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2. Introduction by Mark Harris, Chief Executive

In this document we describe what the National Lottery Commission does and what our
priorities will be over the next three years.

The Lottery has recently celebrated its 15th Anniversary. In the time since it was set up the
National Lottery has become an important part of the fabric of the United Kingdom. Over 15
successful years the National Lottery:

e has raised over £24 billion for good causes;
e has been played regularly by 70 percent of the UK population; and
e has been recognised by the public as one of the most trusted brands in the country.

The National Lottery Commission has played a fundamental part in this success. While Camelot
operates the Lottery, we must never forget that it is the nation’s lottery. It is the Commission’s
job to make sure that the Lottery is run for the benefit of the nation as a whole. Our task goes
well beyond the normal scope of regulation.

Our Purpose

The first of our roles is to make sure that the Lottery is run with all due propriety and that the
interests of players are protected. This includes checking all the games are fair and holding the
Licensee to account if we consider that it has behaved improperly.

We always keep in mind the potential dangers involved in any gambling but are proud that all
available evidence shows that the National Lottery is one of the safest forms of gambling. One
requirement that we have placed on Camelot is that it should check regularly that retailers do
not sell to children under the age of 16. The most recent checks have shown that, when
tested, 91.79% of retailers refused to sell to purchasers who appeared to be under 16.

As long as we are satisfied that the Lottery and its players are protected our other duty is to
make sure that good causes get as much money as possible. This makes us unique as a
regulator. We have an interest in encouraging Camelot to conduct its business in a manner
that ensures that as much money as possible is raised for good causes, but never at the expense
of player protection or the long term future of the Lottery. We have developed structures in the
third licence that closely align Camelot’s commercial incentives with the returns generated for
good causes. The principle is that the return to Camelot’s shareholders should be at its greatest
at the point where the funds generated for good causes are maximised. Alongside these
structures, we also monitor Camelot’s overall performance. We have developed arrangements
in the third licence which will allow us to intervene when we have reason to believe that
Camelot is not performing as well as it could, whilst not interfering in its commercial
judgements. We are pleased to note that, to date, we have not needed to use these powers.

We must also recognise that the National Lottery is a public undertaking run for the public
benefit. Whilst its operation is outsourced to Camelot - a single, private sector licensee — we
have an essential role in protecting the nation’s interest in the success of the Lottery both
during the current licence period and beyond. We make sure that any changes or new
developments proposed by Camelot do not compromise the long-term future of the Lottery.
We aim to maintain the value of the Lottery into future licence periods and ensure that future
licence competitions will be vigorously contested. We also maintain a proper balance of risk



and return so that Camelot has the incentive to perform to the best of its ability and the risks of
its failing are minimised.

These three roles are set out in the chart below:
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In order to deliver all this, we have set ourselves three key priorities for 2010-2013:

e Delivering the best possible outcome for the National Lottery by securing the optimum
performance from the Licensee;

e Protecting the Nation’s interest in the benefits the National Lottery provides; and

e Using our skills and resources to deliver our objectives in a cost effective and
professional manner.

Looking to the future

With 10 years experience of oversight of the Lottery we are always looking at ways to improve
how we work. One of the recent examples of this is our ‘Regulating with Excellence’
programme. This programme is based on sound regulatory principles and responds to
groundwork for ‘Regulating with Excellence’ over the past year; the challenge now is to embed
its principles in all that we do so that we continuously improve our approach the challenges of
‘Better Regulation’. We seek to give Camelot the freedom to use its commercial expertise, and
to recognise its strong operational performance in the past, whilst giving us the means to
oversee the nation’s investment in the National Lottery even more effectively. We have
encouraged Camelot to be innovative, and to respond quickly to market opportunities. We
must ensure that our processes continue to safeguard the nation’s interest in the success of the
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Lottery, but do not act as an unnecessary brake on Camelot’s continuous development of its
Lottery business. We have achieved much of the to our work.

The Lottery is making a major contribution to the costs of staging the Olympic and Paralympic
Games in London in 2012. It will provide £2.2 billion, of which £750 million will be raised by
designated Lottery games. We keep a close eye on the performance of these games, to ensure
that the target will be met. We also facilitate these games, for example by being licensed by
the International Olympic Committee to enable its branding to be used by Camelot to promote
these games.

Camelot’s shareholders are presently in the process of selling their shares. We have included
protections in the third licence which mean that our consent is required for various matters that
are likely to arise from the sale. In particular, we will look closely at proposals for changes to
the financial and corporate structures in order to ensure that the financial soundness of
Camelot and its owners is preserved and that the nation’s interest in Camelot’s independence
and future performance is not compromised. We will also ensure that the purchasers are fit
and proper. In the longer term, we will maintain a close oversight to make sure that the
change in ownership has not adversely affected Camelot’'s performance.

We also monitor developments in legislation and regulation of lotteries both nationally and
internationally and are alert to any changes which might impact adversely on the performance
of the UK National Lottery. This enables us to update and advise the Government, when asked
to do so, on any proposals or issues which might reduce returns to good causes.

We are very aware that we are funded by money that would otherwise go to good causes. We
recognise the importance of keeping our own costs to a minimum. Our budget is already
relatively small at around 0.3% of the £1.4 billion raised for good causes each year. We will
always strive to do even better and are committed to review our costs and to contribute to the
Government’s review of arm’s length bodies. While we look closely for savings, we will do our
best to ensure that sufficient resource and Lottery expertise remains in place to avoid putting at
risk either the integrity of the Lottery or the important funds raised for good causes.



3. The Commission’s duties and functions

The National Lottery Commission is established as an executive Non-Departmental Public Body
and is governed by the National Lottery etc. Act 1993 (as amended) inter alia, by the National
Lottery Act 1998 and the National Lottery Act 2006.

The Commission has three statutory duties:

To ensure that the National Lottery, and every lottery that forms part of it, is run with
all due propriety;

To ensure that the interests of every participant in the National Lottery are protected,
and

Subject to these two duties, do its best to secure that the proceeds of the National
Lottery are as great as possible.

The Commission has the following functions:

To issue a licence to authorise a body corporate to run the National Lottery (under
Section 5 of the Act). Only one such licence may be in force at any one time;

To issue licences to authorise a body corporate to promote lotteries as part of the
National Lottery (under Section 6 of the Act). Each game that forms part of the National
Lottery is subject to such a licence; and

To ensure that the provisions of the licences that it grants are complied with. The
Commission has a range of remedies available to it, which include publicly recording
licence breaches, the power to impose financial penalties, the power to seek
enforcement in the High Court, and, in extreme cases, revocation.



4. Our Vision, Mission and Values

Our Vision

A National Lottery that delivers increased funds to the good causes and enjoyment for the
Nation.

Mission Statement

We secure public trust and enthusiasm for the National Lottery through the exercising of our
statutory duties:

(a) That the National Lottery is run, and every lottery that forms part of it is promoted, with
all due propriety;

(b) That the interests of every participant in a lottery that forms part of the National Lottery
are protected; and

(c) Subject to (a) and (b) do our best to secure that the proceeds of the National Lottery are
as great as possible

Our Values

Excellence Accountability

National Lottery
Commission

Our Values :
Teamwork Integrity

Communication



Integrity
We will be fair, honest and open in all our dealings, decisions and actions.

Accountability
We will each take ownership of our responsibilities, embracing challenges with
professionalism to achieve the Commission’s goals.

Communication
We will share relevant information in a timely and concise manner with each other and
our stakeholders, enabling and encouraging effective two-way communication.

Team work

We will work together to achieve the Commission’s goals, encouraging each other to
develop and make the organisation an enjoyable and rewarding place to work in
achieving the Commission’s goals.

Excellence
We will deliver to the highest standards, identifying and taking opportunities
continuously improve and develop.



5. Strategic objectives 2010-2013

Our strategic objectives for the 3 year period are:

Strategic objective 1 To deliver the best possible outcome for the National Lottery by
securing the optimum performance from the Licensee;

Strategic objective 2 To protect the Nation's interest in the benefits that the Lottery
provides

Strategic objective 3 To use our skills and resources to deliver our objectives in a cost
effective and professional manner.

In broad terms the objectives reflect how the Commission operates. Objective 1 focuses
primarily on our relationship with the Licensee and how we undertake our regulatory activity.
Objective 2 is aimed at how we relate to the external environment and objective 3 covers how
we use our skills and resources to deliver objectives 1 and 2.



6. Our statutory duties

All our work contributes to the achievement of our statutory duties. The table below shows
how the strategic objectives identified for this period contribute to each of our statutory duties.

Statutory duty Strategic objective
1 Securing 2 Protecting the 3 Using skills and
optimum Nation’s interest resources
performance
Propriety v v v
Player Protection v v v
Maximising v v

proceeds
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7. Delivering our strategic objectives

The following section sets out the key outcomes we expect to deliver over the three year
corporate plan period and the activities we will undertake in the first year of the plan to support
delivery of the outcomes and strategic objectives.

Strategic objective 1

To deliver the best possible outcome for the National Lottery by securing the optimum
performance by the Licensee.

Three year key outcomes

1.

The regulatory framework provides appropriate safeguards to satisfy the Commission’s
statutory duties to secure the propriety of the National Lottery and the protection of
participants.

Returns to good causes are maximised through the facilitation of the commercial
operation of the National Lottery.

The Commission’s Licensing functions continue to secure the Nation’s long-term interest
in the National Lottery through rigorous arrangements to deliver the Commission’s
client side and public benefit responsibilities.

The Commission’s delivery of its regulatory functions reflects the principles and practices
established by the Regulating with Excellence project.

The Commission responds to changes in the ownership and organisational structure of
the Licensee such that it safeguards the Commission’s responsibilities to the Nation.

Year one key activities

1.

Maintain oversight of the systems put in place to operate the National Lottery (including
technology) with a clear focus on the delivery of regulatory outcomes.

Implement any outstanding changes arising from the earned autonomy workstream,
including the Commission’s revised arrangements for vetting. Work with Camelot to
identify and implement further changes where appropriate.

Deliver a refreshed strategy for securing player protection which reflects the Licensee’s
performance on social responsibility.

Monitor the performance of the Licensee in delivering returns to good causes using
agreed new tools and if necessary implement third party review arrangements.

Maintain an oversight of the Licensee’s incentive arrangements under the licence to

ensure that they remain aligned with the interests of the good causes when changes are
made to the regulatory regime
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Consider applications for new game licences, amendments to existing licences and
requests for consents and approvals under the licences, efficiently and effectively.

Where necessary review and refine working arrangements with the Licensee to ensure
that they support all regulatory activities.

Monitor the Licensee’s compliance with its obligations under the licences, implementing
the risk tool developed in the outcome based regulation workstream where appropriate.
Where necessary take action to secure compliance.

Further progress the Commission’s Regulating with Excellence programme by:

e Critically reviewing the full range of our regulatory activities to identify where there
is scope for further earned autonomy;

e Planning and managing the effective delivery of our workload in line with outcomes,
the risk framework and through project management disciplines;

e Taking account of the views of the public in fulfilling our duties;

e Identifying areas where we can make more information publicly available;

e Engagement with the Licensee to identify changes which would facilitate their
business processes whilst delivering necessary regulatory outcomes.

Strategic objective 2

To protect the Nation’s interest in the benefits that the Lottery provides.

Three year key outcomes

1.

The exercise of our regulatory functions is informed and driven by a strong evidence
base.

We are able to work with other stakeholders to safeguard the National Lottery, now
and in the future, by developing a sufficient understanding of the present and future
environment in which the Lottery operates.

Our stakeholders have a strong understanding of our functions and their importance in
safeguarding the Nation’s interest in the National Lottery.

We are seen to play our part in safeguarding the performance and reputation of the
National Lottery.

Year one key activities

1.

Complete the implementation of relevant findings from the reviews of the
Communications and Performance teams.

Continue a three year rolling programme for research which is clearly related to, and
underpins, our regulatory functions.
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Develop, within the three year rolling programme for research, a programme for
scanning the lottery environment and identifying future trends.

Adopt new arrangements for the management and dissemination of knowledge within
the organisation.

Create a clear analysis and explanation of our role and functions which highlights our
client side and public benefit responsibilities and their importance in safeguarding the
Nation’s interest in the National Lottery.

Build and deliver a programme for regular liaison with stakeholders which makes best
use of all levels of the organisation.

Identify and prioritise external policy developments which are likely to impact on the
National Lottery and respond proportionately on a timely basis.

Identify and prioritise regulatory issues and outcomes which are likely to impact on the
National Lottery and manage their publication in a proportionate and timely manner.

10. Respond to issues raised by outside stakeholders in a prompt and effective manner.

Strategic objective 3

To use our skills and resources to deliver our objectives in a cost effective and professional way.

Three year key outcomes

1.

We are seen to be a cost effective organization that provides value for money and adds
value to the National Lottery.

We deliver all activity in a professional manner and in line with best practice.

We monitor and measure our performance through a set of meaningful performance
indicators.

All staff feel valued and supported and share a commitment to open communication.

Year one key activities

1.

Contribute to the review of Arms length bodies and implement any recommendations
that arise from it.

Actively control our costs and make further efficiency savings where possible.

Review and update our Key Performance Indicators to allow us to monitor and measure
our performance.
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Monitor organisational structure and pay and grading arrangements to ensure they
remain fit for purpose.

Identify and manage risks to the achievement of our objectives.

Develop an internal communications plan that keeps staff informed of the external
environment and the impacts on the Commission and its staff.

Develop an accommodation strategy in preparation for the expiry of the lease on our
London office in January 2012 or the outcome of any external reviews.
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8. Risk Management

We recognise that issues may arise that impact on the achievement of our objectives. The
Commission has a risk management framework and a risk register in place that identifies its key
risks and how we manage these risks. We have recently undertaken a review of our strategic
risk register to ensure that it fully reflects the key risks that may prevent us delivering our
strategic objectives and are well placed to manage these risks during the period of this
Corporate Plan.

Our risks cover a number of areas, including reputation, the continued operation of the
National Lottery and the uncertainties in the political and economic environment.

Management is tasked with identifying and managing risks relevant to its operational area and
escalating risks where appropriate. The Audit Committee oversees the risk management process
and reviews the risk register on a regular basis.
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9. Budget and budget commentary

The table below sets out the proposed budget for 2010-2011 and indicative budget for 2011-
2012 and 2012-2013 alongside budget and forecast outturn for 2009-2010.

£000 £000 £000 £000 £000
Budget Forecast Budget Budget Budget
2009-10 outturn 2010-2011  2011-2012 2012-2013
2009-10
Annual Operating 4,553 4,329 4,140 4,140 4,140
costs
Capital 70 18 60 60 60
Total annual 4,623 4,347 4,200 4,200 4,200
running costs
3rd licence 521 171 0 0 0
Olympic IP payment 520 520 520 520 520
Special research 0 0 220 0 0
requirement
Total 5,664 5,038 4,940 4,720 4,720

Note: Figures for 2011 -2012 and 2012 — 2013 at current prices.

We have undertaken a detailed review of our cost base and have made savings where possible.
We are committed to keeping our costs at a minimum whilst not compromising our ability to
meet our statutory duties.

We have set the budget for our annual running costs at £4.2million. This is 9% lower than the
budget we set for 2009-2010. For the years 2011-2012 and 2012-2013 we have provisionally
budgeted at the same level as this year. However, we will be looking to identify further savings.

We intend to manage all expenditure within the budget provision set out above. However,
there are some key activities which require our input being undertaken by the Licensee on the
Shareholder Sale and Commercial Services. We cannot predict what level of expenditure we
may need on these activities and may need to approach the Department for additional funds if
it becomes clear that our existing provision is insufficient.

Outside of normal running costs, we have a requirement for £220,000 to cover research that
the Secretary of State has requested the Commission undertake in relation to the relationship
between participation in the National Lottery and participation in other gambling activities. This
work was initially budgeted for in 2009-2010 but due to the timing of the Secretary of State’s
approval only a small amount of activity was undertaken.

For each of the Corporate Planning years we will be required to make a payment to acquire the
rights to use intellectual property relating to the London 2012 Olympic and Paralympic Games.
This will be used on scratchcard games designated to provide funds to the Olympic Lottery
Distribution Fund. It has been agreed with DCMS that the payment will be spread over the
period that the intellectual property is in use. As a result a payment will be made each year until
2012-2013. We have budgeted an amount of £520,000 each year, but this may change
depending on sales of Olympic designated Scratchcards.
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