I will ask Mrs Stewart to comment on the detail.  My understanding is that Western 
Australia’s lotteries purchases per head are ahead of the other states.  Part of that would be a reflection of the fact 
that we do not have poker machines in our pubs and clubs.  However, I will ask Mrs Stewart to comment on 
exactly how far ahead we are.  
Mrs J.M. Stewart:  Although Western Australia accounts for only 10 per cent of the national population, it 
accounts for between 16 and 18 per cent of the market share of each of the lotto games.  Statistically, we can 
expect Western Australia to have an increased number of winners in proportion with the extra number of games 
that are played.  Our per capita spend is a little over $5 a week per adult, and that can be compared with the next 
closest per capita spend in South Australia of $4.20 a week per adult.  Therefore, statistically one would expect 
Western Australia to have more winners.   

Mr J. McGRATH:  The more we put in, the more chance we have of getting something back! 

Mrs J.M. Stewart:  Exactly.  

The CHAIRMAN:  Oh for the lotto life!  That completes the examination of Lotterywest.   

Meeting suspended from 12.44 to 2.00 pm 
 


