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Summary 

The regulation of on-course horserace bookmaking is undergoing substantial reform as a 
result of the Gambling Act 2005. One issue in particular—reform of the system for 
allocating on-course horserace bookmakers’ pitches (the physical position each bookmaker 
occupies on a racecourse)—has been the subject of heated debate. 

The Gambling Act removed from September 2007 the system whereby horse racecourses 
were required to obtain a certificate of approval in order to operate. Certificates of approval 
had enforced the “five times rule”—which capped the charge to a bookmaker for 
admission to an enclosure at five times the amount of the highest charge to members of the 
public for admission to that enclosure. We support the removal of the five times rule as this 
will result in a more equitable, flexible pricing structure. On-course bookmakers are an 
important part of the race day experience and, as a result, racecourses have an incentive to 
ensure that a range of bookmakers remain on-course. We do not therefore accept the 
arguments that racecourses would price smaller bookmakers out of the market. 

Importantly, certificates of approval had also enforced the system for allocating pitches on 
the basis of the on-course bookmaker’s position on a list. Under this system, at each 
racecourse on each racing day, bookmakers that attend the racecourse are entitled to pick 
their pitch position in accordance with their respective list position. By removing 
certificates of approval, the Gambling Act removed the mechanism which ensured that 
racecourses observed bookmakers’ lists. It is unclear, however, whether the Government 
appreciated the consequences of the Gambling Act’s removal of the enforcement 
mechanism for list positions. The Government told us that it saw no reason why a list 
position system would be incompatible with the new licensing system introduced by the 
Gambling Act, but we believe that the Government was naïve if it assumed that a list 
position system would continue in the absence of an enforcement mechanism, given the 
historically difficult relationship between racecourses and bookmakers. If the Government 
was aware of the risks to list positions arising from the Gambling Act, it should have done 
far more to highlight this and its failure to do so helped to reinforce the impression given 
to bookmakers that the Gambling Act would not affect the operation of the list position 
system. 

The Gambling Act did enable racecourses and bookmakers to enter into commercial 
arrangements for the pricing and allocation of pitch positions, but we are very 
disappointed with the manner in which the Racecourse Association (RCA) has approached 
the transition to commercial arrangements—negotiations would have progressed much 
more smoothly if the RCA had not initially stated that racecourses will not recognise lists 
after 2012. We note and welcome the efforts of bookmakers and racecourses to agree new 
arrangements for the administration and regulation of on-course betting and we welcome 
the establishment of the new working party to consider the issue of pitch positions which 
lies at the heart of the dispute. 

It has been suggested that bookmakers will lose the existing “tenure” of their positions on 
bookmakers’ lists as a result of the Gambling Act. We heard conflicting views on whether 
or not any indications about security of tenure were given to those buying positions on 
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bookmakers’ lists. We did not see any evidence to suggest that definitive indications were 
given stating either that list positions were bought in perpetuity or that list positions were 
bought for a limited time period. However, we are convinced that those purchasing list 
positions in the auctions administered by the National Joint Pitch Council (NJPC) did so 
in the firm belief that these were assets which were purchased in perpetuity and that they 
were encouraged in this belief. 

The Government has a wider objective of withdrawing from the administration and 
regulation of horseracing. We support this objective, and agree that the racing and betting 
industries should be given the opportunity to manage their own affairs wherever possible. 
We note, however, that the Government has elected to continue intervention in the 
administration of horserace betting after 2012 by making it a mandatory condition of 
racecourse premises licences that areas must be provided for on-course bookmakers to 
carry on their business. 

If one was starting with a clean sheet of paper then we agree that commercial negotiation 
between bookmakers and racecourses would be the right way to determine the allocation 
and pricing of pitch positions. However, considerable amounts have been invested by those 
who bought list positions under the current system and the value of list positions 
undeniably fell after the RCA announced that racecourses would not recognise 
bookmakers’ lists from 2012 onwards. If racecourses wish to move to a fully commercial 
relationship for the allocation and pricing of pitch positions, we believe that they should 
compensate list position holders for their losses resulting from the difference in the value of 
a list position held in perpetuity and one with a tenure lasting only until 2012. We hope 
that racecourses and bookmakers can negotiate mutually satisfactory commercial 
arrangements but, should this not be possible, we believe that the Government should 
stand ready to reimpose the condition previously required under the certificate of approval 
system that racecourses should observe bookmakers’ lists. 
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1 Introduction 
1. There has been considerable interest in the allocation of on-course horserace 
bookmakers’ pitches—the physical position each bookmaker occupies on a racecourse—
after 2012. Historically, under a range of different arrangements, pitches have been 
allocated to on-course bookmakers on the basis of the bookmaker’s position on a list. At 
each racecourse on each racing day, the bookmaker with the highest position on the list is 
given the first opportunity to choose the pitch he wishes to occupy, the person with the 
second highest list position is given the second choice, and so on. These choices are 
important as different pitches generate different levels of revenue for the bookmaker—
pitches in areas where more people congregate, for example, generate greater revenues 
than pitches located further away from racegoers. Bookmakers—both on-course and 
off-course—and the Tote help support horseracing by paying a statutory levy, which is 
then distributed for the improvement of horseracing and breeds of horses, and for the 
advancement of veterinary science and education. 

2. It has been suggested that bookmakers will lose the existing “tenure” of their positions 
on bookmakers’ lists as a result of the Gambling Act 2005. On 4 July 2007, these concerns 
were aired in a debate in Westminster Hall. In this debate, the Parliamentary 
Under-Secretary of State for Culture, Media and Sport, Gerry Sutcliffe MP, recognised the 
concerns of on-course bookmakers and noted that “this situation needs to be resolved—it 
cannot and should not be left unresolved”. He also said that it was for the representative 
bodies of the racecourses and on-course bookmakers to come together to reach 
agreement.1 

3. In order to move the debate forward, we decided to conduct an inquiry into on-course 
horserace betting, announcing its terms of reference on 26 July 2007. Evidence was invited 
on the following issues. 

• What the likely effects would be of allocating on-course betting pitches on a purely 
commercial basis, as has been proposed by the Racecourse Association. 

• What indications on security of tenure, if any, were given to those buying positions on 
bookmakers’ lists in recent years. 

• What the role of the Government should be in the process for agreeing on a future 
framework for allocation of on-course pitches for bookmakers. 

4. We received a range of written submissions, the majority of which were from individual 
bookmakers or their leading trade association, the Federation of Racecourse Bookmakers 
(FRB). We also held a single oral evidence session in November 2007, where we took 
evidence from bookmakers and their representative bodies, the Racecourse Association 
(RCA), the Horserace Betting Levy Board (the Levy Board), the National Joint Pitch 
Council (NJPC) and the Department for Culture, Media and Sport (DCMS). We also 
visited Lingfield Park Racecourse in November 2007 to view the operation of on-course 
bookmakers, and we are grateful to Arena Leisure for hosting us on this visit. 

 
1 HC Deb, 4 July 2007, col 260WH 
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5. We note that the Parliamentary Under-Secretary of State has facilitated discussions 
between the RCA and the FRB to resolve the issue of pitch allocation and that these 
discussions are continuing. We hope that this Report’s recommendations help bookmakers 
and racecourses to reach mutually satisfactory arrangements for the allocation and pricing 
of on-course pitches from 2012 onwards. 

2 The historical allocation of pitches 
6. In order to understand fully the nature of the current dispute between bookmakers and 
racecourses, it is useful to look back at the way in which on-course horserace bookmakers’ 
pitches—the physical position each bookmaker occupies on a racecourse—have been 
allocated in the past. This section of the Report outlines the arrangements which have 
governed the presence of on-course bookmakers at racecourses since 1928, covering the 
voluntary arrangements for the allocation of pitches that existed before 1998, and the 
subsequent arrangements enforced by the Levy Board. It also discusses the value of list 
positions. 

7. It is important at this stage to be absolutely clear about the difference between “pitch 
positions” and “list positions”—two distinct concepts that are easily confused and 
mistakenly used as synonyms. A “pitch position” is a physical position in a betting ring—
the area allocated by the racecourse for betting by on-course bookmakers—from which an 
on-course bookmaker may trade on a race day.2 A “list position” refers to a bookmaker’s 
position on a list of bookmakers held by each racecourse. Each race day, bookmakers that 
attend the racecourse are entitled to pick where they stand in the betting ring in the order 
in which they appear on the list—that is, in accordance with their respective list position.3 

Before 1998 

8. The Racecourse Betting Act 1928 made it legal for a bookmaker to stand in a defined 
location at a racecourse, and set out a maximum charge that could be levied by a 
racecourse in return for permission to operate as a bookmaker from that defined location.4 
From 1928, a system for allocating pitches to bookmakers evolved, based on a bookmaker’s 
position on a list drawn up according to a bookmaker’s seniority (that is, the length of time 
the bookmaker had been operating). Under a list system, the bookmaker with the highest 
list position is given the first opportunity to choose the pitch that he wishes to occupy, the 
person with the next highest list position is given the second choice, and so on. While the 
1928 Act made it legal for a bookmaker to operate at a racecourse, it did not establish 
bookmakers’ lists and the Government points out that “pitch positions have never been 
directly provided for in gambling legislation”.5 

9. In 1958, the National Association of Bookmakers (then the main trade association 
representing on-course bookmakers), the Racecourse Association (RCA) and the 
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Jockey Club entered into a voluntary agreement—the Fergusson Agreement—which 
underpinned the administration of racecourse betting rings. The agreement also 
recognised seniority on lists and the transfer of seniority on lists.6 Seniority lists were 
maintained for each betting ring at each racecourse, and there were different lists for 
different meetings at the same racecourse, for example Ascot Summer, Ascot Winter and 
Royal Ascot.7 Under a system known as “deadman’s shoes”, a bookmaker’s list position 
was capable of being transferred, upon the bookmaker’s death, to a registered successor—
who could only be the son, daughter or spouse of the list position holder.8 

10. While the system governing the allocation of pitch positions was not codified in a 
legally binding way, other matters relating to on-course bookmaking, including the 
maximum price racecourses could charge bookmakers for admission, were set out in 
legislation. The Betting, Gaming and Lotteries Act 1963 (the 1963 Act) established the Levy 
Board, with responsibility for issuing certificates of approval to each racecourse in 
Great Britain.9 These certificates could be subject to conditions that the Levy Board might 
impose, and the 1963 Act provided that, as a condition of the grant of a certificate of 
approval by the Levy Board, racecourses should provide a place where bookmakers may 
carry on their business and that the charge to a bookmaker for admission to an enclosure 
should not exceed five times the amount of the highest charge to members of the public for 
admission to that enclosure (the “five times rule”).10 

11. In 1991, the National Association of Bookmakers (NAB) and the RCA entered into 
negotiations to try and modernise the administration of on-course horserace betting. These 
negotiations failed, however, and in October 1997 the RCA serviced notice on the NAB, 
terminating the Fergusson Agreement with effect from 7 October 1998.11 

After 1998 

12. After the RCA gave notice that it would terminate the Fergusson Agreement, the Levy 
Board decided to intervene in order “to avoid a lacuna in the administration of betting on 
racecourses throughout the country”.12 The Levy Board appointed a sub-committee, 
chaired by Sir John Sparrow, to review the conditions for the administration of racecourse 
betting areas. The Levy Board considered the sub-committee’s report—known as the 
Sparrow Report—and in March 1998 accepted, with some amendments, the report’s 
recommendations. This included recommendations to establish a new body to administer 
betting areas on racecourses and to introduce a system for transferring list positions via 
auction, retirement or will.13 

 
6 Ev 78 

7 Ev 86 

8 Ev 50 

9 Betting, Gaming and Lotteries Act 1963, section 13 

10 Betting, Gaming and Lotteries Act 1963, section 13 

11 Report of the Sub Committee appointed by the Horserace Betting Levy Board to review the Administration of Betting 
Rings at all Meetings at Horse Racecourses having a Certificate of Approval from the Horserace Betting Levy Board, 
March 1998, p 1 

12 Ev 47 

13 Ev 47 
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13. The Levy Board established the National Joint Pitch Council (NJPC) to administer 
betting areas on racecourses from 8 October 1998. The NJPC was given responsibility for 
issuing new National Pitch Rules, which governed the conduct and administration of 
betting rings on racecourses. Among other things, the National Pitch Rules provided for 
bookmakers’ lists, maintenance of list positions and the transfer of list positions.14 In 1998, 
the Levy Board issued each racecourse in Great Britain with a new certificate of approval, 
subject to conditions which included a provision that racecourse betting areas should be 
administered by the NJPC in accordance with the new National Pitch Rules.15 That is, 
compliance with the bookmakers’ lists was a condition of certification by the Levy Board. 
The conditions of certification outlined in the 1963 Act—the five times rule and the 
requirement for racecourses to provide a place for bookmakers to carry on their business—
also remained in force. 

List position values 

14. In December 1998, the NJPC held the first auctions of list positions under the new 
system. Between 1998 and 2007, the NJPC held 71 auctions, with 8,164 lots sold for a total 
price of £56.3 million. In addition, 4,430 list positions were sold privately for a total of 
£33.3 million. On 1 January 2007, according to NJPC valuations, the total value of all list 
positions within the maximum designated numbers (the highest number of bookmakers 
permitted to stand in a particular betting ring on any given race day) and extra ten (the 
next ten bookmakers on the list after the designated numbers) for all betting rings was 
about £70 million. On that day, 667 authorised bookmakers were eligible to bet in 221 
betting rings at 59 racecourses in Great Britain.16 

15. We received a range of evidence on the value of individual list positions held by 
bookmakers. The RCA told us that, according to NJPC valuations, the average value of a 
list position in 2006 was £5,581.17 The highest valued single list position mentioned in the 
evidence we received was for the number one list position for the courtyard ring at 
Cheltenham, which was valued by the NJPC at £160,000 in early 2007.18 The RCA, 
however, said that in 2007, over 98% of list positions were worth less than £30,000 and over 
83% of list positions were worth less than £10,000.19 Average values of a single list position, 
however, hide the range in size and nature of on-course bookmaking businesses. 
Robin Grossmith, Director of the Federation of Racecourse Bookmakers,20 told us that 
“there are certainly bigger bookmakers and smaller bookmakers” and added that the value 
of list portfolios would differ between bookmakers.21 

 
14 Ev 35 

15 Ev 47 

16 Ev 53 

17 Ev 34 

18 Ev 16 

19 Ev 34 

20 The trade body covering nearly all on-course bookmakers in the United Kingdom, including the Rails Bookmakers 
Association, the National Association of Bookmakers and the Association of Racecourse Bookmakers. 

21 Q 21 
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16. Keith Johnson, vice-chairman of the NAB, said that most bookmakers who operate full 
time would need a portfolio of at least 30 list positions, and that a bookmaker would have 
to invest up to £200,000 in total to make a viable business.22 Robin Grossmith estimated 
that between 100 and 150 bookmakers operated on a full time basis, and that these 
bookmakers would each need an investment in excess of £100,000 to be viable.23 

3 Developments in the light of the 
Gambling Act 2005 
17. It has been suggested that bookmakers will lose the “tenure” of their positions on 
bookmakers’ lists as a result of the Gambling Act 2005. This section outlines developments 
in the administration of on-course horserace bookmaking since the passage of the 
Gambling Act 2005, and discusses proposals made by the RCA for the allocation of pitches 
after 2012. It also discusses whether any indications about security of tenure were given to 
those buying positions on bookmakers’ lists in recent years. 

18. The Gambling Act 2005 repealed the Betting, Gaming and Lotteries Act 1963 and 
removed from 1 September 2007 the system whereby the Levy Board issued certificates of 
approval to racecourses. The relevant regulatory functions of the Levy Board were 
transferred to two regulators, the Gambling Commission and the local licensing 
authorities,24 and racecourses now have to obtain a betting premises licence in respect of a 
horse racecourse, rather than a certificate of approval. 

The five times rule 

19. By removing the system whereby the Levy Board issued certificates of approval, the 
Gambling Act 2005 removed the mechanism that enforced the five times rule and required 
racecourses to provide a place for bookmakers to carry on their business. In May 2007, 
however, the Government set out transitional arrangements, to last until 31 August 2012, 
to maintain the five times rule and to require racecourses to provide the same area that 
they provided immediately before 1 September 2007 for on-course bookmakers to carry on 
their business.25 From 1 September 2012, however, racecourses will no longer have to 
observe the five times rule, thereby allowing bookmakers and racecourses to move to a 
commercial relationship, but the Government has made it a mandatory condition of 
racecourse premises licences that racecourses will still have to provide an area for 
on-course bookmakers to carry on their business.26 

20. Proposals to modernise the method for charging entry to racecourses for bookmakers 
were first set out in a 2001 Gambling Review Report—known as the Budd Report—
commissioned by the Home Office. The Budd Report concluded that the five times rule 

 
22 Q 23 

23 Qq 29–30 

24 Ev 65 

25 Gambling Act 2005 (Mandatory and Default Conditions) (England and Wales) Regulations (2007/1409) 

26 Gambling Act 2005 (Mandatory and Default Conditions) (England and Wales) Regulations (2007/1409) 
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was an “anachronism” and that “racecourses and bookmakers should make their own 
commercial arrangements”. It recommended that “the rules restricting charges for the 
entry of bookmakers to racecourses and dog tracks should be abolished”.27 The 
Government told us that it abolished the five times rule as it was “inequitable, with every 
bookmaker paying a similar amount regardless of the scale of the business”. It also told us 
that the five times rule “works to prevent racecourses developing new opportunities to 
improve the experience for the racegoer”.28 

21. Most bookmakers accepted the end of the five times rule and indicated that they would 
be happy to enter into negotiations relating to admission costs, or what they saw as the 
“rental” for standing in a pitch position.29 Robin Grossmith, Director of the FRB, told us 
that bookmakers are “quite willing to sit down and talk to the RCA about commercial 
arrangements [on admission costs]”.30 Taffy Limited, an on-course bookmaking business, 
said that there is “good reason why the five times rule could be replaced with something 
more flexible and commercial that is related to the market rather than an artificial 
measure”.31 It was also noted that the removal of the five times rule may result in some 
bookmakers paying less to stand at a racecourse. David Bradshaw, Racing Director at the 
Levy Board, for example, told us that it was “conceivable that a number of racecourses 
might choose to charge less than the five times entry fee to the racecourse and […] that 
may mean that the actual bookmakers may pay less on occasions”.32 

22. Some bookmakers, however, expressed concerns that the removal of the five times rule 
would price smaller bookmakers out of the market. One bookmaker said that while 
“bookmakers do expect to pay more per day for the right to bet at a racecourse […] this 
amount has to be a reasonable sum to allow a bookmaker to trade profitably”.33 Another 
bookmaker went further and called for a “maximum possible charge to the bookmakers” to 
ensure that small independent bookmakers would be able to attend meetings.34 

23. On the other hand, some witnesses predicted that, even without the constraint of the 
five times rule, racecourses would seek to agree commercial arrangements that kept smaller 
bookmakers on-course. The Association of British Bookmakers noted that “the choice and 
colour provided by racecourse bookmakers is an important incentive to the public to 
attend race meetings” and that a “weakened betting ring would also be detrimental to the 
RCA’s members”.35 Stephen Atkin, Chief Executive of the RCA, told us that on-course 
bookmakers are “important” and that the RCA “want on-course bookmakers to be 
on-course” as they allow racecourses to offer racegoers a variety of investment 
opportunities, which helps satisfy consumers.36 Caroline Davies, the RCA’s Racecourse 

 
27 Department for Culture, Media and Sport, Gambling Review Report, Cm 5206, July 2001, p 149 

28 Ev 66 

29 Q 4 

30 Q 3 

31 Ev 94 

32 Q 110 

33 Ev 73 

34 Ev 83 

35 Ev 71 
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Services Director, said that racecourses would not seek to price smaller bookmakers out of 
the market and told us that “there is no evidence on the racecourses’ current deals that 
large operators are preferred over small in the sense that racecourses do deals with lots of 
different companies of lots of different sizes”.37 While the FRB recognised that “racecourses 
always want bookmakers to be part of [the attraction]”, it cautioned that there is still a risk 
that a move to commercial negotiations might result in the elimination of family firms and 
possibly a “reduced number of bookmakers and a reduced number of options for the 
punters”.38 

24. We support the removal of the five times rule and the move to commercial 
negotiations under which on-course bookmakers gain access to racecourses, as this will 
result in a more equitable, flexible pricing structure, and we note that most 
bookmakers accept the end of the five times rule. On-course bookmakers are an 
important part of the race day experience and, as a result, racecourses have an incentive 
to ensure that a range of bookmakers remain on-course. We do not therefore accept the 
arguments that racecourses would price smaller bookmakers out of the market. We also 
note that the removal of the five times rule may decrease the price some bookmakers 
pay to enter a racecourse. 

The National Pitch Rules and list positions 

25. A further consequence of the abolition of the certificate of approval system is that, since 
1 September 2007, racecourses have no longer been required to observe the National Pitch 
Rules or use bookmakers’ lists as the basis for allocating pitch positions. The Government, 
however, argued that the Gambling Act 2005 itself does not remove the pitch list system.39 
Eleanor van Heyningen, Head of Betting and Racing Branch, DCMS, noted that “the 
system of pitch list positions and the allocation of pitch lists is never something that sat 
within legislation” and added that the pitch list system was “not codified in the 1963 
legislation and is not in the 2005 legislation”.40 Ms van Heyningen recognised, however, 
that the RCA was restricted in its actions before the Gambling Act 2005 by the certificates 
of approval and in the absence of the 2005 Act the RCA would not have been able to seek 
to change the terms of trading.41 Ms van Heyningen also told us that the Government saw 
“no reason why the pitch list system and the new system of regulation and licensing that 
was introduced by the 2005 Act are incompatible”.42 

26. In any case, certification has been abolished and this raises a number of issues for the 
administration of on-course betting—including the question of pitch allocation—and the 
Government told us that it will do what it can to help racecourses and bookmaking bodies 
resolve these issues. To this end, in February 2007, the Government set up a working group 
to discuss the long-term regulation and administration of on-course bookmaking. The 
FRB, the NAB, the Bookmakers’ Committee at the Levy Board, the RCA and the NJPC are 

 
37 Q 71 

38 Qq 47–48 

39 Ev 66 

40 Q 118 

41 Qq 134–135 
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all represented on the working group, although the Government is not. The working 
group’s terms of reference state that it will agree a list of the administrative functions of the 
NJPC that are not preserved in the regulations under the Gambling Act 2005, suggest 
which of those functions should be preserved in the interests of bookmakers, racecourses 
or the public, and put forward proposals for the way in which these functions could be 
carried out.43 

27. The Government told us that while the working group had produced “imaginative 
proposals for arrangements for a regulatory apparatus to replace the NJPC and most of the 
National Pitch Rules”,44 the working group took the decision to not consider the issue of 
pitch list positions.45 The Government suggested to the working group that its terms of 
reference be adjusted specifically to enable discussion of pitch list positions, but this was 
not adopted.46 

28. In the light of the abolition of certification, on 14 March 2007 the RCA wrote to the 
FRB and other interested parties announcing that racecourses would not recognise 
bookmakers’ list positions beyond 2012.47 The RCA, however, said that it was willing to 
discuss options for allocating pitches after 2012. It told us that it had been “seeking to 
develop possible models for future commercial arrangements from 2012 onwards” and 
that it was “keen to discuss these models with the FRB” but that the FRB had declined to 
meet the RCA until early November 2007.48 The RCA added that it was “happy to enter 
into discussions either on an open basis or without prejudice, without any pre-conditions” 
but that the bookmakers refused to discuss the issue unless the RCA “accepted that [the 
bookmakers] had tenure”.49 The FRB said that it did not enter into negotiations with the 
RCA as it was important to put a “marker” down at an early stage. Robin Grossmith, 
Director of the FRB, explained that the FRB was willing to “talk to the RCA about 
commercial arrangements post-2012, but until the matter of our tenure is cleared up we 
cannot see a way forward”.50 In January 2008, however, the bookmakers and the RCA 
established a new working party to discuss future arrangements for allocating positions to 
bookmakers within racecourses’ existing betting areas.51 

29. We note that by abolishing certification, the Gambling Act 2005 removed the 
mechanism which ensured that racecourses observed the National Pitch Rules and 
bookmakers’ list positions. While we accept that the list position system was never 
codified in statute, it is unclear whether the Government appreciated the consequences 
of the Gambling Act’s removal of the enforcement mechanism for the National Pitch 
Rules and list positions. The Government told us that it saw no reason why a list 
position system would be incompatible with the new licensing system introduced by the 
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Gambling Act. We believe that the Government was naïve if it assumed that a list 
position system would continue in the absence of an enforcement mechanism, given 
the historically difficult relationship between racecourses and bookmakers. If it was 
aware of the risk to the list position system, it should have done far more to highlight 
this. Its failure to do so helped to reinforce the impression given to bookmakers that the 
Gambling Act would not affect the operation of the list position system. We note the 
efforts of bookmakers and racecourses to agree new arrangements for the 
administration and regulation of on-course betting and we welcome the establishment 
of the new working party to consider the issue of pitch positions which lies at the heart 
of the dispute. 

The Racecourse Association’s approach to pitch allocation from 2012 

30. In its letter of 14 March 2007, the RCA said that “given the marked differences in the 
new licensing regime when compared with the current position, the RCA’s approach is to 
start with a clean sheet of paper”.52 The RCA’s letter went on to say that the “RCA wishes to 
be very clear that […] from 1 September 2012 racecourses will not recognise lists or 
transfers of picks53 as between betting operators. The allocation of positions in betting rings 
will be for commercial negotiation between racecourses and betting operators”.54 

31. Bookmakers reacted to the RCA’s letter with surprise and anger. Robin Grossmith, 
Director of the FRB, said that the RCA had “opportunistically taken advantage of 
omissions in the Gambling Act to confiscate something that does not belong and has never 
belonged to them”.55 He also told us that the racecourses have taken a position which was 
“totally unfair and totally unjust in the effect it has had on bookmakers”.56 In oral evidence, 
one bookmaker said that he found “the prospect of someone coming along and unilaterally 
confiscating my assets to be absolutely deplorable”.57 Taffy Limited, an on-course 
bookmaking business, added that it would be “unfair” to take away investments in list 
positions “with the stroke of a pen and without proper reason or proper compensation”.58 

32. The Levy Board and the NJPC also expressed surprise at the RCA’s position. 
Tim Moore, Chief Executive of the NJPC, said that he was “stunned” by the RCA’s letter of 
March 2007, and David Bradshaw, Racing Director at the Levy Board, told us that he was 
“surprised” at the RCA position, as discussions since 2005 had “focused on the five times 
rule and the implications […] for existing betting areas and new betting areas”.59 While the 
Parliamentary Under-Secretary of State said that the RCA’s decision was not a 
consequence of the 2005 Act,60 he also told us that it “could be argued that the RCA’s letter 
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in March was not helpful in terms of how the issue was dealt with”.61 In December 2007, 
however, the RCA indicated that it “would be prepared, without prejudice, to set aside for 
the duration of the working party its March 2007 statement on list positions provided the 
FRB is also prepared to contemplate a world where, although list positions may have some 
relevance in 2012, they would not continue in perpetuity”.62 

33. We are very disappointed with the manner in which the Racecourse Association 
(RCA) has approached the transition to commercial arrangements—negotiations 
would have progressed much more smoothly if the RCA had taken a less 
confrontational approach to discussing pitch allocation after 2012. We welcome the 
RCA’s stated willingness to enter into negotiations with bookmakers’ representative 
bodies to try to find a way forward and note that the RCA has indicated it is prepared to 
set aside its statement that racecourses will not recognise lists after 2012 provided that 
the Federation of Racecourse Bookmakers (FRB) is prepared to consider that list 
positions would not continue in perpetuity. 

Indications about security of tenure 

34. Our evidence discussed at length whether or not any indications about security of 
tenure were given to those buying list positions since 1998—in other words, whether 
people were advised that they were buying list positions in perpetuity, or whether people 
understood they were buying list positions for a limited period of time. This issue is 
important as it is relevant to whether or not the pre-existing value of the list positions 
should be taken into account in some way when considering the allocation of pitch 
positions from 2012 onwards. 

35. The Government was very clear that no indications were given to those buying list 
positions that the list positions were purchased in perpetuity. It stated that “no indication 
was given that there would be security of tenure over positions bought at auction”. The 
Government also pointed out that the NJPC’s conditions of sale and business for the 
auction of bookmakers’ seniority positions stated “the buyer will be deemed to have 
knowledge of all matters which he could reasonably have been expected to find out given 
his knowledge as an authorised bookmaker and the exercise of due diligence”.63 In oral 
evidence, the Parliamentary Under-Secretary of State told us that “nobody has proven to 
me or given me evidence that [security of tenure] ever existed in terms of being codified”.64 

36. Other witnesses agreed that no indications about security of tenure were given, but 
suggested that this was because it was thought such an indication was unnecessary as, 
through custom and practice, it was understood that security of tenure did exist. The 
Levy Board, for example, said it “did not consider that bookmakers had security of tenure 
in respect of pitches and is not aware that any indication was given to purchasers of pitch 
positions that they may have had security of tenure” but noted that it could “see how some 
purchasers […] might have thought […] where there were no proposals to repeal the 
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1963 Act […] bookmakers who had purchased pitches would retain the right to trade from 
those pitches”.65 

37. The NJPC told us that “no indications on security of tenure were given to those buying 
positions on bookmakers’ lists in recent years”. However, it also said that “racecourse 
bookmakers sold and purchased list positions in good faith on the understanding that the 
bookmakers’ lists would last in perpetuity and the NJPC administered the process on this 
premise”.66 The NJPC recognised that it may seem odd that it did not make a specific 
written statement on the issue of security of tenure, but argued that since “seniority lists 
had existed since 1928 […] which gave the overwhelming impression that the lists were not 
subject to a fixed term […] it was not considered that any statement on security of tenure 
was needed”.67 Tom Clarke, Chairman of the NJPC, added that while on one hand no 
statements had been made indicating that list positions were purchased in perpetuity, on 
the other hand, no statements had been made indicating that list positions were time 
limited. He told us that “there was never any mention of a time limit under the previous 
seniority system, nor had there been any mention of a time limit in the Sparrow Report”.68 

38. Evidence from bookmakers expressed a firm belief that list positions were purchased in 
perpetuity. The FRB said that “it has been understood by all bookmakers that list positions, 
and correspondingly their rights to operate their pitches, are held in perpetuity, subject to 
the continued existence of the racecourse in question”.69 Individual bookmakers and small 
bookmaking companies also told us that they thought they were purchasing list positions 
in perpetuity.70 The FRB said bookmakers held this view because, during the auction and 
sale process, NJPC staff reinforced the permanence of list tenure.71 This was supported by 
Clive Reams, former Chief Executive of the NJPC, who said that “bookmakers were led to 
believe that tenure of their list positions was effectively in perpetuity”,72 and he confirmed 
that he and NJPC staff used the term “in perpetuity […] on countless occasions at 
roadshows prior to the system being introduced”.73 On the other hand, Angus 
Crichton-Miller, former Chairman of the Racecourse Association, challenged the view that 
any list positions bought would be enjoyed in perpetuity. He told us that “at no stage did 
the Levy Board or NJPC make any such commitment”.74 

39. Leaving aside the issue of whether or not the NJPC gave any indications on tenure, 
bookmakers argued that their belief that list positions were brought in perpetuity was 
reasonable as every system of governing the transfer of list positions in the past had treated 
list positions as assets that would last until the owner’s death and would then be passed 
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on.75 Taffy Limited, an on-course bookmaking business, told us that the Sparrow Report’s 
“recognition of the principles of inheriting seniority […] amounted to a powerful 
representation that the investment in a list position was something that could be relied 
[upon] as a long-term business asset”.76 

40. While some witnesses accepted that bookmakers may have thought that security of 
tenure for list positions did exist—due to custom and practice for example—other 
witnesses argued that, at some point during the process for developing the Gambling Bill, 
bookmakers should have realised that the operation of list positions might be time limited. 
The Levy Board, for example, said that while it understood how some bookmakers could 
have originally thought they would retain the right to their list positions, once proposals 
were brought forward to repeal the 1963 Act, bookmakers should have been aware of the 
risks of a change in legislation.77 

41. The Government pointed to a clause added by the NJPC to the conditions of sale and 
business for the auction of bookmakers’ seniority positions in January 2005—which stated 
that “authorised bookmakers are advised to be aware of the full implications of the 
forthcoming Gambling Act before buying or selling any list positions”78—as evidence that 
bookmakers should have been aware that list positions might not be held in perpetuity. 
The NJPC, however, told us that this clause was never intended to be a “veiled warning” to 
bookmakers that there might be some uncertainty over the duration of tenure and that it 
was merely a reference to reform of the five times rule and the impact of increased 
competition from new betting areas.79 

42. Our evidence indicated that some on-course bookmakers were at least aware of the 
risks of a change in legislation to bookmakers’ list positions as early as 2003. In response to 
a May 2003 DCMS position paper on the licensing of betting premises, the bookmaker 
members of the NJPC—representing the NAB and the Rails Bookmakers’ Association—
said that under the arrangements proposed by the Gambling Bill, “it is imperative that 
following the demise of the Levy Board future legislation should recognise the need for 
security of tenure” and that “this should be achieved by the continuation of the seniority 
list by the NJPC or its successor”.80 These bookmakers recognised that “if tenure was not 
guaranteed then capital investment in ‘picks’81 could be lost completely”.82 In addition, in 
March 2004, Robin Grossmith and John Stevenson of the FRB submitted a report to 
DCMS on “The impact of licensing changes on racecourse bookmakers”. This report 
warned DCMS of the negative impact of the Gambling Bill on the enforcement of list 
positions and made a range of suggestions as to how these consequences could be avoided. 
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DCMS did not adopt the FRB’s suggestions to preserve the tenure of list positions and the 
FRB told us that its “concerns were not sufficiently heeded in legislation”.83 

43. We heard conflicting views on whether or not any indications about security of 
tenure were given to those buying positions on bookmakers’ lists. We did not see any 
evidence to suggest that definitive indications were given stating either that list 
positions were bought in perpetuity or that list positions were bought for a limited time 
period. However, we are convinced that those purchasing list positions in auctions 
administered by the National Joint Pitch Council (NJPC) did so in the firm belief that 
these were purchased in perpetuity and that buyers were encouraged in this belief. It 
was also reasonable for buyers to believe that this was accepted by the Racecourse 
Association (RCA) given the RCA’s representation on the NJPC. 

4 The way forward 
44. Racecourses and bookmakers are making good progress in discussions to agree new 
administrative arrangements for nearly every aspect of on-course bookmaking—except 
pitch allocation. In this section we consider how racecourses and bookmakers can move 
forward to resolve their dispute. We also discuss the appropriate role for Government in 
the administration of on-course bookmaking and outline some of the potential 
compromises raised in evidence. 

The role for Government 

45. The Government has an overall strategy of decreasing the level of its involvement in 
horseracing. The Government said that “relationships between racecourses and 
bookmakers should be on commercial terms, wherever possible” and the Parliamentary 
Under-Secretary of State told us that he did “not see it as any role of Government to 
interfere”.84 We noted earlier that, despite this objective, the Government had elected to 
intervene in the arrangements for on-course horserace betting after 2012 by making it a 
mandatory condition of racecourse premises licences that racecourses offer an area for 
on-course bookmakers to carry on their business.85 

46. If the Government was so inclined, it could intervene further to resolve the dispute 
between bookmakers and racecourses by amending the mandatory conditions of 
racecourse premises licences to include a condition that racecourses observe existing 
bookmakers’ lists after 2012: this was supported by one bookmaker.86 The Government, 
however, said that it was unwilling to do so as it “would defeat [its] original intention, 
which was to extricate the Government” from horseracing.87 
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47. Some witnesses thought the Government should still be involved in the debate in one 
way or another. The FRB said that “Parliament must reintroduce a body with a mandate to 
ensure that bookmakers’ list positions are recognised and to have jurisdiction over their 
sale and transfer”.88 Failing that, the FRB told us that the Government should “guide [the] 
RCA and FRB to negotiate in order to achieve a framework which is consistent with the 
will of Parliament”.89 The Government said that the main role it can play in this matter is to 
bring bookmakers and the racing industry together to negotiate,90 and the Parliamentary 
Under-Secretary of State told us that he had facilitated discussions between racecourses 
and bookmakers. He added that he thought “compromise could be reached where seniority 
is still recognised but within that discussion around the commercial framework”.91 

48. Some bookmakers pointed to the Levy Board’s intervention in 1998 as a precedent 
indicating that the Government was willing to intervene to preserve bookmakers’ lists. One 
bookmaker argued that the list position system was “set up through the good offices of a 
government body, the Levy Board”.92 Other bookmakers said that the 1998 system was 
“approved at the governmental level through the Levy Board”,93 and was “brokered by a 
government department”.94 In response, the Levy Board stated to us that the Government 
did not ask it to intervene to preserve the list system in 1998.95 

49. We support the Government’s wider objective of withdrawing from the 
administration and regulation of horseracing and agree that the racing and betting 
industries should be given the opportunity to manage their own affairs wherever 
possible. We note, however, that the Government, despite its objective of decreasing its 
involvement in horseracing, has elected to continue intervention after 2012 by making 
it a mandatory condition of racecourse premises licences that areas must be provided 
for on-course bookmakers to carry on their business. 

Moving to commercial arrangements 

50. Robin Grossmith, Director of the FRB, argued that in approaching commercial 
arrangements for 2012 onwards there are “two clear headings”: the tenure of list positions; 
and commercial negotiations over admission prices for bookmakers. He believed that the 
two issues are “totally separate and should be dealt with separately”.96 Keith Johnson, 
vice-chairman of the NAB agreed, and said that the two concepts “are totally separate in 
our eyes”.97 Bookmakers were happy to discuss commercial arrangements relating to the 
end of the five times rule—or what they saw as the “rental” for pitch positions—but they 
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were unwilling to discuss commercial arrangements for the allocation of pitch positions—
or what they saw as the “asset”. Taffy Limited, an on-course bookmaking business, 
observed that while there was “good reason why the five times rule could be replaced with 
something more flexible and commercial that is related to the market rather than an 
artificial measure […] there is no good reason why this should go hand in hand with an 
abolition of the list positions”.98 

51. Other witnesses supported the view that changes to admission prices for bookmakers 
should be separate from consideration of pitch allocation. The Levy Board, for example, 
noted that “transitional arrangements in respect of the five times rule should be considered 
separately from changes to the [bookmakers’] lists” as it would be possible for commercial 
arrangements in respect of the admission fee and the continuation of bookmakers’ lists to 
operate in tandem.99 The NJPC said that it had always considered that the five times rule 
and the bookmakers’ lists were “distinct and separate issues” and added that it could “see 
no reason why the lists could not still continue after the five times rule has lapsed, or why 
this would necessarily frustrate the ability of the bookmakers and the racecourses to 
negotiate on commercial terms”.100 

52. The Government saw the two issues as linked and said that it did not “see an inherent 
contradiction between a robust commercial arrangement governing access by bookmakers 
to a racecourse, and a system for allocating pitches on that racecourse that reflects the 
seniority that individual bookmakers might have inherited or acquired”. It said that there is 
no reason why a long-term commercial model should not be found which reflects the 
advantage of a higher list position, and noted that the Government suggested this in its 
2003 position paper on the licensing of betting premises.101 In oral evidence, David 
Fitzgerald, Head of Gambling and National Lottery Licensing at DCMS, elaborated on the 
content of the 2003 position paper. He said that the paper “explained the case for 
modernisation of the five times rule” and argued that the paper also “acknowledged that 
this would have ramifications for […] the pitch system in particular” which would “require 
a negotiated commercial agreement between bookmakers and racecourses”.102 

53. The Levy Board, however, told us that while DCMS raised the possible revocation of 
the five times rule in a consultation paper in 2002,103 it had made no reference to issues 
relating to security of tenure in that paper or in the position papers that followed in 2003. 
The Levy Board observed that “it was unclear at what stage it became apparent to the 
bookmakers that their picks104 might be in jeopardy” but added that “there is no reference 
to this issue in the consultation documents or policy papers”.105 On the other hand, the 
RCA pointed to a section in the 2003 position paper which stated that “the five times rule 
should be maintained for a period that will allow bookmakers the opportunity to recoup 
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the value of their pitches and run a profitable business. After this time, all areas of the 
racecourse would be negotiated on a fully commercial basis”.106 

54. We note the view that commercial arrangements for the admission price charged to 
on-course bookmakers should be completely separate from discussion of the method of 
allocation of pitch positions. While it does make sense to discuss at the same time the 
product in question—the pitch position—and the price of that product—the payment 
by the bookmaker—it is the case that the two issues are not inextricably linked and 
could be negotiated separately. 

Impact on on-course bookmakers 

55. We received a wide range of views on the likely effects of allocating on-course betting 
pitches on a purely commercial basis. The FRB said that it found it difficult to assess the 
likely effects of commercial arrangements after 2012 as “it is difficult, if not impossible, to 
anticipate what ‘a purely commercial basis’ might actually mean”.107 However, the FRB 
argued that a “purely commercial approach, without regard to the interests of bookmakers 
or the racing public, is likely to lead to an overwhelming feeling of injustice, discontent and 
substantial distrust in the organisation of racing”.108 

56. Bookmakers did tell us, however, of the likely impact on their businesses if current 
bookmakers’ lists are not recognised after 2012. The FRB said that the assets of hundreds of 
racecourse bookmakers have been “devalued and in five years’ time will be reduced to 
nothing”. The FRB added that “many bookmakers stand to be financially ruined and quite 
simply will be forced out of the industry” and said that “many small family businesses 
which [have] taken decades to build up will go under”.109 One bookmaker told us that after 
the RCA’s announcement that it would not recognise bookmakers’ lists after 2012, the 
NJPC’s valuation of list positions fell by between 33% and 40%.110 

57. We also discussed whether the impact on bookmakers would differ depending on the 
size of the bookmaker’s pitch portfolio. On our visit to Lingfield Park Racecourse, we heard 
from a bookmaker who said that his investment in pitches was of the order of £12,000, and 
therefore, while he was not particularly happy with the RCA’s proposals, he did not see 
them as a disaster for his business. However, as we discussed earlier, some bookmakers’ list 
position portfolios are valued at much greater sums. 

58. We also heard that bookmakers had been given a transitional period to generate a 
return from their list positions, and that this would mitigate the negative impact from 
moving to commercial arrangements from 2012 onwards. The RCA told us that on-course 
bookmakers had been given nine years to derive value from their list positions, as they 
should have realised the risks to list positions following the May 2003 DCMS position 
paper on the licensing of betting premises.111 At the very least, bookmakers have seven 
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years from the passage of the Gambling Act 2005 to generate a return from their list 
positions. 

Impact on racegoers 

59. The evidence we received on the likely effects on racecourses and racegoers was more 
positive. We heard that a move to commercial arrangements would generate a range of 
benefits for racegoers. The RCA, for example, told us that it wanted to attract as many 
customers to racecourses as possible and to ensure that they had a positive experience.112 It 
said that a move to commercial arrangements would offer “opportunities for new 
bookmakers to enter the market […] as well as encourage those who are currently there to 
stay”.113 The RCA argued therefore, that racegoers would “benefit from increased 
competition in the on-course ring between operators, in terms of more attractive prices 
and innovative or creative betting products”.114 

60. The Government told us that the likely impact of a move to commercial arrangements 
would depend on the precise nature of the arrangements put in place.115 The bookmakers, 
however, cautioned that while racecourses would still ensure that on-course bookmakers 
remained on-course as an attraction “it might be a different attraction from the one that 
exists now” and that “there could be a reduced number of bookmakers and a reduced 
number of options for the punters”.116 

61. If one was starting with a clean sheet of paper, as the Racecourse Association (RCA) 
suggest, then we agree that commercial negotiation between bookmakers and 
racecourses would be the right way to determine the allocation and pricing of pitch 
positions. However, considerable amounts have been invested by those who have 
bought list positions under the existing system in good faith and this cannot simply be 
ignored. If the racecourses wish to end the present system and move to fully 
commercial arrangements then account must be taken of the financial losses which will 
result to the present holders of list positions. 

Taking the value of list positions into account 

62. We heard a range of options for recognising the value of list positions in the event of a 
move to a purely commercial allocation of pitch positions after 2012, including 
compensation for bookmakers and a “first right of refusal” system. Taffy Limited set out a 
helpful list of objectives for any system that emerged after 2012. It said that any new system 
should aim to be: 

• in the public interest, including furthering the key licensing objectives of the 
Gambling Act; 
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• fair to the on-course bookmakers; 

• fair to the racecourses; and 

• transparent, flexible and workable.117 

63. Some bookmakers raised the issue of compensation. One bookmaker, who had 
invested nearly £1 million in list positions, said that bookmakers would be looking for 
compensation for the value of their list positions prior to the RCA’s announcement in 
March 2007.118 Taffy Limited put forward a proposal to compensate bookmakers by 
“affording credits to those on the list with the highest number of credits being awarded to 
the highest on the list”. The credits, which would be “equivalent to the monetary value of 
the list position” could then be used in commercial negotiations with racecourses.119 When 
asked whether bookmakers should be compensated for the fall in value of list positions 
resulting from a move to commercial arrangements , the Parliamentary Under-Secretary of 
State did not express a view but did confirm that “there are no plans and there would be no 
intention to use public money to compensate the bookmakers”.120 He would also not be 
drawn on whether he believed that racecourses should compensate the bookmakers.121 

64. The RCA described two elements of a framework for commercial negotiation that it 
thought could be used in the future, which when considered as a whole, would take the 
value of list positions into account. First, a variable pricing system based on a measure of 
the bookmakers’ ability to pay, such as betting turnover. The RCA said that “there are fixed 
price models that could also work” but that this could involve “variable charges within the 
enclosure and variable charges for different racedays”. Second, the RCA told us that it was 
willing to recommend to its members that they offer a “first right of refusal to existing 
on-course bookmakers in the order of their list positions, for a licence for a further period 
at a commercial rate”.122 

65. Stephen Atkin, Chief Executive of the RCA, said that a first refusal system would be a 
“pragmatic” way of going down bookmakers’ lists. He added, however, that confining 
negotiations to one person—that is going down lists single position by single position—
might be a “problem” as it would be hard to have a fair commercial discussion with only 
one person.123 He suggested that a right of refusal system could work if, for example, 
racecourses worked down lists in groups of five—discussing commercial arrangements 
with list position holders one through five—but that this would depend on the level of 
business at each racecourse.124 Caroline Davies, Racecourse Services Director at the RCA, 
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told us that “one size will not fit all and ultimately there has to be local agreement between 
racecourses and bookmakers”.125 

66. The value of list positions undeniably fell after the Racecourse Association (RCA) 
announced that racecourses would not recognise bookmakers’ lists from 2012 onwards. 
If racecourses wish to move to a fully commercial relationship for the allocation and 
pricing of pitch positions, we believe that they should compensate list position holders 
for their losses resulting from the difference in the value of a list position held in 
perpetuity and one with a tenure lasting only until 2012. If racecourses decide to 
continue to honour existing list positions however, compensation would not be 
necessary. We hope that racecourses and bookmakers can negotiate mutually 
satisfactory commercial arrangements but, should this not be possible, we believe that 
the Government should stand ready to reimpose the condition previously required 
under the certificate of approval system that racecourses should observe bookmakers’ 
lists. 
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Conclusions and recommendations 

1. We support the removal of the five times rule and the move to commercial 
negotiations under which on-course bookmakers gain access to racecourses, as this 
will result in a more equitable, flexible pricing structure, and we note that most 
bookmakers accept the end of the five times rule. On-course bookmakers are an 
important part of the race day experience and, as a result, racecourses have an 
incentive to ensure that a range of bookmakers remain on-course. We do not 
therefore accept the arguments that racecourses would price smaller bookmakers out 
of the market. We also note that the removal of the five times rule may decrease the 
price some bookmakers pay to enter a racecourse. (Paragraph 24) 

2. We note that by abolishing certification, the Gambling Act 2005 removed the 
mechanism which ensured that racecourses observed the National Pitch Rules and 
bookmakers’ list positions. While we accept that the list position system was never 
codified in statute, it is unclear whether the Government appreciated the 
consequences of the Gambling Act’s removal of the enforcement mechanism for the 
National Pitch Rules and list positions. The Government told us that it saw no reason 
why a list position system would be incompatible with the new licensing system 
introduced by the Gambling Act. We believe that the Government was naïve if it 
assumed that a list position system would continue in the absence of an enforcement 
mechanism, given the historically difficult relationship between racecourses and 
bookmakers. If it was aware of the risk to the list position system, it should have done 
far more to highlight this. Its failure to do so helped to reinforce the impression given 
to bookmakers that the Gambling Act would not affect the operation of the list 
position system. We note the efforts of bookmakers and racecourses to agree new 
arrangements for the administration and regulation of on-course betting and we 
welcome the establishment of the new working party to consider the issue of pitch 
positions which lies at the heart of the dispute. (Paragraph 29) 

3. We are very disappointed with the manner in which the Racecourse Association 
(RCA) has approached the transition to commercial arrangements—negotiations 
would have progressed much more smoothly if the RCA had taken a less 
confrontational approach to discussing pitch allocation after 2012. We welcome the 
RCA’s stated willingness to enter into negotiations with bookmakers’ representative 
bodies to try to find a way forward and note that the RCA has indicated it is prepared 
to set aside its statement that racecourses will not recognise lists after 2012 provided 
that the Federation of Racecourse Bookmakers (FRB) is prepared to consider that list 
positions would not continue in perpetuity. (Paragraph 33) 

4. We heard conflicting views on whether or not any indications about security of 
tenure were given to those buying positions on bookmakers’ lists. We did not see any 
evidence to suggest that definitive indications were given stating either that list 
positions were bought in perpetuity or that list positions were bought for a limited 
time period. However, we are convinced that those purchasing list positions in 
auctions administered by the National Joint Pitch Council (NJPC) did so in the firm 
belief that these were purchased in perpetuity and that buyers were encouraged in 
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this belief. It was also reasonable for buyers to believe that this was accepted by the 
Racecourse Association (RCA) given the RCA’s representation on the NJPC. 
(Paragraph 43) 

5. We support the Government’s wider objective of withdrawing from the 
administration and regulation of horseracing and agree that the racing and betting 
industries should be given the opportunity to manage their own affairs wherever 
possible. We note, however, that the Government, despite its objective of decreasing 
its involvement in horseracing, has elected to continue intervention after 2012 by 
making it a mandatory condition of racecourse premises licences that areas must be 
provided for on-course bookmakers to carry on their business. (Paragraph 49) 

6. We note the view that commercial arrangements for the admission price charged to 
on-course bookmakers should be completely separate from discussion of the method 
of allocation of pitch positions. While it does make sense to discuss at the same time 
the product in question—the pitch position—and the price of that product—the 
payment by the bookmaker—it is the case that the two issues are not inextricably 
linked and could be negotiated separately. (Paragraph 54) 

7. If one was starting with a clean sheet of paper, as the Racecourse Association (RCA) 
suggest, then we agree that commercial negotiation between bookmakers and 
racecourses would be the right way to determine the allocation and pricing of pitch 
positions. However, considerable amounts have been invested by those who have 
bought list positions under the existing system in good faith and this cannot simply 
be ignored. If the racecourses wish to end the present system and move to fully 
commercial arrangements then account must be taken of the financial losses which 
will result to the present holders of list positions. (Paragraph 61) 

8. The value of list positions undeniably fell after the Racecourse Association (RCA) 
announced that racecourses would not recognise bookmakers’ lists from 2012 
onwards. If racecourses wish to move to a fully commercial relationship for the 
allocation and pricing of pitch positions, we believe that they should compensate list 
position holders for their losses resulting from the difference in the value of a list 
position held in perpetuity and one with a tenure lasting only until 2012. If 
racecourses decide to continue to honour existing list positions however, 
compensation would not be necessary. We hope that racecourses and bookmakers 
can negotiate mutually satisfactory commercial arrangements but, should this not be 
possible, we believe that the Government should stand ready to reimpose the 
condition previously required under the certificate of approval system that 
racecourses should observe bookmakers’ lists. (Paragraph 66) 
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Oral evidence

Taken before the Culture, Media and Sport Committee

on Tuesday 13 November 2007

Members present

John Whittingdale

Philip Davies Mr Adrian Sanders
Paul Farrelly Helen Southworth

Memorandum submitted by the Federation of Racecourse Bookmakers (FRB)

Executive Summary

Since the introduction of the Fergusson scheme in 1958 and subsequent regulatory regimes, on-course
bookmakers have had the right to inherit and subsequently purchase “list positions” on racecourses in the
UK.1 Currently, list positions are recognised by all interested parties, including the RCA. Such recognition
has been the cornerstone of the right for on-course bookmakers to buy or sell their list positions at auction.
It has been understood by all bookmakers that their list positions, and correspondingly their rights to
operate their pitches, are held in perpetuity, subject to the continued existence of the racecourse in question.

The importance of the list position was stressed to the DCMS prior to the Gambling Act 2005. This
legislation does not expressly refer to the existing and acknowledged position of bookmakers’ tenure of their
list positions. The RCA has announced that, in 2012, they will cease to recognise the current list positions.
This decision is opportunistic and manifestly unfair threatening, in eVect, the ruin of bookmakers’
businesses since their assets are being completely devalued. Over £100 million has been traded by
bookmakers for their list positions since the introduction of the auction system in 1998.

As the bookmakers’ submissions illustrate, many on-course bookmakers are small family concerns and
one of them is an AIM listed company. If the RCA are allowed to proceed as they say they will, then small
individual bookmakers, shareholders of an AIM listed company and persons who have invested their
pensions and savings in list positions will have their assets stripped from them without any compensation.
This may lead, as a consequence, to the destruction of the established starting price regulatory mechanism,
which has been tried and tested and is approved throughout the industry. The on-course bookmakers are
the cornerstone of that system.

A remedy for this problem would be for the RCA to accept the need to return to the practice on sale and
transfer of list positions that was established prior to the Gambling Act 2005 Failing this, Parliament must
reintroduce a body with a mandate to ensure that bookmakers’ list positions are recognised and to have
jurisdiction over their sale and transfer. FRB has read and adopts the submissions made by the Association
of British Bookmakers (ABB).

1. Introduction

1.1 The Federation of Racecourse Bookmakers (FRB) is an amalgam of three trade associations which
compromise almost the entirety of on-course bookmakers in the United Kingdom: the Rails Bookmakers
Association, the National Association of Bookmakers and the Association of Racecourse Bookmakers.

1.2 These submissions should be read in conjunction with the submissions of Mr Barry R Johnson, Mr
David Neville Porter, Mr Glen Paul Shackleton, Mr GeoVrey Banks and Mr Michael Martin Campbell.
These individuals are all members of the FRB but make their submissions as representing their particular
concerns and their own perceptions of the issue which form the subject matter of this inquiry.

1.3 Furthermore, Mr Clive Reams, former Chief Executive of the National Joint Pitch Council, has made
a submission, as has Mr Robin Grossmith, a director of the FRB. These submissions deal with the
circumstances leading to the introduction of the current system of sale and transfer of list positions, and role
of the NJPC in its administration. Mr Grossmith’s statement annexes letters from the lawyers of the FRB
to Sir John Sparrow, former Chairman of The Levy Board, Mr Keith Elliott, a Government-appointed
member of The Levy Board and Mr Tom Clarke, current Chief Executive of the NJPC. Mr Richard

1 A bookmakers’ list position determines their choice of betting pitch or pitches. The location of a betting pitch is extremely
important as it often determines how much revenue the bookmaker in question will generate on any given day of racing.
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Marriott OBE, former Chief Executive of the NJPC, has made a submission that refers to and confirms the
accuracy of Mr Clarke’s letter. Mr Marriott’s submission has been annexed to Mr Robin Grossmith’s
submission.

2. The terms of reference

2.1 The terms of reference were clearly set out in the Select Committee’s announcement No.35 on 26 July
2007. After careful consideration, the FRB decided that it is likely to be of the greatest assistance to the Select
Committee first to address the second term of reference before making submissions in respect of the first
and third.

2.2 The Racecourse Association (RCA) set out its position with regard to lists most fully in its letter of
14 March 2007. A copy of that letter is served herewith as Annexe 1. In particular it will be noted that the
stated position of the RCA is (at paragraph 3):

“Given the marked diVerences in the new licensing regime when compared with the current
position, the RCA’s approach is to start with a clean sheet of paper”. (FRB’s emphasis)

2.3 As appears hereafter, the FRB takes the strongest objection to “a clean sheet of paper” approach if
the use of that expression is intended to mean that the well-established security of tenure framework, within
which so many on-course bookmakers have built their businesses over many years, should or can properly
be regarded as wholly or largely irrelevant for the future.

3. What indications on security of tenure, if any, were given to those buying positions on bookmakers’ lists in
recent years?

3.1 Background

3.1.1 The acknowledged concept of the legality of a bookmaker to stand in a defined location and to be
charged a maximum by a racecourse to do so has existed since the Racecourse Betting Act 1928.

3.1.2 Such a concept has been recognised as necessary to promote a disciplined and orderly racecourse
betting market and to protect the integrity of the Starting Price, which is the prevailing odds in the on-course
fixed-odds betting market at the time a race begins.

3.1.3 Bookmakers’ Lists, based on seniority and transfer of seniority, evolved thereafter (ie from 1928)
in a transparent, recognised and orderly way.

3.1.4 Since 1958 there have been several systems that governed the sale and transfer of list positions.
Every one of these systems embraced the list position as an asset. Of these systems, that implemented after
recommendations by the Committee Chaired by Sir John Sparrow in 1997 is the most recent (prior to the
Gambling Act 2005), hence the emphasis placed upon it in this submission.

3.1.5 Following its appointment in October 1997, a Sub Committee appointed by the Horserace Betting
Levy Board, under the Chairmanship of Sir John Sparrow, reported on 24 March 1998. A copy of the report
is served herewith as Annexe 2.2 As a direct result of the Sparrow report the structure of on-course betting
was refined and improved. That structure, which allowed bookmakers to buy and sell their list positions,
has remained in place since 1998. It has been overseen and regulated principally by the National Joint Pitch
Council (NJPC) whose constitutional membership has always been fully representative of relevant interests,
including the RCA.

3.1.6 One of the primary aspirations of the Sparrow Reporting Committee was towards “improved
arrangements for the administration of betting rings both in the short and long terms”. The “revitilisation
of the betting rings” will be “to the benefit not only of the racegoers and bookmakers, but also the
racecourses and the oV-course punters” (Annexe 2; Sparrow Report; Introduction; Section 1.6).3 These
statements of intention illustrate the longevity that the Committee envisaged for the system it recommended
and their anticipation that it would have a positive impact on all parties involved, including the RCA.

3.1.7 During the consultation period, both the Rails Bookmakers Association (RBA) and the RCA put
forward suggestions to the Sparrow Reporting Committee as to how the seniority system should be
modernised and improved. Notably, neither interested party disagreed with the main proposition.
Accordingly, the Committee concluded that they saw “no reason [. . .] why the principle should not be
retained, but that it needs to be streamlined and improved in order to make it eVective into the twenty-first
century” (Sparrow Report; Section 4.1). This statement further reiterates the point about foreseen longevity
of the changes and demonstrates the RCA’s contribution to and approval of them.

2 Not printed.
3 Not printed.
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3.1.8 Furthermore, both the RCA and the RBA agreed that “there should be a system for transferring
seniority positions for value” (Sparrow Report; Section 4.2). With regard to this, the auction system that
the Committee recommended was designed to “maximise the prices achieved by bookmakers who wish to
retire or acquire a better position” (s.4.2). This indicates the list position’s status as an asset and, by placing
the emphasis on value, implies that duration of tenure is not uncertain.

3.1.9 Section 5 of the Sparrow Report entitled Transfer of Seniority Positions constituted the core of the
position for the future and received the support of all parties to the review, including the RCA. After
collecting information from both the RCA and National Association of Bookmakers, the Committee
concluded that the seniority position, which “confers the right to occupy a particular pitch in the betting
ring” is the “only interest to which a bookmaker has a right and which may be transferred” (Sparrow
Report; Section 5.2). Notably, any attempt by the racecourses to sell pitches to bookmakers “may be
interpreted as a charge of admission to the betting ring and, as such, would be in breach of the provisions
of Section 13(2) of the Betting, Gaming and Lotteries Act 1963” (s.5.2).

3.1.10 Regarding the method of transfer of seniority position, the Sparrow Committee concluded that it
“is in the interests of both the bookmakers and racecourse” (s.5.3) that the seniority positions should be sold
via open auction to the highest bidder. This was to be “conducted through the NJPC and administered by
the LJPC and the Betting Ring manager” (s.5.3). Since 1998, under the auspices of these oYcial bodies and
the Levy Board, this is precisely the way in which seniority positions have been bought and sold.

3.1.11 In addition to transfer of seniority position via auction, individual bookmakers have been able,
upon retirement or by their Will, “to transfer their seniority position to a named individual who must hold
a current bookmaker’s permit” (s.5.6). Notably, the Committee recommended that transfer shall not be
“eVective until registered by the NJPC, to whom the relevant registration fee must be paid” (s.5.6). As a not-
for-profit corporation, the NJPC redistributed these funds to relevant parties, including the RCA.

3.1.12 The Sparrow Report provided unequivocal indication upon which on-course bookmakers could
and did rely in making their important decisions as to with what presence and in what betting rings they
wished to begin or continue to operate and develop their businesses. The video produced by Sir John
Sparrow for distribution to the interested parties reinforced the clear view that the sale and purchase of list
positions was in perpetuity.

3.2 Indications Post-Sparrow

3.2.1 The post-Sparrow system has always functioned under the auspices of the NJPC, a not- for-profit
company limited by guarantee. Its authority to act as the administrator of betting rings was anticipated by
Sparrow and further authorised and legitimised by the Certificates of Approval issued to racecourses by the
Levy Board. From the time of the first pitch auction, the NJPC’s Conditions of Sale explained that:

“Title to the lot sold will not pass to the buyer until the transfer of the relevant Security Position
has been recorded by the NJPC in accordance with the National Pitch Rules”.

This is not the language of the sale and purchase of permits or licences which are short term or entirely
speculative as to their duration. No reservation of title is made.

3.2.2 This permanence of pitch tenure was yet further reinforced by NJPC staV on many occasions. Such
opportunities arose at auctions, bookmakers’ seminars and at NJPC roadshows. All concerned parties were
fully involved in the process, including the RCA, who were substantial beneficiaries from the commission
on auction sales. If there had been doubt in anyone’s mind as to the status or tenure of what was being
bought and sold then someone, either buyer, seller, administrating body or RCA, would undoubtedly have
raised a note of caution. At no stage did this occur and nor was any indication given that the list positions
were secured in anything other than perpetuity.

3.2.3 The sale and purchase of pitches at auction since 1998 has produced a turnover of approximately
£100 million. Via commission on sales, already mentioned, the RCA has directly or indirectly received
slightly in excess of £3.5 million, as has been distributed by the NJPC, which has been used for racecourse
improvements.

3.2.4 Far from giving any contradiction to the ongoing state of aVairs, racecourses have welcomed the
strength and good order of the betting ring. This is unsurprising; it directly improved the product oVered
to the racing public and thereby encouraged greater numbers to attend race meetings.

3.2.5 The established success of the auction system, with a mutuality of benefit to all involved, has
provided the strongest ongoing indication (if any were needed) that bookmakers’ investment in pitches
provided a long term integrity and vitality to the ring which was not (and certainly need not be) dependent
on the Levy Board and/or the NJPC maintaining their respective roles or structures. Market regulation often
changes; such change should not destroy or undermine the underlying market or the fundamentals which
underpin its successful operation.
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3.3 Extraneous Indications

3.3.1 The treatment of the asset value of pitches by, for example, the Inland Revenue (for capital gains
or probate purposes) and the Divorce Courts has been consistent only with those assets being regarded as
of permanent worth rather than their having a speculative or wasting value.

3.3.2 Moreover, as the submission of Neville Porter illustrates, the asset value of pitches has been a
central tenet in bringing a bookmaking business to the A.I.M. market. Had there been any concern that the
bookmaker’s pitches described in the prospectus were of impermanent or speculative value, it is
inconceivable that this would not have been raised either by potential investors or by the legal and financial
advisers to the issue.

3.4 Indications: Conclusions

3.4.1 The FRB recognises that merely because its members (and every other party engaged in the process)
have acted in reliance on a certain belief, it does not necessarily follow that that belief was well founded.
Having made that theoretical concession, there can be no doubt that the belief that pitches (more accurately
seniority of position on bookmaker’s lists) were traded in perpetuity was justified and encouraged.

3.4.2 Parliament may, of course, by primary legislation overturn the existing system despite the
disturbing and, for many bookmakers, catastrophic consequences. However, by its express provisions the
Gambling Act 2005 does not do so. Nor, by any necessary implication, was any such radical change
intended. Given Parliament’s presumed adherence to the European Convention on Human Rights (now
enshrined in the Human Rights Act 1998), this is to be expected. See especially Article 1, First Protocol: the
right to property.

3.4.3 The maintaining of on-course bookmakers’ rights to their valuable assets, represented by pitches,
is consistent with good order in the administration of racing, fair dealing, the presumed intention of
Parliament, and, most relevantly in the context of these submissions, every indication from every worthwhile
source of the intended position now and for the future.

4. What the likely eVects would be of allocating on-course betting pitches on a purely commercial basis, as has
been proposed by the Racecourse Association

4.1 The FRB’s diYculty in making a constructive response to this issue lies in the fact that the issue is
framed in a vacuum. Without assuming any suYcient framework within which racecourses are to operate
in the future, it is diYcult, if not impossible, to anticipate what “a purely commercial basis” might
actually mean.

4.2 Section 13 of the Betting, Gaming & Lotteries Act 1963 also provides for a limit to be placed upon
the amount a racecourse may charge a bookmaker for entrance to the course for the purposes of betting.
The Act stipulates that the amount shall, in the case of the bookmaker, not exceed five times the amount of
the highest charge made to members of the public for admission to the enclosure within which the
bookmaker will be betting. This rule dates back to the Racecourse Betting Act 1928 and has been replicated
in all subsequent legislation concerning betting on racecourses—up to but not including the Gambling Act
2005. This rule is usually referred to as “The five times rule”.

4.3 The disappearance of the five times rule, with eVect from 2012, is undoubted. However, that event
raises as many questions as it answers. This is so primarily because it does not follow that the reasons for the
Rule’s existence and the practical philosophy that underpinned the Rule have a diminished ongoing validity.

4.4 Quite apart from the income aVorded to racecourses, the five times Rule provided vital security for
both punters and bookmakers. It protected punters from the prospect of excessive margins resulting from
bookmakers passing on to the betting public the higher charges levied by racecourses. The Rule also acted
as a brake, tending to prevent the Ring being dominated by the big rails bookmakers. The balance of the
Ring helped ensure the integrity of the Starting Price and thereby promoted a fair deal for punters both on
and oV-course.

4.5 The above submissions are not an attempt by the FRB to reintroduce the five times Rule, or
something similar, after 2012. Rather, they attempt to persuade that the pre-existing structure is the
appropriate starting point for negotiations between the RCA, FRB and other parties within the industry
with legitimate interests. The FRB suggests that the terms of the 2005 Act positively encourage such
negotiation, not least in order to inform and assist the Gambling Commission.

4.6 In view of the present uncertainties and absence of detailed proposals (which is not intended as a
criticism of anyone), there is no obvious answer to the question posed by the term of reference. What may
be safely said is that a purely commercial approach, without regard to the interests of bookmakers or the
racing public, is likely to lead to an overwhelming feeling of injustice, discontent and substantial distrust in
the organisation of racing.
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5. What the role of Government should be in the process for agreeing on a future framework for allocation of
on-course pitches for bookmakers

5.1 The Government should fully acquaint itself with the existing structure relevant to the matters under
enquiry in order, in the light of the 2005 Act, to guide RCA and FRB to negotiate in order to achieve a
framework which is consistent with the will of Parliament in passing the Act in its present form. This is
particularly beneficial, given the extensive remit of the Gambling Commission and its obligations to give
guidance to local authorities under s.25 of the Act.

5.2 It is clear that there must be constructive dialogue between policy makers, the FRB and the RCA. A
mechanism for ensuring that bookmakers’ list positions, their assets, are recognised is essential for the future
of the industry. This could be achieved by explicitly restating the recognition of bookmakers’ lists as a
prerequisite for racecourses being issued a track betting license.

5.3 If the RCA cannot be persuaded through discussions with bookmakers to reverse its decision, which
eVectively destroys the major assets of on-course bookmakers, in a way which reverts to the practice on sale
and transfer of list positions that was mutually agreed to prior to the Gambling Act 2005, then the
Government, as the legislative body, must act to address this gap in the Gambling Act 2005 in accordance
with the spirit of the Act itself.

5.4 The Government will, of course, remain mindful of its avowed intention to secure a fair and
reasonable outcome in the public interest and in the interest of all elements of the racing industry. No
outcome will be fair or just which fails to acknowledge the sanctity of bookmakers’ lists, representing, as
they do, an enormous investment for the benefit not only of bookmakers, their families, their investors and
employees but also reflecting their dedication to ensuring the good and fair relationship between
bookmakers and punters, as the Gambling Commission requires. Racing would be the loser.

October 2007

Annexe

Letter from the Racecourse Association to Bookmakers, the Levy Board and
the National Joint Pitch Council (14 March 2007)

WORKING GROUP—ADMINISTRATION OF BETTING ON RACECOURSES

Background

The first meeting of the Working Group to consider the future administration of betting on racecourses
is to take place on 22 March. In order to get the most out of that meeting, we thought it would be helpful
to communicate to all members of the Working Group (the members), the RCA’s current position on
matters that are to be considered by the Group and to pose some questions on which the RAC would
appreciate feedback either prior to or at the meeting.

One point that was made clear at the meeting on 23 February chaired by DCMS was that there is no
prospect of further legislation in the area. Therefore, on 1 September 2007 a new licensing regime will replace
the current Certificate of Approval mechanism. This will remove that authority of the NJPC and, absent
any agreement to the contrary, the National Pitch Rules (NPRs) will expire. We believe we must all
acknowledge that fact in order to be able to move forward.

Given the marked diVerences in the new licensing regime when compared with the current position, the
RCA’s approach is to start with a clean sheet of paper. This is not because the RCA believes that the
functions of the NJPC and the NPRs have no place in the new regime, rather we should not presume that
all functions should be preserved merely because they exist today.

Working Group Remit and List of Functions

We consider that it is for the Working Group to prepare a list of the current administrative functions of
the NJPC that are not preserved in regulations under the Gambling Act 2005 and to consider which of those
should be retained. The RCA has prepared such a list for discussion and a copy is attached. We look forward
to receiving members comments on that list and if possible in advance of 22 March.

Premises Licence Conditions

As is clear, racecourses will have responsibility to comply with the conditions of their premises licence.
Some conditions will relate to on-course betting. The starting point therefore for any analysis of which
functions should be retained for the future is the mandatory and default conditions that will be contained
in premises licences. There is no question that functions required to comply with the conditions will need
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to continue in some form. We attach a list of the relevant premises licence conditions in respect of which
racecourses will need to make arrangements. Also relevant will be the conditions imposed on betting
operators under their operating licence, which we presume betting operators have analysed.

The RCA, as a point of principle, accepts that the best outcome is to have a national approach to
administration.

The most important obligations that racecourses will have under their premises licence in respect of on-
course betting is to identify and verify that those accepting bets are duly licensed or are employed by a
licensee under a written contract of employment, and the duty to remove those betting illegally (set out at
2 and 3 on the attached list of premises licence conditions).

These obligations are currently out to consultation, however that should not aVect the RCA’s view that
there is a place for a Betting Ring Supervisor, whose duties would include checking that betting operators
are licensed and generally supervise on the day to ensure that racecourses comply with those premises licence
conditions and that betting operators comply with the terms and conditions of entry. We consider that a
Betting Ring Supervisor will need to be accountable to racecourses and therefore ideally will be employed
by the racecourse, either as an employee or contracted out to a self-employed BRS.

In respect of the other conditions, the obligation to display the terms of bets can be easily met by the
’courses, and the obligations in relation to existing betting areas are self-explanatory. Therefore the premises
licence conditions of themselves do not require the racecourses to take on any other functions other than
that of employing a BRS to identify and verify that those accepting bets on-course are licensed.

Questions for Members of the Working Group

The RCA has considered many of the NJPC functions to see whether they have a place under the new
regime. In order to be able to assess whether any of these functions should be preserved and, if so, which
body would be best placed to perform them, the RCA would appreciate feedback on the following:

Bookmakers’ lists/pitch allocation

If racecourses open up new betting areas from 1 September 2007, racecourses will determine in
commercial negotiations with betting operators, the terms upon which betting operators will stand in those
areas and where they stand relative to each other. This will also be the case in relation to existing betting
areas from 31 August 2012.

In relation to existing betting areas, the RCA is interested in the members’ proposal as to how pitches
should be allocated in the five-year period ending 31 August 2012. Whatever the system:

(a) it must not act to restrict the number of betting operators attending; and

(b) to assist in ensuring compliance with premises licence conditions, it must identify those betting
operators who are to stand at each raceday (as the Betting Ring Supervisor will need to be notified
at least the day before each raceday of those persons whose identity will need to be checked on the
day). For example, it is likely to be a requirement that if a betting operator’s name was not notified
to the BRS by a given deadline, he/she would not gain entry to bet at that meeting.

If lists are to continue to have relevance during that five-year period, a body will need to be able to manage
those lists and to warrant that they are definitive and that racecourses can rely on them to decide pitch
allocation. Any proposals could include the continuation of auctions and transfers. However, the RCA
wishes it to be very clear that if lists do continue beyond 31 August 2007, from 1 September 2012 racecourses
will not recognise lists or transfers of picks as between betting operators. The allocation of positions in
betting rings will be for commercial negotiation between racecourses and betting operators.

Advanced booking service

As already explained, the Betting Ring Supervisor will need to be notified of those betting operators who
wish to gain entry to each raceday. Do members wish to continue with some advanced booking system? If
so, what form would it take and who should operate it?

Authorisation

The Gambling Act 2005 will supersede the need for betting operators to be authorised as such. However,
as already explained, under the terms of a premises licence, each racecourse will be obliged to verify that
those wishing to accept bets on the track either hold an operating licence or are employed by a licensee under
a written contract of employment. Current draft advice states: “This could be done by producing the licence
itself, a staV ID card and/or another photographic form of identification, such as a passport or new-style
driving licence. In the case of betting operators on racecourses, employees who represent the bookmaker
when the licence holder is not present will be named on the operating licence”.
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The Gambling Commission is also encouraging racecourses to consider alternative methods for the
identification and verification of bookmakers that may be more eVective and/or more suitable. The
Commission is also considering what evidence is required for tracks to be satisfied that an operator’s staV
member is employed under a written contract.

Do the members have any proposals in relation to this?

Late Pay, Lost Tickets and Disputes

The RCA does not consider these, prima facie, to be functions of the Betting Ring Supervisor. As with
other betting organisations, such as the Tote and on-course betting shops, the racecourses consider that a
bookmaker must notify punters of the process for dealing with late pay etc. This is also consistent with the
operating licence conditions. We suggest that on the reverse of each printed slip the bookmaker gives details
of that process, including contact details for the bookmaker. Again, racecourses would like to hear if the
members have proposals on this.

Maximum Numbers (Known Currently as Designated Numbers)

In view of the recent comments made by the OFT in its recent case closure letter regarding the NJPC and
designated numbers, racecourses will set maximum numbers from 31 August 2007. Again, if members have
any proposals on this the RCA would like to hear from them.

Betting Ring Manager

Do the members consider it will be necessary, in addition to racecourses employing a Betting Ring
Supervisor, that on-course betting operators will wish to have their own Betting Ring Manager to carry out
functions on behalf of betting operators?

The RCA sees many of the above matters as issues as least initially for betting operators. If acceptable
proposals on these issues are put forward then racecourses see no reason to intervene themselves, although
remain ready to do so in the absence of acceptable proposals. We look forward to hearing from other
members on the matters set out above.

Premises Licence—Mandatory and Default Conditions

1. The terms on which a bet may be placed must be displayed in a prominent place.

2. To ensure that those admitted to accept bets on the track either hold an operating licence or are
employed by a licensee under a written contract of employment.

3. To take reasonable steps to remove from the premises any person found to be accepting bets illegally.

4. In relation to existing betting areas, for a five-year period until 31 August 2012:

(a) existing betting areas shall continue to be made available to betting operators to enable them to
carry on their betting business, subject to the right for the racecourse to apply to change the
location (application to vary a premises licence);

(b) where an application to vary is granted, the new location will be deemed to be an existing betting
area for the purpose of the conditions; and

(c) no charges to be levied against a betting operator other than for admission (capped at five times
the highest charge to the public)4 and reasonable charges to cover the costs associated with
permitting bookmakers to operate in existing betting areas.

Administrative Functions of the NJPC Not Preserved under the Gambling Act 2005

1. Bookmakers’ Lists.

2. Advance booking system.

3. Deciding designated numbers.

4. Layout of the betting ring.

5. Allocation of pitches.

6. Attendance in the betting ring.

7. Authorisation badges (authorisation itself superseded by the GA 2005).

8. Joints and attending to a joint.

9. Ten minute rule.

4 Betting operator’s assistants admission capped at the highest charge to the public.
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10. Late pay (also lost tickets and disputes).

11. Transfer of list positions.

12. LJPC.

Supplementary memorandum submitted by the Federation of Racecourse Bookmakers (FRB)

Prior to the Gambling Act 2005, the DCMS were informed on numerous occasions by bookmakers’
associations of the significance of the post-1998 system and the potentially disastrous impact of licensing
changes on on-course bookmakers, particularly with regard to continuing to guarantee the security of tenure
of bookmakers’ list positions:

1. In May 2003, the DCMS Betting and Racing Team published position papers entitled “Gambling
Review recommendations and the Government’s response” (Annexed).5 Annexe B to this document
makes recommendations with regard to “access charges for bookmakers at racecourses”.6

1.1 Paragraph 2.14 of this document specifically shows that the DCMS were aware of the “substantial
costs” that on-course bookmakers “have incurred [. . .] in securing the right to conduct their business at the
best pitches on horse racecourses”. It further states that “their business plans were most probably based on
the continuation of the present regime.”

1.2 Paragraph 2.6 states, with regard to the abolishment of the five-times rule: “this commercial approach
should be brought to the on-course market. We have already seen the removal of ‘dead man’s shoes’ on horse
racecourses and the move to fully commercial sale arrangements for pitches”.

1.3 If the DCMS already saw the post-1998 system as constituting “fully commercial sale arrangements”
and that this was the desired state of aVairs, then how can they possibly justify the RCA’s unilateral
announcement in 2007 to further change the system? Indeed, this makes term of reference 1 wholly
ambiguous. If “fully commercial sale arrangements” already exist, then what exactly is it that the RCA are
proposing by “allocating pitches on a fully commercial basis”?

2.1 The Bookmaker Members of the National Joint Pitch Council submitted a response to the DCMS
May 2003 (Annexed).7 In this submission, the DCMS were unequivocally informed of the need to continue
to guarantee the security of tenure of bookmakers’ list positions.

2.2 Paragraph 12 of this response states that “if tenure was not guaranteed then capital investment in
‘picks’ could be lost completely”. This explicitly informs the DCMS of the importance of continuing to
guarantee the tenure of list positions. It further reiterates that “many bookmakers have invested and
continue to invest heavily in purchasing picks, basing their business plans on the continuation of the five-
times rule for the foreseeable future.”

2.3 Paragraph 14 of this response states that “we consider that it is imperative that following the demise
of the Levy Board, future legislation should recognise the need for security of tenure. This should be
achieved by the continuation of the administration of the seniority list by the NJPC or its successor”.

3.1 In March 2004, Robin Grossmith and John Stevenson of the Federation of Racecourse Bookmakers
prepared and submitted a report to the DCMS and Gaming Board entitled “the impact of licensing changes
on racecourse bookmakers”. This was done at the behest of Andrew Fraser of the Transition Team of the
Gaming Board for Great Britain.

3.2 This document was presented to the Gaming Board for Great Britain, and oYcials at the DCMS. It
was handed to Jason Train, Sarah Thomas and Eleanor van Heyningen, amongst others.

3.3 This report examines in depth the threats to racecourse bookmaking posed by new licensing
arrangements. It highlights the importance of transfer of guarantees and undertakings from the statutory
to their successor body and emphasises in particular the need to continue to guarantee the security of tenure
of bookmakers’ list positions.

3.4 The preamble of this report states that “The bookmakers on 8 October 1998 and those who
subsequently bought into the Lists did so in the firm knowledge of Security of Title. The expectation of
racecourse bookmakers was that the statutory body provided legitimacy to the Title. This was further
supported by the legal reinforcement of the reissued Certificate of Approval in 1998 which provided
bookmakers with protection against unjust actions by racecourses regarding location and ring layout. The
protection provided by statutory controls is now under threat”.

3.5 This report continually restates the need for the new licensing arrangements to continue to guarantee
the security of tenure of bookmakers’ lists. Section 1 entitled “current situation” states that “it is time to
consider the protection of bookmakers and most importantly the security of tenure which will be required
to protect their security of title”.

5 Not printed.
6 Not printed.
7 Not printed.
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3.6 Section 7 of the document reads “It is essential that a new Licence to Bookmakers is issued which
cements not only the security of title but also the security of tenure. Presently bookmakers have security of
title as determined by Rule 1 of the National Pitch Rules. However security of tenure would be required
with the proposed changes to Gambling Law and the closure of the Levy Board. Without security of tenure
the basis of agreement (with the racecourses) would be heavily biased against bookmakers”.

3.7 Section 9 entitled “the way forward”, states that “The numerical based system (ie bookmakers’ lists)
must be secured and confirmed in a licensing arrangement between the bookmaker and the Gambling
Commission (or their agents). DCMS must rectify the potential threat to the middle and long-term security
of racecourse bookmakers and by doing so create an environment in which commercial arrangements
between racecourses and bookmakers can be brokered on an equitable basis” (ie with regard to the entry
fee for racecourses, not pitch allocation.)

3.8 Section 9 continues by detailing numerous requirements which must be fulfilled in order to rectify this
threat to racecourse bookmakers. The most relevant of these are the following:

3.8.1 “The criteria on which racecourses are granted a licence must include guarantees of [. . .] (b)
Adherence to the Bookmakers List (c) Adherence to the pitch allocation system without premium
charges (d) The acknowledgement of both title and tenure without limitation of time.”

3.8.2 “2. The successor body to the NJPC must continue to acknowledge [. . .] (a) The transfer of
Seniority Positions between bookmakers both by public auction and by private arrangement.”

3.8.3 “Protection must be provided to racecourse bookmakers to prevent relocation to
disadvantageous areas of the racecourse or the circumvention of Tattersalls by the creation of
prime sites for sale in new areas with beneficial income generation for racecourses.”

Conclusion

Not only were the DCMS informed of the potentially disastrous consequences that reform of betting
legislation would have on racecourse bookmakers, they were provided with a detailed programme of how
these consequences could be avoided. The bookmakers’ associations continually emphasised the importance
of continuing to guarantee the security of tenure of bookmakers’ list positions. Unfortunately, their
concerns were not suYciently heeded in legislation. The RCA has announced its intention to cease
recognition of bookmakers’ list positions as of 2012. This commercial opportunism has been facilitated by
lacunae in the Gambling Act 2005; it was not intended by Parliament and it is not in the spirit of the Act
itself.

October 2007

Memorandum submitted by Robin Grossmith

Executive Summary

I am a 58-year-old bookmaker and have been heavily involved in the industry for 40 years. I am Chairman
of the Federation of Racecourse Bookmakers, a Rails Bookmaker and have considerable experience in the
exchange of seniority positions. I have extensive knowledge of the evolution of the pitch allocation and
transfer system that dates back to 1928. The announcement made by the Racecourse Association that they
will no longer recognise bookmakers’ list positions, if implemented, will devastate on-course bookmakers
across the UK. Prior to the Gambling Act 2005, it was understood by all interested parties, including the
RCA, that the tenure of seniority positions was in perpetuity. The gaps in this legislation have allowed the
RCA to engage in this flagrant commercial opportunism and considerably depreciate the major asset of on-
course bookmakers. Hundreds of on-course bookmakers across the country, for the sake of their
livelihoods, need the Government to put this right. As director of the FRB, I have had primary responsibility
for coordinating the submissions made to the Select Committee on behalf of the FRB. Of course, I agree with
the FRB’s submissions and I take responsibility for them. I am competent to give oral evidence in respect of
any matter arising out of those submissions.

Introduction

1. I entered the bookmaking industry at 18 years of age. In 1983 I applied to the Bookmakers
Protection Association (southern area) to go on the waiting list for Rails Racecourse Pitches. I was
granted my first pitch soon after and commenced my on-course business. Over the years, my on-
course business has developed and now encompasses a portfolio of 27 pitches on various
racecourses throughout England.

2. I was always interested in the history of racing and its administration. I was put forward in 1990
for election of the Board of Directors of the Southern Bookmakers Protection Association. I was
duly elected and subsequently became its Chairman in 1994. My position as Chairman of the
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Southern BPA entitled me to a seat on the Board of the National Association of Bookmakers. I
served on that committee until 1998. During that period I was also a member of the Rails
Bookmakers Association, and, on leaving the National Association of Bookmakers, I was
approached and asked to serve as Company Secretary of that Association.

3. I became the chairman of the Rails Bookmakers Association in 2002 following the retirement of
the late John Banks. When the National Joint Pitch Council was introduced at the behest of the
Levy Board, the Rails Bookmakers Association was asked to assist in the structure and
administration model, which it subsequently adopted. I was there from the outset. I was charged
by the NJPC, with the agreement of my own association, to compile the picking for Rails positions
at every racecourse in the United Kingdom. I was very qualified to do so due to my past experience
on the Southern BPA and as a director of the NAB. As serving director of the NAB, I was involved
in various committees which dealt with the overall administration of the rules and guidelines used
in the administration of the betting ring.

I think it would be helpful at this stage to set out some of the history pre-1998 of betting ring
administration. This will serve to illustrate how the system of seniority position transfer has evolved,
participated in by all interested parties, including the RCA and become entrenched in the racing industry.

The History

(a) Pre-1958 it was generally accepted by the betting industry that the administration of pitches was
unsatisfactory for all concerned, not least the punter. In 1958, Major Ferguson of the Jockey Club oversaw
a scheme to formalise betting lists and the future administration of those lists along with the betting ring
in general.

(b) The Ferguson Scheme, as it became known, was coordinated by the racecourses, the Jockey Club and
the National Association of Bookmakers. I would add that the scheme encompassed all on-course
bookmakers.

(c) The Ferguson Scheme succeeded. Each year the National Association of Bookmakers’ rules were
reviewed by the Pitch Rules and the Administration Committee. Any amendments to these rules have been
proposed to the Racecourse Association, which had the sole authority to either amend or reject the
proposals put forward.

(d) Enshrined within the National Joint Pitch rules was a mechanism for the transfer of pitches, albeit
limited at that time to sons who worked in the business.

(e) As the rules evolved, it became apparent to the Racecourse Association that the restrictions of the
rules relating to inheritance were duly limiting and needed to be reviewed in light of European legislation.
The rules were amended to encompass transfer of pitches to wives and daughters. This change occurred
in 1993.

(f) The RCA expressed a wish to the NAB for the complete overhaul of the administration of betting
rings to modernise and improve the on-course industry. A working group comprising both the RCA and
NAB representatives was established under the Chairmanship of Christopher Spence, senior steward of the
Jockey Club. Long and protracted negotiations concluded in agreement for future improvements and
administration. This was announced and reported in the press by both the NAB and RCA. Four days later,
the RCA refused to honour the agreement. Subsequently, in August 1997, a presentation was made to the
NAB board by Mr Nigel Kent-Lemon and Morag Grey who, as RCA representatives, put forward the
RCA’s position on the matter. They stated that unless immediate progress was made, the RCA would
terminate the Ferguson Scheme. I was present at this meeting. The NAB were unable to reach a consensus
on the terms and conditions put forward by the RCA. Subsequently, the RCA served formal notice that
they were terminating the Ferguson Scheme.

(g) At this stage the Levy Board intervened at the request of the Racecourse Association. A consultation
process was announced and all parties invited to file their submissions for the way forward. The conclusion
of this process was the review undertaken by Sir John Sparrow and what became known as the Sparrow
Report, which is an annexe to the Federation of Racecourse Bookmakers’ submission.8

(h) As a consequence of the Sparrow Report the National Joint Pitch Council was formed to implement
the recommendations. It would deal with the administration of pitches to include the transfer of pitches. At
Annexe 1 of this submission are the letters from the FRB’s lawyers to Sir John Sparrow, Keith Elliott and
Tom Clarke together with their replies and the submission of Richard Marriott OBE, which I ask to be read
in conjunction with the FRB’s submission.

(i) The NAB challenged the findings of the Sparrow Report and by way of judicial review. It came to
court in September 1998 before Mr Justice Owen. A copy of his Judgement is annexed at appendix 1.9 The
Application for Judicial Review did not succeed and delayed the transition from the existing Ferguson
Scheme to the new regime which was to be supervised and controlled by the NJPC. This allowed for the free

8 Not printed.
9 Not printed.
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transition on the open market of pitches. That had never occurred before. It meant that pitches now had
real value and were a valuable commodity to be bought and sold. This can best be demonstrated by the
results recorded at the first pitch auction in December of that year which were in excess of £3 million.

(j) The Levy Board attended the first auction in force. Questions were asked directly of the Levy Board
members that attended. They reassured everyone that there were no restrictions on the buying and selling
of pitches and their acquisition was an investment for the future. That had been confirmed in the NJPC
brochures and roadshows which foreshadowed the first auction sale. I fully participated in this, helping to
compile the brochure and going on the roadshows.

(k) I have no doubts about the eYcacy of the tenure. Apart from promoting it at the behest of the NJPC
and Levy Board (NJPC having in eVect been a creature of the Levy Board) I bought and sold pitches myself
over a period of years increasing the seniority of my pitches and their number. I hold 27 pitches in all with
seniority positions on festival days at the most prestigious racecourses.

(l) I was present at auctions where members of the NJPC were quizzed by potential purchasers. They
would give them complete assurance as to tenure. Some of the individuals had considerable business acumen
and successful careers. They saw a way of indulging their interests in racing with a career in bookmaking.

(m) I was asked by the NJPC to help establish training schemes for potential new entrants into the
industry. I duly did this and attended seminars, as and when requested.

(n) The inaugural training session for new bookmakers was attended by Caroline Davis of the RCA who
supported the transfer of pitches and principle of the scheme.

NJPC Involvement

(a) My predecessor, the late John Banks delegated me as his replacement on the NJPC Council which
consisted of:

(i) Three independent Levy Board appointees

(ii) Two RCA representatives

(iii) Two bookmaker representatives

(b) I have attended all NJPC Council meetings since 2000 to date with exception of one.

(c) The Council of the NJPC dealt with many functions, one of those being various sub-committees to
deal with the guidelines and rules. They were overseen by Michael Bowler, one of the three independent
members of the NJPC, then as now appointed by the Levy Board. One of the issues dealt with was the
disciplining issues arising from the failure of bookmakers to attend meetings. Previously a sanction had been
demotion of bookmakers’ seniority on the picking list. I advised Mr Bowler that I was concerned that this
unilateral penalty, taking someone’s pitch away from them was wholly unfair and I questioned its legality.
After discussion the sub-committee agreed to amend the existing disciplinary sanctions so that the demotion
of its seniority was removed and replaced by a fine mechanism only. That sub-committee comprised myself,
Mr Bowler and the RCA member.

(d) In its first year, the NJPC introduced a system that compensated on-course bookmakers if they
became disadvantaged by transactions relating to the transfer or pitches. The compensation mechanism
became activated when the designated pitch number had been set by the LJPC (Local Joint Pitch Council)
and subsequently altered (ie reduced by the particular racecourse). I myself was involved in two such
transactions:

(i) At Salisbury I had list position number 10 out of 10. I sold it to a bookmaker on the understanding
that it was in perpetuity. Shortly following the sale, the racecourse decided to reduce the number
of pitches to eight. The bookmaker who had purchased my pick was fully compensated by the
NJPC for this loss.

(ii) At Goodwood, the local pitch council whose task it was to set designated numbers on racecourses
originally set a number at the behest of the racecourse themselves reducing it eVectively and taking
my asset from me. The NJPC under the compensation scheme awarded me £12,000 which was the
value of the pitch at that time.

(e) At an NJPC board meeting, it was confirmed that the tenure of a bookmakers’ list position was in
perpetuity, which was subject to the existence of the particular racecourse. This state of aVairs was and has
continued to be acknowledged by the RCA and everyone on the NJPC board.

(f) There are many other examples of issues agreed between members of the NJPC which endorsed the
total acceptance of the seniority positions. One of those, which I only mention briefly, is the alteration of
the seniority position which I will be happy to explain to the Committee if asked to do so.
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Conclusion

List positions have always been bought and sold on the basis of perpetuity. It will be contrary to any form
of justice if the Racecourse Association is permitted to cease to recognise list positions. I, like hundreds of
my on-course bookmaking colleagues across the country, have worked hard for many years to secure these
crucial assets only to have them expropriated from me by the RCA. This is a particularly bitter pill to
swallow because the RCA have benefited from the post-1998 system and indeed were vital to its
establishment.

The RCA’s commercial opportunism has been unintentionally facilitated by omissions in the Gambling
Act 2005 and on-course bookmakers need this to be rectified. The validity and urgency of our concerns were
quickly recognised by MPs. In a subsequent adjournment debate, one of the phrases used by these MPs to
describe the actions of the RCA was “industrial theft”. I urge the Committee to heed these considerations.

October 2007

Memorandum submitted by Keith Johnson

The History to the Current Position is as Follows

In 1997 the Race Course Association (RCA) decided that they wanted to modernise the betting ring on
racecourses and consequently asked the Horserace Betting Levy Board (HBLB) to consider how this could
be achieved. The HBLB is a statutory body, which since its creation in 1961 has had a pivotal role in
bookmaking issues on the racecourse.

The HBLB duly created the National Joint Pitch Council (NJPC) to supervise and administrate the
modernisation. A number of changes were made to the way that bookmakers operated but the main change
was to the way that bookmakers were to be allocated their betting positions.

Previously there had been a system of “dead men’s shoes” with waiting lists in excess of 30 years, now the
NJPC brought about a system of buying and selling. This was heralded as an opportunity to enable existing
bookmakers to finance their retirement with a lump sum from the sale of their positions and more
importantly to give new blood the opportunity to enter the profession with the comfort of a stable career
option and certainty over the security of their investment’s.

The auction sales were a great success with over £100m of positions changing hands. The publicity and
preambles to these sales used very upbeat and comforting statements such as; at last bookmakers can invest
in a career for their future and their families future.

All the statements implied long term security of tenure for generations to come and as the RCA were
represented on both the HBLB and the NJPC then bookmakers had no grounds to suspect that in a few
short years the RCA would seek to make all these investments totally worthless.

Then the Government passed the 2005 Gambling Act and with it the potential ruination of individual
racecourse bookmakers and the virtual extinction of the industry.

The Act was primarily intended to deal with the UK’s growth of Internet betting, super casinos etc but
much smaller businesses such as racecourse bookmakers have being swept up under the provisions of the
Act.

For decades successive Governments have recognised the need to give racecourse bookmakers and their
customers protection under the law against the threat of the racecourses exploiting their dominant position.
Most of these safeguards have been taken away under this Act.

In particular the racecourses through their trade association (RCA) have interpreted the Act as giving
them the power to confiscate all the seniority positions (pitches) currently owned by the bookmakers and
have notified the Bookmaker Associations by letter that this is their intent.

Consultations with the Department of Culture, Media and Sport (DCMS) and Government Ministers
lead us to believe that this was never the intention of the DCMS but they have shown no enthusiasm to take
action to rectify the position.

If the RCA get their way, then on the 1st September 2012 they will confiscate, without compensation all
the bookmakers’ pitches on all racecourses.

Many bookmakers have invested their life savings, retirement funds and even their family homes in these
pitches and now risk being wiped out by the law of unintended consequences.

Should this happen the big bookmakers such as the PLC’s may be able to do deals with the racecourses
to take over all the prime pitches but many of the smaller family firms will not have the resources or the
inclination to pay twice for their trading positions.

Nor should they have to.
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The bookmakers pitch tenure depends on “certificates of approval” for betting areas on racecourses,
which have historically been part of the remit of the HBLB.

The HBLB were able to ensure that plans for any new betting areas would not merely transfer the demand
from the existing areas. Despite the reversal of the DCMS’s initial plan to abolish the HBLB the HBLB are
reluctant to continue with this duty.

This function is now to be the responsibility of the local authorities who have no experience in these
matters and who have no enthusiasm for the task. This also leads to a potential conflict of interests, as the
same local authorities that are now to be responsible for issuing the certificates of approval own several
racecourses.

Consequently there is an immediate need for the tenure issue to be placed in alternative hands but as
matters currently stand the RCA have interpreted the Act as Government blessing for them to confiscate
all the bookmakers positions.

We are advised that the relevant Ministers could suYciently amend the Act without recourse to
Parliament so as to remove the unfair threat that currently hangs over Racecourse Bookmakers.

This needs to be done and done quickly otherwise lots of families face ruin through no fault of their own
and British racing could lose forever one of the key elements that make the British racing experience the
most colourful and the best in the World.

November 2007

Memorandum submitted by Clive Reams

1. I live in Cambs with my wife and our two children.

2. My before my appointment as General Manager of the National Joint Pitch Council (NJPC) in 1998
I have worked in the racing industry for 25 years since leaving university with a degree in politics. I have
held several senior managerial positions in both the commercial and administrative sectors of the industry.
At the time the Sparrow Committee was first formed I was the Head of the Starting Price Operation for
Trinity Mirror and as such was invited to give evidence to the committee and provide a background briefing
to the then Chief Executive of the Levy Board.

3. I should briefly explain that the Sub-Committee was set up by the Horserace Levy Board in October
1997 under the chairmanship of Sir John Sparrow. It was reported on 24 March 1998. I understand that
report has been exhibited already and I therefore will not annexe it to my submission. As a direct result of
the Sparrow Report the NJPC was formed. It was a company limited by guarantee. It was to administer the
betting rings on racecourses which held Certificate of Approval as issued by the Levy Board. There were
three integral elements to the NJPC’s role.

(a) to modernise the betting ring;

(b) to improve customer service to the betting public; and

(c) to develop the strength of the on-course market and develop the business for racecourse
bookmakers.

4. Initially the NJPC introduced a system of transfer of seniority positions by public auction and also by
private treaty for seniority positions held by companies. The private treaty option was extended
subsequently for all bookmakers. The auction system which commenced on 13 December 1998 at Sandown
Racecourse enables bookmakers to buy/sell their seniority positions to other authorised and licensed
bookmakers.

5. The purchase of the seniority position receive the right to pick an operating in the betting ring (a pitch)
relative to other bookmakers in descending order as determined by the seniority list published by the NJPC.
The right to pick gave the bookmaker concerned flexibility to adapt to any change that may have occurred
in and around the betting ring (ie Grandstand, exit changes, flow of punters into the ring and the siting of
rails by of example).

6. There is absolutely no doubt that the rights as set about above conferred to both new owners and those
bookmakers who retained age old family held seniority positions were right to pick in perpetuity. I use that
term because they were the words used by me and the rest of the NJPC staV on countless occasions at
roadshows prior to the system being introduced and post the new changes and at auctions and bookmakers
seminars generally. I gave those assurances as did the rest of the NJPC because that was the complete belief
and understanding of all the members of the NJPC board and executives without exception.

7. The NJPC chairman, Richard Marriott OBE, stated in the NJPC newsletter in December 1998 which
I exhibit as annexe 1:

“Until now bookmakers’ pitches had intrinsic value. . . Today his seniority . . . will have a value
established in the fairest possible way—at public auction”.
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The timing of the statement, prior to the first auction was read and meant to be an assurance to perspective
buyers. This statement was made by a man of the highest integrity making a statement of clarity and intent
who was put in a position by the Horsebetting Levy Board. The bookmakers that I have met and saw over
the years (I was appointed Chief Executive of the NJPC in the year 2000) totally accepted the amount of
the roadshows, the representations made by Sir John Sparrow and lately by Richard Marriott OBE that
they are requiring a worthwhile investment and many to my knowledge sold valuable assets to raise money
to buy pitches.

8. My personal understanding as to the state of the bookmakers list was held by all the individuals who
served on the NJPC board and its staV. I had countless conversations with the Levy Board chairman, Robert
Hughes, the Chief Executive of the Levy Board, Rodney Brack and the persons who helped introduce the
new scheme know as “The Three Wise Men”, Sir John Sparrow, Keith Elliott and John Rob. It was at all
times their understanding that pitches were freely transferable as a result of the changes by public auction
or private treaty.

9. The RCA had two seats on the NJPC board and fully represented on all local joint pitch councils at
each racecourse. At no stage did the RCA make representations to the NJPC board with regard to any desire
to limit the lifespan of the seniority list. They fully approved of the process and said so. The racecourses
encouraged bookmakers to trade in the betting ring because it induced their income by seniority positions
as it not only revitalised the betting ring and improved customer service for the race goers but they also
received money from the process. To my knowledge the NJPB made the payments to the racecourses. They
received in excess of £150,000 for improvement grants in 1999 alone. The actual sum is much higher.
Further, they receive room rental fees to staging monthly auctions at an average of £1,000 per auction.

10. Neither the Racecourse Association nor individual racecourse ever indicated formally or otherwise
their intent to terminate seniority positions. I do not believe that there is any evidence available which is
contrary to that view, Had the RCA wished to explore the prospects of changes of the seniority position or
the imposition of a time limit then they would have had to consulted myself, the Chief Executive, particularly
as I was the designer and driver of the auction system.

11. I have no doubt that I was charged by the NJPC and the Levy Board to promote and sell the concept
of permanent rights to the bookmakers. The NJPC was the agent of that process. There was total
encouragement and support for this throughout the entire industry including the RCA.

12. To suggest otherwise is irresponsible and to put it bluntly a complete distortion of the truth. I would
never have deceived bookmakers by entreating them and encouraging them to spend very large sums of
money on buying seniority positions if I had had the slightest doubt that their pitch rights would be
terminated. The only occasion that they would be terminated was if a racecourse closed and there were no
other exceptions.

October 2007

Memorandum submitted by Barry R Johnson

1. I live with my wife in Northants. I am now 58-years-old.

2. My father was a bookmaker who owned a small number of betting shops up until his death in 1971.

3. For many years I wished to become personally involved with racecourse bookmaking. Because of the
seniority system of pitch movement, I knew that I would have to take my place at the end of the queue and
begin by betting on the worst pitches. I therefore decided that this would not be financially feasible and I
pursued a business career outside racing.

4. My success in that career gave me the resources to revisit the possibility of bookmaking for a living
when I realised that I could take advantage of the Government appointed Levy Board decision to allow and
encourage the sale and purchase of pitches through the NJPC which not only organised the auctions of
pitches but which also had responsibility for the Betting Ring on racecourses. As a result I began to buy
pitches and build a bookmaking business.

5. Since November 1999 I have paid a total of £997,000 for my current pitches. I attach a list of them as
Annexe 1.10 That sum of money comprises a personal loan to the business of £650,000, a personally secured
business loan of £140,000 from HSBC and the reinvestment of profit over the last few years.

6. This year, my business will have a turnover exceeding £4,000,000. It employs eight people full time,
two of whom are my children.

7. I have made this very substantial investment and built up this business to provide, now and in
retirement, for my wife and myself. The business and its pitch asset value are also intended to provide for
the future of my children.

8. I am astonished at recent developments whereby the RCA apparently considers that it can ignore
bookmakers’ investments in pitches after 2012. I give the following reasons for that astonishment:

10 Ev 16
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(1) The Levy Board is a government appointed body. All that has been done under the auspices of the
NJPC has been done with Levy Board approval.

(2) Everybody involved understood the permanent nature of the sale or purchase of pitches. The
NJPC auction system and documentation is not consistent with anything else.

(3) The NJPC has deducted initially 12% and latterly 6% from monies on pitch sales. The RCA have
benefited from these deductions.

(4) The RCA has had two members sitting on the NJPC throughout. Only in March this year do they
query the significance of list positions. I am no lawyer, but this looks like naked opportunism to
me.

(5) The transfer of pitches has for decades been conducted on a rigorous basis; first by list positions,
latterly by regulated auction sale.

9. I am willing to give evidence before the Select Committee.

October 2007
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Witnesses: Mr Robin Grossmith, Director, Federation of Racecourse Bookmakers, Mr Clive Reams, Former
Chief Executive of the National Joint Pitch Council, Mr Barry Johnson, Bookmaker, and Mr Keith Johnson,
vice-chairman, National Association of Bookmakers, gave evidence.

Q1 Chairman: Good morning everyone. This is a
one-oV session of the Committee to look at on-
course bookmaking. I would also like to thank
Arena Leisure for their hospitality to some members
of the Committee yesterday when we visited
Lingfield Park to talk to both the managers of the
course and the bookmakers who were there. We
have a number of sessions this morning, so we are
going to have to move fairly rapidly. I would ask our
witnesses if they could be brief in their answers.
Could I welcome to the first part of this morning’s
session Robin Grossmith, the Director of the
Federation of Racecourse Bookmakers; Clive
Reams; Barry Johnson; and Keith Johnson, Vice-
Chairman of the National Association of
Bookmakers. Perhaps you could set out for us what
the impact has been of the provisions of the
Gambling Act on the business of on-course
bookmakers.
Mr Grossmith: Indeed, Mr Chairman. With your
permission, I would like to address the Committee
with a short introductory statement and then, if I
may, take your question later on. May I thank you
and your Committee for deciding to examine this
grave injustice. The assets of hundreds of racecourse
bookmakers across the United Kingdom have been
devalued and in five years’ time will be reduced to
nothing. This is because the Racecourse Association
unilaterally announced on 14 March this year that,
as of 2012, racecourses will no longer recognise
bookmakers’ list positions. Bookmakers like myself
and my colleagues here today have worked hard
over many years and have invested large sums of
money in securing these assets which, in many cases,
were seen as a retirement fund and financial security
for ourselves and our families. Up until the RCA’s
decision, it has always been understood that these
positions were held in perpetuity and they have
always been bought and sold according to this
understanding. We informed the DCMS about the
crucial importance of continuing to guarantee the
tenure of our list positions on numerous occasions
prior to the Gambling Act 2005. Nevertheless, the
RCA have opportunistically taken advantage of
omissions in the Gambling Act to confiscate
something that does not belong and has never
belonged to them. Many bookmakers stand to be
financially ruined and quite simply will be forced out
of the industry. Many small family businesses which
it has taken decades to build up will go under. This
was not the intention of Parliament and we look to
Parliament for redress. That is our general position.
Would you, sir, please ask me the first question
again.

Q2 Chairman: Yes, it was really if you could set the
scene for us by saying what has been the
consequence of the Gambling Act on on-course
bookmakers and how this position has come about
as a result of that.
Mr Grossmith: The consequence is that it is totally
disastrous. The reference made in the 2005 Act has
been interpreted by the Racecourse Association as

meaning one thing; our interpretation is strongly in
the opposite direction. In fact the Act itself is not
specific either way, and the racecourses have taken
a position on it which we think is totally unfair and
totally unjust in the eVect it has had on bookmakers.
Tenure has never been an issue by any interested
party, including the RCA themselves. They have
never laid claim to our pitches until there was what
we say was a misdrafting in the 2005 Act. The value
of the racecourse pitches as we approach 2012, if
their interpretation is to be deemed correct, will be
worthless. Our members have invested huge
amounts of money. They have remortgaged their
homes, they have cashed in pension schemes, on the
clear understanding that the pitches were bought in
perpetuity. I think it is worth at this early stage
defining our interpretation of “in perpetuity”. In
perpetuity is a long time. I would even use the word
“life”. We have always been under the clear
understanding that “in perpetuity”, in this instance,
related to the length of the life of the racecourse and
that if a racecourse were to close down, we would
have no compensation rights whatsoever, no land
rights whatsoever, we would quite simply walk
away. In perpetuity is not for ever and ever; it does
have a life span and that life span is the length of the
life of a racecourse.

Q3 Chairman: The Government have said that this is
essentially a matter for the bookmakers to negotiate
with the racecourses, and there has been some
preliminary discussion. However, in the working
group we were told that you had specifically decided
not to look into the issue of pitch positions. You had
kept that oV the table, yet that seems to be the
absolute crux of where the dispute lies. Why are you
not negotiating in this matter with the racecourses?
Mr Grossmith: I think it was very important from an
early stage that our marker was put down.
Racecourses want to marry the two together: the
tenure of our pitches and commercial negotiations
post-2012. That quite simply is not the situation. We
contend that we have tenure of our list positions and
it is a totally diVerent discussion and argument to
make come 2012. If we marry the two together at this
stage, we are actually saying to the racecourses,
“You are right.” We contend that they are wrong.
We have never refused to meet with racecourses. I
have a file here of correspondence between
ourselves, via our solicitors, with the Racecourse
Association where we have oVered to meet them. We
said to them in our first letter: “To have negotiations
with the sword of Damocles, eVectively, hanging
over our head is not the right way forward. Would
you be prepared to withdraw at this moment in time
your position, your threat, to enable negotiations to
go forward in a positive and forward-looking
manner?” The response to that was no. This has been
minuted at the working group meeting on 11 April
this year. That working group was set up by the
DCMS itself to look at the future administration of
racecourses. We had it minuted at that meeting and
we have had correspondence with the RCA on that
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since. We are quite willing to sit down and talk to the
RCA about commercial arrangements post-2012,
but until the matter of our tenure is cleared up we
cannot see a way forward. It is very simple: if this can
be cleared up, we will meet them literally tomorrow
to discuss the future.

Q4 Chairman: Whilst you are very happy to talk
about such matters as the admission cost to your
members to gain access, the question of positions in
the ring, as far as you are concerned, is determined
by the list and that is not a subject on which you are
willing to compromise or negotiate.
Mr Grossmith: Correct, sir.
Mr B Johnson: May I add one thing to that. We are
prepared to talk because the five times rule is going
to cease—about the amount of rental we will pay to
stand there—but what surely cannot be up for
discussion are the list positions that we paid
hundreds and thousands of pounds to purchase. We
are more than prepared to have the conversations,
more than prepared to have negotiations, but not
with regard to the list positions which, as far as we
are concerned and as we have always thought, we
have in perpetuity.

Q5 Chairman: There has been the suggestion that
some bookmakers are talking to racecourses on an
individual basis. Ascot has been quoted as one
example where some discussions are taking place.
Do you think that is going to happen? Do you
condemn the fact that some of your members seem
to be willing to enter into negotiations?
Mr Grossmith: In fact, sir, it is not our members; it
is us as a trade association. I have written to every
racecourse in the United Kingdom as Chairman of
the Rails Bookmakers Association—but of course it
encompasses all bookmakers, because, when
discussions take place on racecourses, there are ring
bookmakers and rails bookmakers and the FRB is
an umbrella organisation that speaks and acts for
everybody. I have had positive responses from the
racecourses I have written to. One of the points we
made in that letter was that we were concerned about
new betting areas—because new betting areas and
our tenure argument and our list position argument
are linked together—and I have had a very positive
response from racecourses on this, which I think
clearly demonstrates that we do want to go forward,
we are prepared to go forward, we have made a move
to go forward, but of course all the time our tenure
position is unsure it is going to be extremely diYcult
for us to make any progress. The Minister, Gerry
SutcliVe, last week facilitated a meeting between
ourselves and the Racecourse Association which,
indeed, we thank him for. One of the points made by
the RCA was: “We do not want to look back, we
only want to look forward. Forget what happened in
the past.” Well, obviously, if one is going to go
forward one needs a start point to go forward from.
Our start position is our list positions. The RCA do
not want to look back because if they do look back
what is immediately on their shoulder is our tenure
and our list positions—something they do not want
to recognise because of the diYculties that have

arisen from it. We are quite happy to go forward. We
look forward to meaningful talks with the
Racecourse Association and, indeed, individual
racecourses. Sir, you mentioned Ascot. I was party
to that meeting at Ascot and Ascot had come up
with a good idea. It is a new idea. We have
reservations as bookmakers and I think they have
reservations as a racecourse. It is to create a new
betting area, to oVer better customer service.
Bookmakers, both rails and ring bookmakers, were
unanimous in their agreement to give this a trial.
Ascot were the first to introduce this. We worked
positively with them. We have no problem
whatsoever going forward, but it is the tenure issue
and this is the one that must be addressed. There is
a clear distinction between our tenure and the
commercial negotiations that will take place—must
take place, the law says so—post-2012. Until we get
this sorted out, we are going to find it extremely
diYcult to go forward.
Mr K Johnson: Could I just say that the position at
Ascot, the new betting area, is still going to be based
on existing seniority lists. That is the whole basis that
Ascot are moving forward on, the lists that we
currently have.

Q6 Chairman: So you are happy to negotiate with
Ascot on the basis that they accept the list positions.
Mr K Johnson: Absolutely. That is fundamental.
Mr Grossmith: Absolutely.

Q7 Mr Sanders: How many racecourses are there in
the United Kingdom?
Mr Grossmith: Fifty-nine, sir.

Q8 Mr Sanders: How many of those have closed in
the last ten years?
Mr Grossmith: We have had no closures.

Q9 Mr Sanders: So this idea of “in perpetuity” which
you think is for the lifetime of a course, what are the
odds on one closing?
Mr Grossmith: There are two in actual fact at this
moment in time. Redcar. Lord Zetland, who is the
Chairman of Redcar, is looking to re-site Redcar
Racecourse something like five miles from the
existing site.

Q10 Mr Sanders: That is not closing it; that is just
moving it.
Mr Grossmith: That will be closing, in Lord
Zetland’s mind, I am sure, because it would be a
whole new development.

Q11 Mr Sanders: There would be a Redcar
Racecourse but not where it is at the moment.
Mr Grossmith: One would think, from a
bookmaker’s point of view, it may be extremely
diYcult to argue.

Q12 Mr Sanders: Bolton Wanderers did not fold
when they moved to Reebok Stadium, did they?
There is still a Bolton Wanderers. We would not
have lost the racecourse.
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Mr Grossmith: Indeed, fair comment, but if you look
at the Irish situation with Dundalk Racecourse, they
have done the same. Dundalk are claiming it is a new
racecourse.

Q13 Mr Sanders: That is in Ireland, it is not under
the United Kingdom Parliament Act and that is
what we are talking about.
Mr Grossmith: No, but one would think that
perhaps Redcar may take the same view. There was
some talk, and it is still going on at the moment, that
Folkestone Racecourse have had an oVer from one
of the major building companies for 14 acres of its
land at the bottom of the course. To make a
development cost-eVective, I think they need
planning permission for something like 17 acres. If
Folkestone were to sell to developers, I have a pitch
at Folkestone myself, I would walk away not
expecting a penny. That was the understanding and
bookmakers would abide by it.

Q14 Mr Sanders: If Folkestone closed today and you
had a site there then—
Mr Grossmith: I do have.

Q15 Mr Sanders: -- you would be compensated.
Mr Grossmith: No, not at all. Absolutely no way. We
do not expect compensation either.

Q16 Mr Sanders: The Racecourse Association
maintains that the bookmakers should have known
of the risks in 2003 following a DCMS position
paper giving bookmakers nine years to generate a
return. Are they right?
Mr Grossmith: No, sir, they are not. They are wrong,
in fact. The paper that you are talking about I believe
to be the paper dated May 2003. Perhaps I could
refer you to section 2.6 and I will read from it. “This
commercial approach should be brought to the on-
course market. We have already seen the removal of
“deadmen’s shoes” from horse racecourses and the
move to fully commercial sale arrangements for
pitches”—that is acknowledged by the DCMS in
that paper 2003. The first steps to commercialism
had already been completed. That was introduced
by the Levy Board in 1998, acknowledged by the
DCMS in 2003. This paper prompted myself and my
colleague at the time, John Stevenson—in actual fact
it was done at the behest of the Gaming Board at the
time—to prepare and present a paper, initially to the
Gaming Board, which we then passed on to the
DCMS. It was headed “The Impact of Licensing
Arrangements on Horse Bookmakers”. We have
supplied lever-arch files of the documentation and
that whole document is attached as an appendix to
that, laying out our position based on the fact that
the DCMS have acknowledged that our pitches, that
part of the commercial mechanism, had been dealt
with.1 We flagged up to DCMS on that and on many
other occasions the need to reflect in legislation the
very contents of that document and the actual
remarks they had put in their own position paper of
May 2003. Sadly, that has been missed.

1 Not printed.

Q17 Mr Sanders: But they did give this warning nine
years ago that this might happen. The fact that they
have not responded to your observations of that
warning does not negate the fact that you have had
nine years to prepare.
Mr Grossmith: Could you point out to me where
nine years ago we were warned of this?

Q18 Mr Sanders: In the DCMS position.
Mr Grossmith: Could you identify the section. I am
referring to section 2.6.

Q19 Mr Sanders: HB8, paragraph 1.12.
Mr Grossmith: I think perhaps we have diVerent
papers.

Q20 Mr Sanders: We can come back to that. You say
the total value of list positions is around £100 million
but the NJPC suggest that the value is much lower,
around £70 million. How are you going to come to
a compromise or, indeed, an agreement as to which
of those figures is correct?
Mr Grossmith: I think the figure of £100 million
includes commissions paid. The £100 million
represents a turnover figure where the £70 million
was the valuation the National Joint Pitch Council
put on its tariV lists earlier this year. That is where
the diVerence is.

Q21 Mr Sanders: You say that the list positions are
large investments but is it not true that over 98% of
list positions are worth less than £30,000 and the
average value of a list position is less than £6,000?
Mr Grossmith: I do not have access to where you
achieve those figures from. I am a director of the
National Joint Pitch Council. We have meetings
every six to eight weeks. Those figures, one assumes,
are prepared by Peter Smith our in-house
accountant. I would not question them. Peter is not
here for me to question them. We have just worked
on a total valuation figure. I think it is fair to say that
there are certainly bigger bookmakers and smaller
bookmakers and certainly their pitch portfolios
would be worth more than one over another. We
have worked on the national figure.

Q22 Mr Sanders: Those are RCA figures. I do not
know whether you would disagree with them
because they originate from the RCA, but, at that
value—and I am not knocking –£6,000 nine years
ago is not a lot of money, is it?
Mr Grossmith: £6,000, sir, with respect, is a lot of
money to an awful lot of people. Not everybody is in
the million pound bracket. We have individual
bookmakers with backline pitches who may only
have three or four. If you give £6,000 as your average
and a man has a portfolio—

Q23 Mr Sanders: But having nine years to realise
that, in nine years’ time, you will lose £6,000—
Mr K Johnson: Most people who operate full time
would need a portfolio of at least 30 pitches. £6,000
is a very modest pitch. People operating out of those
pitches would still have to invest up to £200,000 to
make a viable business. I do not really see what the
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relevance is of the value of the pitch. If you have
bought something in good faith, does it matter if it
is a lot or a little? It should not be taken from you.

Q24 Mr Sanders: That is a good point. It is a
principle point. I accept that. The transitional
arrangements though last until 2012. Is this not
suYcient time to realise a good return on the value
of the list positions that were bought?
Mr Grossmith: I would reiterate what my colleague
Keith Johnson has just said. It does not matter about
the value of the pitches. When we bought these
pitches we bought them in good faith in 1998
onwards. After the Horserace Betting Levy Board
were challenged in court by way of judicial review
for their right to grant tenure and put the whole
scheme forward, the challenge by judicial review
failed and the Levy Board were given the right—the
Levy Board being a statutory government body.
First step is the courts, the second step is the
government body. This was all overseen by the in-
house solicitor to the Levy Board. Let us go back a
step, if we may, and discuss due diligence. That gave
the bookmakers the security of the position of
knowing that what they purchased was, in the words
of Sir John Sparrow, who chaired that committee—
I think he used the words “a lifetime”—“You can
leave these in your will; you can sell them for your
retirement fund”. That is a clear indication that the
nine years you have mentioned is not a correct figure
and a correct position to come from. Bookmakers
could do no more than rely upon the courts of this
country and the Government of this country and put
their faith in those two institutions to go forward,
and that is exactly what we have done. It is a
travesty, what has happened to us.
Mr K Johnson: I think the problem is confusion over
the term “commercial arrangements”. The
racecourses have taken that to mean that they are
entitled to take the pitches from us—steal them, in
our view. We understand the term “commercial
arrangements” to mean that what we have bought is
ours—full stop—but we will then make commercial
arrangements to the daily charges levied on us by the
racecourses to use those assets. The two things are
totally separate in our eyes. When we heard the term
“commercial arrangements”, when we were given
the deadline 2012, yes, we realised we had to speak
to the racecourses. We have to come up with
proposals for funding the racecourses for our use of
the pitches but we maintain they are our assets. We
bought them in good faith, having been
recommended to buy them by oYcials either
appointed by the Government or representing
government bodies. We were never given any
caveats. The pitches are ours, but, yes, we must enter
into commercial arrangements as to how much we
pay to use them. But they cannot link the two.
Mr B Johnson: To give you one practical example:
just over a year ago I bought a prime pitch at
Cheltenham. That cost me almost £200,000. The
return on capital alone, after corporation tax and the
like, is going to take me between seven and eight
years to break level—not to make any money from
it—and I would not have dreamt of doing that, I

would not have even contemplated thinking about it
if I thought anything other than that the pitch was
for myself and my children (who also work on my
business) to run for many, many years to come
because it would have been a ludicrous financial
investment.

Q25 Mr Sanders: I find it amazing that bookmakers,
who ought to know the odds, would not have taken
more notice of what the DCMS were saying in their
position paper that they might change the system in
nine years’ time. You have taken a bet that they are
not going to do that; now that they are doing it you
are up in arms and saying it is not fair.
Mr K Johnson: We believe that they were changing
the rules on the daily fees so the “five times” fee
would go in nine years time. We were aware of that
and we would then have to negotiate with them for
a replacement of the “five times” fee. But none of this
ever suggested that assets would be taken from us
and no politician, nobody else of any influence at all
said that we would lose the assets, so we had no
reason to assume that that was part of the deal.

Q26 Mr Sanders: In 1998, incumbent bookmakers
received a windfall with the move to sale and trading
of list positions. How much did you all benefit?
Mr B Johnson: May I answer that, sir. I was not in
the business in 1998. My first interest in bookmaking
goes back to when my father was a bookmaker. He
died in 1971. I have worked for 30 years in business:
in the last 14 years, I spent ten years as a sales and
marketing director with the FTSE 100
communications company and four years in
southern Ireland as a group sales and marketing
director of a communications company. When I
reached 50, I realised I was the only sales and
marketing director I knew and that my shelf life in
that sort of role was likely to be limited and I was
determined to invest in the business. I found out,
because of my past interest and the like in racing,
that the opportunity had come through the
Government, through the Levy Board and under the
auspices of the NJPC (on the board of which two
members of the RCA sit), that these positions were
to be traded. I worked for the last seven years in my
employment with the sole aim of raising revenue to
invest in a business and I have reinvested the profits
in my business since I have taken it on. I now have
one of the larger on-course bookmaking operations
in the country, employing eight people, including
three of my children, on a full-time basis, and, dare
I say, enjoying an excellent reputation with the
customers. I have made this investment from earned
income. I have not won the Lottery. I have earned it
in 30 years of damned hard work and I find the
prospect of someone coming along and unilaterally
confiscating my assets to be absolutely deplorable.
So I am not a bookmaker who gained from the initial
trading of positions: just the opposite. I stand to lose
everything I have worked for for over 30 years
because of this situation.
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Q27 Mr Sanders: That is your position and a lot of
people will be sympathetic with that but that was not
the question I asked, which was about the windfall
in 1998 that on-course bookmakers received.
Mr Grossmith: That is correct, sir. In 1998, when Sir
John Sparrow put out for consultation to interested
industry parties his working paper on future pitch
administration, one of the things that the
Racecourse Association asked for was a commission
on pitches. The Levy Board took legal advice and
under the 1963 Betting, Gaming and Lotteries Act
their legal advice was from leading counsel, a chap
called David Pannick QC, who was very well
respected, was that that would circumvent the 1963
Act. Where the racecourse asked for something
other than pitches, by law we could not give and they
could not accept. That is something beyond our
jurisdiction. But it is worth taking it on a little step
further to Sir Alan Budd’s review in 2002. Alan
Budd, under section 26, refers to the “five times” rule
and shares the concerns that bookmakers have
regarding the “five times” rule. His recommendation
on that was to extend it for five years, hence we hit
the date of 2012. Sir Alan Budd says in his review—
and he referred to the “five times” rule: “If
bookmakers have concerns they have the
competition authorities to fall back upon.” It is quite
clear that Sir Alan Budd was dealing only with the
“five times” rule, not the tenure issue, because the
tenure issue was indeed not an issue: it had already
been granted in 1998 by the courts and a government
department.

Q28 Chairman: How many on-course bookmakers
would you say are roughly?
Mr Grossmith: About 630.

Q29 Chairman: One of the bookmakers I spoke to
yesterday, who had number 27 at Lingfield, said that
his investment in pitches was of the order of £12,000,
and, therefore, whilst obviously he is not
particularly happy he did not see this as a sort of
cataclysmic disaster for him in the way that clearly it
is for someone who has spent half a million. How
many people would you say have invested huge sums
of money and are going to be left having lost
everything?
Mr Grossmith: I am based in the south of England
and I know most of the bookmakers personally by
name and they know me by name, so really I could
only give you an overview from the South. My
colleague here, Keith Johnson, is in the North and I
am sure, continuing on from me, will give you a
valuation of the North. I would say in the south of
England, as a ballpark figure, you are certainly
looking at 30–40 bookmakers who hold portfolios
of that size.
Mr K Johnson: It would be impossible to have a
viable business if you did not have at least a six figure
sum invested and probably quarter of a million is
what is required. I would estimate that there is
probably in excess of 100 full-time bookmakers. The
vast majority are part-time, hobby bookmakers,
who have other income or perhaps have
partnerships, who enjoy the experience of going

racing, whether they make a profit or not—it is a bit
incidental—but there will be somewhere in excess of
100 full-time bookmakers and they just could not do
it without an investment of in excess of £100,000.

Q30 Chairman: That is 100 across the country?
Mr Grossmith: Yes, between 100 and 150, if I was
guessing, but certainly more than £100,000.
Chairman: Thank you. Philip Davies.

Q31 Philip Davies: Could I press you slightly on your
strategy in terms of the negotiations that the
Chairman mentioned earlier. As Adrian said, I am
sure lots of people have sympathy with your
situation, but, if the Racecourse Association and
racecourses decide to press on regardless with what
they are planning and if the Government decide they
are not going to do anything to change what is in the
oYng, it strikes me that your strategy is therefore to
go down fighting but nevertheless to go down. Have
you not given any consideration, if what is proposed
does happen, to any likely remedy there might be
that you would look for in terms of compensating
you for the changes?
Mr Grossmith: We have taken legal advice, as you
can imagine, sir. There are certain options that are
open to us that we would look at after the results of
the Select Committee Report come out. We are
basically pinning our hopes on government and the
fairness of government to deal with this situation in
a fair and proper manner. On commercial
negotiations, if they were to go forward—and we are
very keen for them to go forward, let me make that
absolutely clear: we have no fear or concerns in
talking to the Racecourse Association going
forward—I must reiterate that, by going forward,
we need a start position to go forward. We have had
pre-meetings for this meeting, obviously, so we all
know exactly where we are coming from. Barry, do
you have a thought on how we could perhaps take
that forward?
Mr B Johnson: Obviously in the final analysis we
would have to seek legal redress, possibly from the
Government. But that is not a path that anyone
wants to go down.

Q32 Philip Davies: But you would be looking for
compensation.
Mr B Johnson: For compensation, absolutely.

Q33 Philip Davies: For the value of your pitches.
Mr B Johnson: For the value of our pitches prior to
the announcement from the RCA because prior to
the announcement from the RCA they were at least
33%–40% higher than they were post the
announcement from the RCA, and they are only
oYcial figures from the NJPC tariV.

Q34 Philip Davies: It strikes me from one of the
questions Adrian asked that there are two diVerent
categories of bookmaker. Perhaps you might be able
to enlighten us as to whether or not there is. One is
the Barry Johnson bookmaker, who entered into the
on-course bookmaking arena once sales were
allowed and has invested an awful lot of money
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buying particular lists, and then there are those
people who were there under the old “deadmen’s
shoes” system who have not invested anything in
their list, they have literally found themselves in a
position where they gained an asset that they never
paid anything for in the first place. Do you think
they should be all treated the same? Or do you think
that they should be treated diVerently based on their
circumstances of how they arrived at that pitch?
Mr K Johnson: I do not think the existing
bookmakers have gained an asset. All that buying
and selling enabled was a valuation to be put on the
asset that they already had. They always had the
asset but nobody knew what it was worth until
buying and selling came in.
Mr B Johnson: I would also agree with that because
the bookmakers who were there before the likes of
me were brought in demonstrated their commitment
to the future in the business by not realising their
assets. In a sense, they knew they had a value, but
they believed they were holding them for life and
wanted to work in the business for life, so they have
just as much vested interest as the likes of me. It
might not be quite as painful as from my perspective,
but, essentially, they have an interest as well because
they chose to stay in the business rather than
realising an asset and taking a windfall as you have
just said. That is their commitment to racing.

Q35 Philip Davies: You think that if anybody were
compensated, everybody should be compensated on
the same footing.
Mr B Johnson: Every list position has a tariV as
issued by the NJPC. That is the assessment of the
current day evaluation of a list position. Whether or
not you bought it for more money or less money,
that is the situation. Prior to the RCA
announcement, every position had a value. If
compensation is the path down which we tread, then
it should be based on that figure whether or not you
bought the asset or inherited the asset, in my view.

Q36 Philip Davies: Moving on to the commercial
arrangements: if racecourses decided to honour the
existing list system but then decided to charge a
diVerent daily price for the people who had the first
pick, would that be a system that you would be
happy with? The existing list system is preserved but
that people will pay a diVerent amount on a daily
basis for each position?
Mr Grossmith: The 2005 Act makes a new provision
for that. Come 2012 or by 2012, in fact—one would
assume the negotiations would certainly start 18
months prior to 2012—we are more than happy to
sit down with the Racecourse Association to discuss
just that principle. We can identify and we have
identified certain areas where we can work
commercially with racecourses for the benefit of
both the bookmakers and racecourses alike, and,
indeed, the consumer—because, at the end of the
day, the consumer is all important. That is not a
problem to us. We would welcome the opportunity
of talking to racecourses but I can only go back to
my original position. Tenure is one issue;

commercialism post-2012 is quite clearly something
diVerent, as identified by Sir Alan Budd in his review
and the DCMS position paper of May 2003.

Q37 Philip Davies: They are not entirely diVerent,
are they? I obviously cannot speak for Barry
Johnson, but if he bought No 1 at a particular course
based on the belief that everybody, wherever your
position was on the course, would pay the same
entrance fee, then obviously that makes list No 1
more valuable. If for list No 1 to stand on a daily
basis you are charged ten times what you would be
charged for list No 10 on a daily basis, then that asset
is devalued straightaway by that, is it not? The two
things are linked, are they not?
Mr B Johnson: You make a very valid point but
Robin is saying—and it is what we would want to
support—that we want to sit down with the
racecourses and come up with an equitable solution.
There will clearly be a limit to how much can be
charged on a daily basis no matter what pitch you
are in, because the margins are the margins and you
have to run a business profitably, but we do not have
preconceived views in terms of that and, as long as
the figures that came out were justifiable and
reasonable, we would want to work with those, but
all under the caveat that the assets we have bought
need to be recognised.

Q38 Philip Davies: One of the points that you made
was that the smaller bookmakers would be hit the
hardest but it strikes me that the exact opposite is the
case. It may well be that the smaller bookmakers
with a list position of 27 at Lingfield may well find
that they pay less to stand at a racecourse than they
do now and the people who will pay more, in all
likelihood, will be the biggest bookmakers. Would it
not be the biggest bookmakers who will be hit
hardest?
Mr B Johnson: It depends on your definition of the
smallest bookmaker, sir. Essentially, we are talking
independent, one-man bookmakers versus the
national multiples who have lots of other interests,
et cetera, et cetera. In that sense, if you are regarding
me as one of the bigger bookmakers, I feel very much
like one of the smaller bookmakers.
Mr Grossmith: To take your point a little further,
and it is by way of good example: recently Ascot held
an open meeting. Charles Barnett, who is the Chief
Executive of Ascot, addressed about 70 bookmakers
from the stage—which is an annual thing that most
racecourses do—and one of the points he made
there, along with his colleague David De Molder
were that racecourses, looking into the future and
value of pitches, may well charge less than the five
times for certain pitches and may be looking to
charge less than the five times presently on certain
racing days. Everybody appreciates that going
racing as a bookmaker midweek is diYcult, we all
understand that the crowds are down, but he very
correctly pointed out that when one looks at, let us
say, Royal Ascot as a festival meeting, if they were
looking to charge less than the five times for the
midweek meetings, they may well look to charging
more than five times for festivals, evening meetings,
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weekend and bank holiday meetings, et cetera. That
seems an extremely sensible way forward and a basis
to go forward on. I was at a meeting only a couple
of weeks ago, again at Ascot, for new betting areas.
Again Charles Barnett at Ascot said, “We are not
looking for more than the five times to bet in these
areas” although they have the legal right to do so. He
said, “We want to work with bookmakers and we
want to go forward together.” That position taken
by Ascot will be reflected by other racecourses. We
certainly want to work with racecourses along those
lines. Earlier on, if I may go back, I mentioned that
in 1998, with Sir John Sparrow’s review, racecourses
asked for a percentage of the pitch values. Counsel’s
opinion was that they could not have it at that time.
When we enter into the commercial world post-2012
that may well be something else that goes in the pot
to discuss commercial arrangements with, but,
again, I must reiterate there are two clear headings
here, one is the tenure of our list positions and the
other is commercial negotiations and they are totally
separate and should be dealt with separately.
Mr K Johnson: Under the current system it is
possible for smaller family firms, smaller
bookmakers, to have prominent positions under the
list system. If we lost the list system and all the
pitches went out for tender, then, yes, the smaller
firms could tender again, providing they could get
the finance, but they would have to tender on the
basis that the amount they could oVer would have to
be viable to make the pitch profitable. Perhaps the
big PLCs could look at it diVerently and they could
tender unviable amounts, because they would be
getting the prominence, the exposure, the marketing
side of things, so it is more than likely that the very
high profile pitches would all go to the big high
profile PLCs and that the choice and range of
bookmakers would diminish.

Q39 Chairman: You distinguish between
commercial negotiations, which you are happy to
enter into, and security of tenure, which, essentially,
you regard as sacrosanct. Perhaps I could put to you
three statements, given to us in evidence, and see
how you react. The Horserace Betting Levy Board
says it “[. . .] did not consider that bookmakers had
security of tenure in respect of pitches and is not
aware that any indication was given to purchasers of
pitch positions that they may have had security of
tenure”. The National Joint Pitch Council’s opening
statement says: “[. . .] no indications on security of
tenure were given to those buying positions on
bookmakers’ lists in recent years”. Finally, the
Minister says: “It is worth noting that the
Government believes that bookmakers were given
no indication that they would have security of tenure
over their bought pitch list positions.” How do you
respond to those three statements?
Mr Reams: I was the former Chief Executive of the
NJPC. I was the architect, eVectively, of the auction
system which we are all debating here. I can
definitively state that bookmakers were led to
believe that the tenure of their list positions was
eVectively in perpetuity. Perhaps I could expand on
that for you. In my view there are two key points:

firstly, for 40 years prior to the NJPC era, the pitch
system was based on a stringent set of rules within
which seniority list positions were seen
fundamentally as the cornerstone of pitch
administration. This was continued with the
formation of NJPC in 1998. Neither the NJPC nor
the Levy Board gave any indications of a change to
that situation. Indeed, to quote from the Sparrow
committee, “The seniority lists lie at the heart of the
ring administration arrangements.” I would say, in
reality, tenure has always been fully accepted by all
the regulatory authorities, including the
racecourses. I can state categorically that as NJPC
Chief Executive in four of probably the most crucial
years of the NJPC—which were the first four years
of the auctions—at no time did the RCA give any
indication, not the slightest hint, that they
questioned the in perpetuity status of list positions.
May I also add that during that four-year period the
RCA had no less than eight formal written review
opportunities to raise their objections, plus over 40
NJPC board meetings and over 400 Local Joint
Pitch Council meetings. As far as I am concerned,
they said nothing. Conversely, on the totally
separate issue of rent, the “five times” rule, they
raised their objections at every opportunity. If I
could paint a picture for you: while I am announcing
to the board, the NJPC, the good news each month
of the millions of pounds being invested by the
bookmakers, we are now led to believe that the RCA
knew all along but never mentioned a word of it that
there was a shelf life to these assets?

Q40 Chairman: I understand your view about the
RCA. I am more interested about why the Levy
Board and the NJPC in their submission do not state
that there is security of tenure; indeed, they go on to
say that no indication was given that there was
security of tenure.
Mr Grossmith: If I may deal with the second part
first: I am a director of the NJPC, although the
submission put in by the NJPC was from its three
government appointed independent directors. My
understanding—and I think you maybe referring to
(1) in there—is that the NJPC are saying there was
no need to reinforce the position of security of
tenure. This was done in 1998 by the Levy Board.
Taking your first question now, if I may: to achieve
this, the Horserace Betting Levy Board, after
seeking legal advice, were informed by David
Pannick that they needed to amend the certificate of
approval. They subsequently amended section 5.
Racecourses bookmakers and the NJPC were bound
by section 5 and that is where our tenure sat. As best
I can remember it, it said something like:
Racecourses and the National Joint Pitch Council
must abide by these rules. Sir John Sparrow and his
committee and the full Levy Board, of which the
RCA are members, unanimously voted upon and
supported that. As reflected in the appendix within
our lever-arch from Sir John Sparrow himself, that
decision was unanimous. They then amended
section 5 of the certificate of approval. It had to have
an authority and somewhere to sit and that is exactly
where it sat. It is on that premise that we have gone
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forward and bought pitches. That is where our
argument for tenure arises from, from the
Government originally.

Q41 Chairman: Your position, essentially, is that
because everybody appeared to accept the list
position arrangement there was no need to give
indications that it was going to be in perpetuity
because nobody was questioning it.
Mr Grossmith: Absolutely. It is worth taking into
account as well at that time it was not visualised that
the Levy Board would go. As we know, the Levy
Board was reviewed and it was decided by the
previous sports minister Richard Caborn that
perhaps there is no longer a need for a Levy Board.
Subsequently the Government changed its mind and
the Levy Board is now to continue. Had that first
statement not been made, none of us would have
been sitting here in this room today. Our tenure
would not have been challenged by the racecourses
because it was always accepted. If, indeed, they did
not accept that position, why on earth did they not
challenge it from 1998 onwards, when they had so
many opportunities to do so? This is pure
opportunism on behalf of the Racecourse
Association to deprive us of our assets.
Mr Reams: The Levy Board did provide a number
of assurances on tenure because the Sparrow report
does say, “We have therefore concluded that the
only interests to which a bookmaker has a right is the
bookmaker’s seniority position.” It talks about
longevity, it talks about the long term and it talks
about the timing. Indeed, from my own
conversations with Sir John Sparrow, as far as he
was concerned tenure was not an issue. That is why it
was not brought up in the way you are talking about.
Mr K Johnson: I was an investor at the first auction
and I have absolutely no doubt that not only were we
given reassurances but we were encouraged to
purchase pitches. Richard Marriott in his opening
address stood up and said words to the eVect: For
the first time you can have security, confidence in the
investment; you are buying an asset which no longer
will be for you but which will be also for your family.
Noises like that were made by several senior figures
and as far as we were concerned there was a direct
link back to the Government; they were either
appointed by the Government or they were
appointed by bodies that the Government had set
up. At no stage was there any caveats issued. It was
actively encouraging us to buy.

Q42 Helen Southworth: Could I ask you a little bit
about small family firms or independents being
priced out. Can you explain to me why selling
something to the highest bidder at an auction would
not do that but tendering would?
Mr K Johnson: Some of the existing family firms
have pitches on the seniority list which they have had
for generations. Possibly, if they did not have them,
they would not be able to buy into them now. So we
have a system where a lot of the frontline prominent
pitches are from family firms that are second or even
third generation bookmakers.

Mr B Johnson: From my perspective there is a very
simple answer: I have spent my money and I have
bought the pitches—

Q43 Helen Southworth: I am not asking about your
individual positions, I am saying why does selling it
to the highest bidder at auction not exclude people
but tendering does?
Mr B Johnson: Essentially, the people who wanted
to buy it at auction have already paid the money,
and then to go into tender again for your own
property—that is even if you have the money—

Q44 Helen Southworth: It is a compensation issue
rather than an issue about the methodology.
Mr B Johnson: It would be clearly a compensation
issue if that was deemed to have to follow on, but
really we would all prefer to be allowed to run our
businesses and continue with our businesses in the
future.
Mr K Johnson: Also, prior to the Gambling Act,
there was a limit on how many seniority positions a
single bookmaker could have on any racecourse,
which meant that even if the big PLCs were inclined
to buy all the pitches, they were not able to do so.
That has been removed now, so they can buy more
than one position on one racecourse, but it did mean
that some of the senior positions were up for grabs
by the smaller bookmakers. If it just comes to a
matter of an annual lease and the bookmakers are
allowed to have as many pitches as they want, then
obviously the big firms could then take the
marketing decision and quote unviable rates for
them.

Q45 Helen Southworth: The distinctive position for
racecourses in the gambling field has been described
to me on a number of occasions as being about
entertainment, atmosphere, glamour, and that
people go to racecourses for the experience of the
horses, the entertainment, the people there—you
know, the feel and smell of it—and that bookmakers
are a central part of that process.
Mr K Johnson: We believe so.

Q46 Helen Southworth: They are part of the show.
Mr Grossmith: We think we are the major part of
the show.

Q47 Helen Southworth: You think they are the
major part of the show. In which case it means that
they are a crucial part of the show as far as the
racecourses are concerned, and, therefore, they
would be foolish to do anything other than build
them into a commercial operation as part of the
attraction.
Mr K Johnson: I think the racecourses always want
bookmakers to be part of it. In fact, I think it was
reported in today’s Racing Post that they
acknowledge that we are the people who get the
punters through the door. But it might be that the
racecourses wish to see a smaller number of high
profile bookmakers—which would eliminate the
family firms—and, instead of having 60 bookmakers
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on a racecourse, they would perhaps reduce it to 20
and charge the 20 quite a lot more money than the
60 who are paying now.

Q48 Helen Southworth: But if it were a commercial
operation, they would need to recognise the value of
the attraction.
Mr K Johnson: They would still have the attraction
but it might be a diVerent attraction from the one
that exists now. There could be a reduced number of
bookmakers and a reduced number of options for
the punters. It is true to say that in countries like
France and America, where they do not have
racecourse bookmakers, the racing is of a high

Supplementary memorandum submitted by Clive Reams

The National Pitch Rules—The Facts

The RCA has inferred that the solitary argument supporting their own interpretation of the new
“Gambling Act” is that the National Pitch Rules promulgated and enforced by the NJPC from October 1998
confirmed that bookmakers were not granted any property rights by means of their ownership of Seniority
Positions (subsequently known as List Positions).

This is a deeply flawed statement which requires far more forensic examination of the detail written not
only the Preamble but within the NP Rules themselves. But firstly let us remove one issue from this debate.

It is clearly established that there is a total separation between the “5 times Rule” and the Bookmakers
Lists.

The 5 times Rule paid by bookmakers to racecourses for the right to conduct betting business on that
particular racecourse on that specific day. Prior to the new Act the charges made to racecourses by
bookmakers were governed by the terms of the 1963 Betting, Gaming and Lotteries Act.

Bookmakers have confirmed their willingness to enter into commercial arrangements regarding the level
of charges on the basis of the security statement within the Budd Report.

“‘We recognise the force of the bookmakers arguments and we would expect the competition
authorities to intervene if racecourse owners acted unfairly”

This mutual position is accepted and need no further reference in this specific debate regarding the
National Pitch Rules.

The key area for the Select Committee to focus upon is the diVering usage of the term tenure by
bookmakers and the RCA. Throughout the past five decades and most particularly in the period since the
commencement of auctions in 1998 bookmakers refer to tenure as synonymous to “List Positions”.

Here is the Crux of the Matter

The RCA uses the word tenure as synonymous to a “Pitch”, a physical piece of ground on their racecourse
where a bookmaker erects his/her joint.

This has nothing whatsoever to do with List Positions and the two separate usages should not be confused
and are not interchangeable.

It should be noted that Bookmakers had not attempted to claim any right to a “Pitch”, the land owned
by the racecourse indeed to quote from the Levy Board’s Sparrow Report (1998):

“It is clear from the Joint Discussion Document between the RCA and the NAB that bookmakers
seniority does not confer any property rights”.

Sparrow then reaYrms the distinction between the property rights and Seniority positions with the
statement:

“We have therefore concluded that the only interest in which a bookmaker has a right is the
bookmakers Seniority Position”.

standard but the crowds are pitifully low and it is a
totally diVerent atmosphere from the racecourse
experience in the UK.

Q49 Chairman: We are going to have to call this part
to a close and I thank you all very much.
Mr B Johnson: Mr Chairman, I wonder if I could
make a closing statement.
Chairman: We are probably going to have to move
on because we have an awful lot of witnesses. If you
want to come back to us afterwards and submit
anything, we would be happy to receive it, but we are
going to have to move on to our next group of
witnesses.
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The drafting by the Levy Board of the National Pitch Rules perfectly mirrored that distinction.
Paraphrased definitions of “Seniority Positions” and “Pitch” clearly delineate between the two concepts.

“Pitch” is a position allocated to a bookmaker for the conduct of bookmaking business.

“Seniority Position” means a bookmakers position of seniority relative to other bookmakers on the
Bookmakers List entitling him to select in relative order a designated Pitch at which to stand his joint.

Quite obviously, the former refers to a physical position (piece of ground) and the latter refers to the
entitlement to their List Position relative to other bookmakers.

For the avoidance of doubt the NJPC and the bookmakers have never challenged the definition of “Pitch”
nor the fact that racecourses did not confer rights to a physical piece of land on the course.

Bookmakers have never confused “Pitch” with “Seniority Position”. Nor, it must be said, had the RCA
until it became opportunistic for them to do so in March 2007.

The Preamble, the sole refuge of the RCA argument, referred to an “entitlement to occupy any area or
areas”.

This is a “Pitch”

Now having demonstrated that the Preamble and the National Pitch Rules do not support the RCA’s
position with regard to the Bookmakers Lists they are left stranded and without any tangible defence. The
RCA should now admit that their stance has been based upon a false premise. The List Positions should now
not only be honoured but legitimised in contract between the bookmakers and the individual racecourses.

November 2007

Further supplementary memorandum submitted by the Federation of Racecourse Bookmakers (FRB)

Despite the inaccuracies and inconsistencies in the arguments of HMG and the RCA, the evidence points
to the fact that the RCA’s announcement was only permitted by virtue of omissions in the Gambling Act
2005 and as such is commercial opportunism.

Introduction

1. The chronology of events provides incontrovertible proof that the RCA’s decision to refuse to
recognise on-course bookmakers was permitted by virtue of omissions in the Gambling Act 2005.

2. In 1998 it could not have been known by any party that future legislation would abolish the system of
Certificates of Approval that statutorily guaranteed the security of tenure of bookmakers’ list positions.

3. It was understood by all parties, as informed by the Gambling Review Recommendations in 2001 and
subsequent DCMS position papers in 2003, that the access charges for bookmakers’ to racecourses, the five
times rule—The Rent, could be changed.

4. It was never indicated by any party (including the DCMS) prior to the Gambling Act 2005 that the
post-1998 list position trading system (The Assets) would not continue to be recognised.

5. Prior to the Gambling Act 2005, seniority lists and their recognition by racecourses were protected by
Certificates of Approval issued by the Levy Board.

6. This protection was abolished by the Gambling Act 2005 despite the DCMS being told on numerous
occasions, by a variety of interested parties, including statutory bodies, that statutory protection of tenure
of list positions must remain and was an issue that needed to be addressed.

7. The RCA made their decision to refuse to recognise list positions on 14th March this year, following
the issue of the Mandatory and Default Conditions by the DCMS in February. At a meeting with the
Minister on Wednesday 7 November 2007, the RCA admitted that these new regulations enabled them to
make their announcement of 14 March.

Chronology of Events

— 1958—Ferguson agreement—list positions recognised by all parties and transferred through
seniority or inheritance (“dead mens’ shoes”).
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— 1998—Establishment of the trading regime subsequent to recommendations made by the Sparrow
Committee:

— The RCA was party to all negotiations in the establishment of this regime and fully assented
to all changes from the Ferguson scheme.

— The RCA was fully represented on all bodies involved in the administration of this regime, in
particular the Horserace Betting Levy Board (HBLB) and the National Joint Pitch Council
(NJPC).

— Under this trading regime, the racecourses had to recognise bookmakers’ seniority lists. This
was because such recognition was a condition for the award of a racecourse Certificate of
Approval by the Levy Board, the statutory body.

— There was never any indication that this arrangement would change. As far as all parties were
concerned, list positions were recognised and protected by the system of Certificates of
Approval and would remain so.

— The Gambling Act 2005 could not have been foreseen at this point and so all decisions had
to be based on the continuation on the post-1998 regime (ad infinitum) which guaranteed the
tenure of on-course bookmakers’ list positions.

— 1998—Commencement of NJPC roadshows (marketing sale of list positions) and NJPC auctions
at which list positions were bought and sold:

— On-course bookmakers were fully assured by NJPC representatives, including Clive Reams
the then NJPC Chief Executive, that list positions would be secured in perpetuity subject to
the existence of the racecourse in question.

— The RCA were fully represented on the NJPC and RCA representatives attended many
auctions and roadshows.

— The RCA never raised a note of caution with regard to the tenure of list positions.

— 2001—Gambling Review Report:

— The Gambling Review Report (26.14) recommended that “the rules restricting charges for
entry of bookmakers to racecourses or dog tracks should be abolished”.

— This made recommendations with regard to the rent (the five times rule) and not the asset.

— The Gambling Review Report did not make any recommendations with regard to changes in
the system of sale of bookmakers’ list positions.

— Therefore, all parties had to base their decisions with regard to list positions on the
continuation of the post-1998 trading regime because there was no reason to do otherwise.

— 2003—March—DCMS position papers on the “Reform of Betting Legislation”:

— Only make recommendations to change the access charges for bookmakers at racecourses
(the rent).

— Do not indicate at any point that the system of sale of list positions (post-1998) will be changed
in any way.

— Recommend that the “five times rule” be abolished and move to fully commercial
arrangements (The Rent).

— With regard to the Asset (the list position) the position papers say that “We have already seen
the removal of ‘Dead Man’s Shoes’ on horse racecourses and the move to fully commercial
sale arrangements for pitches” (paragraph 2.6).

— 2003—May—NJPC independent members’ response to DCMS position papers:

— “We consider that it is imperative that following the demise of the Levy Board, future
legislation should recognise the need for security of tenure. This should be achieved by the
continuation of the administration of the seniority list by the NJPC or its successor”.

— 2004—March—FRB representatives presented a document entitled “the Impact of Licensing
Changes on Racecourse Bookmakers” to DCMS oYcials and the Gaming Board:

— Explicitly states the need for any new legislation to continue to guarantee the security of
tenure of bookmakers’ list positions.

— 2005—Gambling Act—does not even mention bookmakers’ list positions.

— Early February 2007—NJPC values list positions to be worth around £70 million.

— 27 February 2007—premises license regulations published as implemented by the Gambling Act
2005.

— 14 March 2007—RCA letter announcing that, as of 2012, racecourses will no longer recognise
bookmakers’ list positions.

— Soon afterwards—NJPC valued list positions to be worth around £40 million (43% devaluation),
which is depreciating daily.
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— 11 April—meeting between FRB and RCA:

— FRB made it absolutely clear that they would be happy to discuss matters and negotiate over
the rent, the five times rule, which the FRB knew was in the oYng, but only if the RCA agreed
to remove the threat to confiscate bookmakers’ assets.

— Wednesday 7 November—RCA meeting with FRB at DCMS—Minister present:

— RCA representative openly admitted, when asked to explain the timing of their decision (ie
why March 2007, why now when they had never questioned tenure before and were perfectly
happy with the status quo?), that it was because this was when the new regulations (premises
license regulations) came in (ie 27 February).

— This is an explicit admission that the RCA’s decision was facilitated by the Gambling Act
2005.

— The RCA were explicitly told at this meeting that the FRB were not claiming rights over
“property”, which would include the physical pitch—only the asset value of a well-
established right.

1. The Racecourse Association—Inaccuracies and Inconsistencies

1.1 During the oral evidence session, the RCA stated and continued to reiterate that list positions conferred
absolutely no property rights

1.1.1 This statement from the RCA’s Chief Executive was disingenuous. The RCA have been explicitly
told on numerous occasions, including in front of the Minister on Wednesday 7 November 2007, that
racecourse bookmakers have never argued that list positions confer a property right, they are assets held in
perpetuity subject to the existence of the racecourse in question.

1.2 The RCA said that, in 1998 when bookmakers were first able to buy and sell list positions, the RCA
understood that these were to be held for “a period of time” and not “in perpetuity”

1.2.1 Apart from being the first mention of such a time limit, the RCA gave no indication of what they
meant by a “period of time”. They did not because they could not. As the Select Committee Chairman
rightly pointed out, the RCA could not have had any idea how long this period of time was because they
cannot have predicted the legislative changes that were drafted seven years later. As far as the RCA were
concerned, the only changes that might come about were with regard to the “five times rule” (the rent), never
the system of seniority lists. As far as the RCA were concerned, as was every other party, list positions had
to be held in perpetuity because there was no envisaged alternative scenario. Indeed, the “period of time”
was in perpetuity because they had to base their judgements on the continuation of the present regime, which
guaranteed the security of tenure of bookmakers’ list positions through the award of Certificates of
Approval.

1.3 According to the RCA’s announcement of 14 March 2007, this “period of time” is now de facto 2012. The
RCA justify this date with reference to the recommendations made by the DCMS in their 2003 position papers
on the reform of betting legislation

1.3.1 It is misleading to refer to the 2003 DCMS position papers to justify this announcement. The 2003
DCMS position papers do advocate the move to commercial arrangements between on-course bookmakers
and the racecourses, but only with regard to the rent, the five times rule and not the assets. The DCMS
recommended that there be a five year transition period to negotiate over the rent, not the assets. Indeed,
in recommending commercial arrangements over the rent, the DCMS stated that “we have already seen the
removal of ‘dead man’s shoes’ on horse racecourses and the move to fully commercial sale arrangements
for pitches” (paragraph 2.6). The RCA is disingenuously using the umbrella term “commercial
arrangements” to muddy the water and confuse the assets with the rent, which are totally separate
arrangements.

1.4 The RCA said that they had always known, from way back in 1998, that list positions were not held in
perpetuity

1.4.1 This cannot be so. At that time, list positions had to be recognised for a racecourse to receive a
Certificate of Approval by the Horserace Betting Levy Board; the RCA could not have predicted change in
this arrangement. The RCA had to, like all other parties involved, base their decisions on the continuation
of the regime established in 1998. The only change they might have predicted relates to the five times rule,
the rent, which is an entirely separate issue. Furthermore, as Tom Clarke, Chairman of the NJPC said, the
RCA never mentioned any time limit or even raised the issue of list position tenure until the 88th meeting
between all parties concerned, in April 2007.
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2. The DCMS—Inaccuracies and Inconsistencies

2.1 According to Mr Fitzgerald, the DCMS’ May 2003 position paper “implied” that the system of list
positions was in some way uncertain

2.1.1 This is wrong. The May 2003 position papers merely recommend the transitional abolition of the
five times rule (the rent) and make no mention of list positions apart from to say that “we have already seen
the removal of ‘dead man’s shoes’ on horse racecourses and the move to fully commercial sale arrangements
for pitches” (paragraph 2.6).

2.1.2 In this document, the DCMS recommend “fully commercial arrangements”. As far as the DCMS
were concerned, there were already fully commercial arrangements with regard to the sale of list positions
(paragraph 2.6); this unequivocally demonstrates that the DCMS did not intend, recommend or envisage
any change in the post-1998 system of sale of list positions.

2.1.3 Mr Fitzgerald backed up this statement by quoting paragraph 2.10 which states that “the situation
[. . .] is likely to be prone to diYculty in the early stages”.

2.1.4 Mr Fitzgerald is unquestionably reading something into the position papers that is not there. Any
diYculties that the DCMS envisaged were undoubtedly related to negotiations over the rent, not the asset.

2.2 Mr Fitzgerald then shortly after went on to say that “at no stage was it indicated to us that this (ie the
system of seniority lists) existed”

2.2.1 This is wrong (and implicitly contradicts his previous erroneous assertion that the DCMS envisaged
some kind of diYculty with regard to list positions—they could not envisage such diYculties if they were
not aware of them)—the DCMS were informed on numerous occasions of the need to continue to guarantee
the security of tenure of bookmakers’ list positions.

2.2.2 The DCMS were informed by the NJPC in May 2003 (in response to the position papers) that “we
consider it imperative that following the demise of the Levy Board, future legislation should recognise the
need for security of tenure. This should be achieved by the continuation of the administration of the seniority
list by the NJPC or its successor”.

2.2.3 The DCMS and the Gaming Board were also informed on numerous occasions in 2004—FRB
representatives presented a document entitled “the Impact of Licensing Changes on Racecourse
Bookmakers” to DCMS oYcials and the Gaming Board, which explicitly states the need for any new
legislation to continue to guarantee the security of tenure of bookmakers’ list positions.

2.3 The Minister said that he didn’t believe that this dispute is a consequence of the Gambling Act 2005

2.3.1 This statement was then contradicted by Eleanor van Heyningen. Paul Farrelly MP asked that, if
the Gambling Act 2005 did not exist, would the racecourses would be able to tear up the status quo in this
fashion? Eleanor van Heyningen said that before the Gambling Act 2005, the racecourses were bound by
the Certificates of Approval and so more “fettered” in their actions. The Gambling Act removed the system
of Certificates of Approval.

2.3.2 Hence it is clear from Ms van Heyningen’s comments that the Gambling Act facilitated the RCA’s
announcement of 14 March this year because it removed the Certificates of Approval which had previously
forced the racecourses to recognise seniority lists.

2.4 Eleanor van Heyningen said that, as it stands, the trading of list positions still functions in the way enshrined
within the National Pitch Rules (the post-1998 system)

2.4.1 This is wrong. In fact, as it stands, as of September this year, list positions are not being traded. It
is likely that the trading of list positions will resume within the next few months, but at dramatically
devalued prices.

2.5 The Minister said that he had not seen any evidence indicating that List positions were held in perpetuity

2.5.1 When the new trading system was set up in 1998, the Levy Board operated under the auspices of
the Home OYce. The DCMS took over this control from the Home OYce in 2002. Vital information may
not have been communicated in the transition.

November 2007



Processed: 18-01-2008 14:25:07 Page Layout: COENEW [E] PPSysB Job: 384490 Unit: PAG1

Ev 30 Culture, Media and Sport Committee: Evidence

Further supplementary memorandum from the Federation of Racecourse Bookmakers

The RCA stated at the oral evidence session that the average list position is worth £6,000. This is because
the large number of pitches on the periphery of the racecourse are worth very little (as low as £90) and so
massively skew this figure.

As I know you are aware, before the RCA’s announcement, the NJPC valued list positions at around £70
million. With around 600 on-course bookmakers—that averages out at over £100,000 per bookmaker. On-
course bookmakers stand to lose a lot more than the RCA depict with the £6000 figure.

November 2007

Memorandum submitted by the Racecourse Association (RCA)

The Racecourse Association (RCA) established in May 1907, represents the interests of 58 racecourses
in Great Britain. This submission sets out the position of the association in relation to the Culture, Media
and Sport Select Committee’s Inquiry terms of reference. Should any further information be required by the
Committee or its individual members, the RCA would be pleased to meet with them in person. The RCA
would also draw your attention to the glossary at Annex A, which may prove useful for readers not familiar
with racing terminology.

Executive Summary

The RCA recognises the importance of the contribution made to race days by on-course bookmakers and
each racecourse is committed to working with bookmakers to develop suitable arrangements that will be of
benefit to the on-course market in the future.

Under legislation with its origins in the 1920’s, the “five times rule” restricted racecourses to charging five
times the public entrance price to bookmakers entering the betting ring on race days to trade. Bookmakers
have been well aware, and particularly since the early 1990’s, that the “five times rule” prevented the
racecourses from establishing commercial arrangements. The bookmaker organisations were also well
aware pre-1998 that no property rights could be created between racecourses and bookmakers and that
racecourses would not “sell” pitches to bookmakers. The National Joint Pitch Council (NJPC), through the
National Pitch Rules, made this clear to bookmakers at the outset in 1998.

This led to the bookmakers devising List Positions and the transfer of them as between bookmakers.
Although traded between bookmakers since 1998, a List Position does not and has never entitled
bookmakers to any interest in land on the racecourse. In addition, racecourses have had no involvement in
the market for List Positions, nor have they received any financial benefit from the trading of List Positions
as this was, and still is, prohibited by the “five times rule”.

The reality of the “five times rule” being abolished and the proposal that racecourses and bookmakers
should enter into commercial arrangements was initially set out in the Budd report in 2001. Furthermore,
since 2003, it has been widely known and explicitly recognised by the Department for Culture, Media and
Sport (DCMS) that the “five times rule” for admission charges should be abolished, which in turn would
aVect the allocation system and the value of the List Positions. This was implemented via the Gambling Act
2005, and at that time, the NJPC advised bookmakers that before buying or selling List Positions, they
should be aware of the full implications of the changes in the Gambling Act 2005. The 2005 Act also removes
the pitch allocation system previously presided over by the NJPC.

The DCMS proposed in its position paper of March 2003, because of concerns about the inevitable
decline in the value of bookmakers’ List Positions in existing betting areas, that there should be a five-year
transition to commercial arrangements, during which the “five times rule” would continue to apply.
Racecourses are entitled, as from 1 September 2007, to move away from the historic basis of allocating
pitches. The RCA, mindful of the on-course bookmakers’ concerns about the impact of the abolition of List
Positions, has indicated its willingness to recommend that racecourses do not implement any specific
changes to pitch allocation until September 2012, provided on-course bookmakers are willing to now discuss
meaningfully new commercial arrangements. As information regarding the proposed changes was made
readily available by DCMS in 2003, this gives them a period of at least nine years in which to prepare for
the changes, negotiate on new arrangements and receive a return on their investment in List Positions.

The on-course bookmakers are now seeking to prevent racecourses from establishing, from 1 September
2012, alternative commercial models for pitch allocation and admission charging. The RCA feels that open
commercial arrangements with racecourses will benefit on-course bookmakers generally as well as
racecourses and racegoers. Unfortunately, the RCA’s invitations to meet with the representative
organisations of on-course bookmakers to discuss possible models for new commercial arrangements have
thus far been declined, but we remain keen to meet. The RCA appreciates the bookmakers’ need for clarity
on future allocation arrangements in order to place recoupable value on their current List Positions, and
believes that the best course of action would be for discussions over future arrangements to begin as soon
as possible.
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The FRB has highlighted certain high value transactions in a bid to support their claim that on-course
bookmakers were buying long-term assets. However the current NJPC tariV values confirm that only 17%
of the List Positions are valued at more than £10,000 and within that 17% only 1.5% of List Positions are
valued at more than £30,000. This confirms our view that the List Positions are not long-term assets.

1. What the likely eVects would be of allocating on-course betting pitches on a purely commercial basis, as has
been proposed by the Racecourse Association

1.1 The proposals that the Select Committee is considering, as understood by the RCA, are that, in the
absence of the “five times rule”,11 racecourses may make a commercial admission charge to on-course
bookmakers, which may aVect the current pitch allocation system. These proposals explicitly do not arise
from the RCA and in fact have been the subject of debate within the racing and bookmaking industry for
more than 16 years as is set out below.

The origin of the proposals/allocation arrangements

1.2 Since at least 1991, when the negotiations began that resulted in the termination of the Ferguson
Agreement in 1997,12 the trade associations representing on-course bookmakers have been aware that the
“five times rule” prevented the racecourses from establishing commercial admission charging, and that the
scrapping of the “five times rule” would inevitably lead to the development of new commercial
arrangements, which would aVect the allocation system and the value of List Positions as well as the
admission charge.13

1.3 Proposals to modernise the method for charging entry were initially set out in the Gambling Review
Report, commissioned by the Home OYce and chaired by Sir Alan Budd in 2001. The Budd report proposed
the abolition of the “five times rule” as it was “an anachronism and that racecourses and bookmakers should
enter into commercial arrangements”.

1.4 The Government acceptance of this view was set out in a 2003 DCMS Policy Position paper which
states that “it would seem odd that racecourses should not be able to ask for market prices from the on-
course bookmakers for using areas of their land on which the bookmakers are conducting a business”. The
recommendation to scrap the “five times rule” was therefore implemented as a result of the Gambling Act
2005,14 which was widely consulted upon by the DCMS.

1.5 As a result of changes to premises licensing under the Gambling Act 2005, the responsibility for
administering the betting ring has passed to racecourses (as the premises licence holder).15 In addition the
authority of the NJPC and the National Pitch Rules has been removed along with the Bookmakers’ Lists
and the transfer of List Positions.16

1.6 Created in 1998, the NJPC facilitated a market for on-course bookmakers to buy and sell positions
on a Bookmakers’ List at each racecourse that would determine their pitch allocation. Bookmakers choose
where they stand each race day according to their position on the Bookmakers’ List for that course. Since
1998, but not before, bookmakers have traded List Positions between themselves, and therefore List
Positions had no value before this time.

1.7 As was made explicit to bookmakers by the NJPC National Pitch Rules in 1998, List Positions did
not create any rights as between bookmakers and the racecourses. Bookmakers have always been aware of
that fact and in the preamble to the NJPC National Pitch Rules it states “Nothing contained in these Rules
relating to the allocation of pitches at horse racecourses shall confer upon any bookmaker any right of entry
to any betting ring or entitlement to occupy, whether by licence or otherwise, any area or areas in any
betting ring.”

1.8 The DCMS position paper of 2003 also states that “Bookmakers have incurred substantial costs in
securing the right to conduct their business at the best pitches on horse racecourses. They did so in the
knowledge that the ‘five times’ rule could be repealed, but their business plans were most probably based
on the continuation of the present regime.” This clearly demonstrates that the on-course bookmakers were
aware that they did not have rights to property and that the security of their investments was threatened by
the changes that DCMS were proposing in 2003.

1.9 It should be noted that the NJPC is a regulatory and administrative organisation, not a body that
represents the on-course bookmakers. The current terms of the conditions of sale of List Positions (February
2005 version) states: “Authorised bookmakers are advised to be aware of the full implications of the
Gambling Act 2005 before buying or selling any List Positions.”

11 See Glossary
12 See Glossary
13 See Glossary
14 Which repealed the Betting Gaming and Lotteries Act 1963 containing the “five times rule”. The “five times rule” is retained

until 31 August 2012 as a premises licence condition by the Gambling Act 2005 (Mandatory and Default conditions) (England
and Wales) Regulations 2007, with similar provisions aVecting Scotland

15 See Glossary
16 Implementation of the 2005 Act rescinded the 1963 Act, thereby removing the authority of the NJPC and the National

Pitch Rules
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Assessing the impact of making changes to the allocation arrangements

1.10 The RCA believes that the Select Committee should comprehensively assess the eVects of changes
to the allocation arrangements for on-course bookmakers by considering not only the eVect on the existing
on-course bookmakers, but also the impact on racecourse customers or “punters”, on the racecourses
themselves, and on new on-course bookmakers seeking to enter the market.

1.11 Measuring the eVect of the new commercial arrangements is particularly problematic since they have
not yet been identified. The RCA hopes to propose models for these new commercial arrangements,
resulting from negotiations with on-course bookmaker trade associations. However the Federation of
Racecourse Bookmakers (FRB) has thus far refused to engage in such discussions, or put any of their own
proposals to the RCA. Whilst the RCA and FRB might propose options for new commercial arrangements
it will be for individual courses, after discussion with individual bookmakers, to implement these models in
a locally appropriate fashion.

1.12 The RCA recognises that current on-course bookmakers need time to adapt to the prospect of new
commercial arrangements, and as such we are recommending to racecourses that they delay the
implementation of the new arrangements until 2012, provided on-course bookmakers are willing to enter
now into meaningful discussions about new arrangements. This creates a nine-year period between the
announcement of changes (in 2003 DCMS Policy Position Paper) to the arrangements and the
implementation date, in which on-course bookmakers can derive value from their List Positions,
significantly mitigating the impact of these changes. The transition period should also allow adequate time
to negotiate suitable new arrangements with racecourses.

1.13 For the punters, the RCA believes the eVect of any new commercial arrangements will be positive.
They will benefit from increased competition in the on-course ring between operators, in terms of more
attractive prices and innovative or creative betting products on oVer. Furthermore racecourses would be
incentivised to invest in the long term attraction of all betting areas.

1.14 The racecourses will for the first time be able to benefit proportionally from the commercial returns
that result from the use of their premises and facilities by on-course bookmakers. Given that racecourses
are competing for the “UK leisure pound”, the ability to generate capital from their assets is critical to ensure
job security, facilitate investment in projects to increase participation, modernise facilities and improve the
customer experience. Such income also has a key impact on racecourses ability to pay prize money which
benefits racehorse owners, trainers and their staV. The changes to pitch allocation and admission charging
will bring the commercial arrangements with on-course bookmakers into line with the existing arrangements
between racecourses and other commercial operators including the on-course betting shops, on-course
caterers, and on-course parking management etc.

1.15 The RCA recognises the importance of the contribution made to race days by on-course
bookmakers and each racecourse is committed to working with bookmakers to develop suitable
arrangements that will be of mutual benefit. If racecourses were to set the admission charges at a level that
is considered unfair or uncompetitive, as has been suggested by some MPs during the Westminster Hall
debate, on-course bookmakers will simply not consider it worth their time, boycotting the ring on that day
and damaging the racecourse customer experience. Racecourses will seek to avoid this situation, which
would inevitably lead to fewer racegoers by setting a fair market rate for admission charges and by
negotiating with on-course bookmakers over sensible commercial options.

1.16 Although the establishment of the NJPC in 1998 opened up a previously nepotistic market to new
bookmakers, this mechanism has not been entirely successful. This is indicated by the number of challenges
faced by the NJPC regarding lists and the preliminary view of the OYce of Fair Trading, for example, of
designated numbers, which they concluded were “an illegal restriction on the number of bookmakers that
can come on-course”. The only means to provide a truly fair and open market within the betting ring is to
allow market mechanisms to define the admission charge and allocation system, which will as a result
provide access to the market for new on-course bookmakers and potentially improved positions for existing
bookmakers. New commercial arrangements overseen by the racecourses will address this issue and will
encourage more bookmakers to come on-course, as the racecourses do not have the incentive to restrict the
numbers.

1.17 Current on course bookmakers should benefit from the scrapping of the “five times rule” as it allows
the development of a fairer charging system. Under the current arrangements, all bookmakers are charged
the same price irrespective of the attractiveness of their trading position. The introduction of new
arrangements will enable racecourses to develop variable charging models which, for example, are
proportionate to ability to pay. These systems are already in place with other commercial partners on the
racecourse. Commercial arrangements will encourage the racecourses to invest in betting areas, improving
facilities and enhancing on-course bookmakers’ access to racegoers.

1.18 Further to the impact detailed above, the provisions within the Gambling Act 2005 will for the first
time allow the development of new commercial betting areas on racecourses, which should provide
additional commercial opportunities that existing on-course bookmakers are well placed to capitalise upon.
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2. What indications on security of tenure, if any, were given to those buying positions on bookmakers’ lists in
recent years

2.1 There have never been any commercial contracts or security of tenure arrangements between
racecourses and on-course bookmakers. Bookmakers have always been aware, as explained in paragraph
1.7 above, that List Positions do not create any rights as between them and the racecourses. Racecourses
have never benefited in any way from the trade of Bookmakers’ List Positions. Transactions have taken
place between the on-course bookmakers and other on-course bookmakers, not between on-course
bookmakers and racecourses.

2.2 In 1998, when the NJPC and National Pitch Rules were established, the National Association of
Bookmakers (NAB) challenged, by way of judicial review, the Horserace Betting Levy Board’s (HBLB)
ability to impose such a scheme. The NAB was dissatisfied with many of the recommendations, including
the transfer of what was then termed “seniority”. During the proceedings, the RCA made it clear that if the
HBLB lost, then the RCA would introduce the basic structure and rules of the HBLB Scheme. The RCA
stated that it would advise its members “to introduce [. . .] an amended version of the new scheme.”

2.3 The NAB may try to suggest that this amounts to some acknowledgment on the part of the RCA and
its members of the transfer of List Positions. Such proposition has no merit. The HBLB did not lose the
proceedings but even if it had, the RCA would have faced significant problems in trying to implement the
HBLB scheme, particularly due to the “five times rule”. The RCA considers that had it been put in the
position where it had to implement a scheme then several of the HBLB proposals would have had to be
revisited to see if they would work where there was a direct relationship between the racecourses and the
bookmakers. The transfer of List Positions would have been one of them. It does not therefore follow that
the transfer of List Positions would have survived in an RCA scheme.

2.4 The RCA wishes to make it explicitly clear that the racecourses have not to date benefited in any way
from the capital sums paid between bookmakers for the trade of List Positions. The RCA holds that, as the
racecourses did not sell any pitches, they did not owe a duty of care to provide an indication of the security
of tenure to the buyer. Any buyer should have made reasonable enquiries as to the legal implications of their
purchase.

2.5 Racecourses have always owned the land that the pitches are sited on and decide on the location of
the betting ring or betting areas, although not the location of “pitches” within those areas. If a racecourse
should close for any reason there is no recourse for the on-course bookmakers who have purchased a place
on the Bookmakers List within that ring against that course for compensation. In these circumstances, a
List Position has no recoupable value.

2.6 It may be useful at this point to oVer an analogy for the transactions that were taking place when
bookmakers List Positions were being bought and sold between the on-course bookmakers. A car
manufacturer might announce the launch of a new model car in 2008. The new cars will be on sale in limited
numbers at six month intervals and therefore “status conscious” customers could apply to be on the waiting
list in order to be the first to receive delivery. Several individuals apply to be on the waiting list and the list
is filled.

2.7 As an example, Mr Green, who is at the top of the waiting list, decides that actually he would rather
not buy the new car straight away so oVers his position to Mr Jones, who is at number 50 on the waiting
list, and would therefore be waiting up to a year. It is for Mr Jones to decide whether he values the early
delivery of the car enough to accept Mr Green’s oVer and for the price to be set between them accordingly.
However if the car manufacturer halts production of the new car, neither Mr Green nor Mr Jones will receive
delivery of their new cars. As the car manufacturer had no part in the transaction between them to trade
positions on the waiting list the company itself is not responsible for any claim that Mr Jones might make
against Mr Green for compensation.

2.8 The key diVerences between this analogy and the on-course bookmakers trading their List Positions
is that, unlike the car manufacturer, the racecourse does not even participate in as far as operating the list.

2.9 Returning from analogies to facts and figures, in as far as the value of the asset is an indication of the
assets security, the Committee may wish to consider the following RCA research into the NJPC’s valuation
of List Positions:

2006 £ £ £ £ £ £

Price range of single List Position 0–1,000 1,000–3,000 3,000–10,000 10,000–30,000 30,001–100,000 100,000! TOTAL
Total number of List Positions
within the price range 3,581 1,482 1,987 1,472 389 48 8,959
Percentage of total List Positions 39.97 16.55 22.18 16.43 4.34 0.53 100.00

2007 £ £ £ £ £ £

Price range of single List Position 0–1,000 1,000–3,000 3,000–10,000 10,000–30,000 30,001–100,000 £100,000! TOTAL
Total number of List Positions 3,615 1,462 2,393 1,404 118 19 9,011
within the price range
Percentage of total List Positions 40.12 16.22 26.56 15.58 1.32 0.20 100.00
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2.10 This shows that in 2007, 98.48% of List Positions are valued at under £30,000 (as below).

Number of pitches Percentage of all pitches

total List Positions £30,000 and under 8,874 98.48
total List Positions £10,000 and under 7,470 82.90
total List Positions £3,000 and under 5,077 56.34
total List Positions £1,000 and under 3,615 40.12

2.11 Examination of details of the values achieved at auction and by notified private sales since the
inception of the transfer of List Positions shows the following:

Year % of List Average price
Positions sold

pa

£
2001 20.5 7,292
2002 15.7 7,154
2003 14.8 6,995
2004 15.1 5,228
2005 12.9 6,722
2006 13.1 5,581

2.12 The Committee should note that in November 2001 (eVective from 2002) there was a change in the
taxation treatment for bookmakers, which meant that on-course bookmakers lost their tax exclusive status.
In addition the 2005 figures were aVected by a number of high value trades of List Positions for Cheltenham,
when the festival was extended from three to four days.

2.13 This research shows that the headline figure of “£100 million of worthless assets”, which has been
provided to some Members of Parliament, is considerably overstated. As previously highlighted, only 1.5%
of List Positions are currently, in the NJPC’s view, worth more than £30,000. Between 2001 and 2006 the
average value of a List Position has decreased from £7,292 to £5,581.

3. What the role of the Government should be in the process for agreeing on a future framework for allocation
of on-course pitches for bookmakers

3.1 The RCA supports the Government’s position that this is a commercial issue for bookmakers and
racecourses to resolve between themselves. For commercial arrangements to be eVective and mutually
beneficial they must be locally relevant and therefore the RCA continuously consults its members about
appropriate arrangements for 2012 onwards.

3.2 The RCA has done everything within its power to facilitate discussions between racecourses and
bookmakers and welcomes the support of the Secretary of State for Culture, Media and Sport for such
negotiations. The RCA remains confident that a fair solution can be found if the Federation of Racecourse
Bookmakers is willing to discuss this issue.

Annexe A

Glossary of Terms

The betting rings—the areas allocated by the racecourse for betting by on-course bookmakers at each
racecourse within its grounds.

Bookmakers’ List—Under the National Pitch Rules, the allocation of pitches on a racecourse depends
upon where a bookmaker appears on the Bookmakers’ List for that racecourse. Each race day, those
bookmakers that attend are entitled to pick where they stand in the betting ring (or on the rails), in the order
in which they appear on the List. This is also commonly referred to as a “List Position”.

Ferguson Agreement—The agreement for delegation of the administration of on-course bookmaking on
racecourses to on-course bookmakers themselves entered into on 21 July 1958 by the Jockey Club, National
Association of Bookmakers (predecessor) and RCA. The agreement was terminated on 7 October 1998.

The “five times rule”—Under the Betting Gaming and Lotteries Act 1963, the admission charge for an
on-course bookmaker made by horse racecourses and greyhound tracks was capped at a flat rate, set at five
times the price of the admission charge to the public.
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National Joint Pitch Council (NJPC)—In 1998 the Horserace Betting Levy Board introduced a system
whereby the NJPC administered the betting rings through the National Pitch Rules. The NJPC gained its
authority via the Horserace Betting Levy Board under the 1963 Act and its directors include representatives
from the RCA, NAB, and RBA and independent members appointed by the Levy Board.

National Pitch Rules—between October 1998 and 1 September 2007, amongst other things, the National
Pitch Rules catered for Bookmakers’ Lists, maintenance of List Positions and the transfer of List Positions.

Pitch—a physical position in a betting ring (owned by the racecourse) from which an on-course
bookmaker may trade on a race day.

October 2007

Witnesses: Mr Stephen Atkin, Chief Executive, Racecourse Association, and Ms Caroline Davies,
Racecourse Services Director, Racecourse Association, gave evidence.

Chairman: We are now turning to the Racecourse
Association and welcome Stephen Atkin, Chief
Executive, and Caroline Davies, Racecourse
Services Director. Philip Davies is going to start.

Q50 Philip Davies: You have listened to the evidence
from the bookmakers. I would guess that lots of
people would have sympathy with somebody like
Barry Johnson who has spent almost £1 million
buying lists at diVerent racecourses only to find that
is going to be taken away from him in a few years’
time. Do you not have any sympathy with Barry
Johnson?
Mr Atkin: Perhaps I might make a couple of opening
comments and then I will directly answer your
question.

Q51 Chairman: Very brief comments.
Mr Atkin: They will be brief, yes. The Racecourse
Association is the trade association representing the
interests of 58 racecourses in mainland Britain.
Many of our members are, indeed, small business.
Racecourse profits are relatively modest and are in
nearly all cases reinvested in the facilities for the
spectator and for racing’s participants, both human
and equine. On-course bookmakers have benefited
significantly from that investment. We recognise
that on-course bookmakers are a key attraction for
racecourse customers as part of the “race day”
experience. Racecourses have strong relationships
with bookmakers who operate on their property.
They wish to develop those relationships further.
Over the past few months, the RCA has been seeking
to develop possible models for future commercial
arrangements from 2012 onwards. We have been
keen to discuss these models with the Federation of
Racecourse Bookmakers. It is regrettable that the
Federation declined until last week to meet with us.
Nevertheless, the process appears now to have
started and we are keen to discuss future commercial
arrangements. We are confident that progress can be
made. We have been asked to clarify in our
submission what security of tenure, if any, was given
to those bookmakers who bought list positions since
1998. The answer to that is clear: no such security
was ever given. Indeed, the position was made clear
by the National Joint Pitch Council at the outset in
1998—and you will find reference in our submission
to the preamble in those pitch rules. That does not
mean, however, that on-course bookmakers will in
September 2012 cease to operate from their existing

positions as they will have the full opportunity to
enter into commercial arrangements with the
racecourses. As I said earlier, the RCA has
developed some ideas as to how this might ensue but
there are clearly a number of other possibilities
which might emerge from the discussions with the
Federation of Racecourse Bookmakers and we hope
that these discussions will now take place. To answer
your question: clearly, I have heard what Mr
Johnson has had to say and we clearly understand
that he has concerns. As I just said then, I see no
reason as part of these commercial arrangements
that Mr Johnson and the racecourses on which he
trades would not reach satisfactory commercial
arrangements. That is my genuine belief.

Q52 Philip Davies: If the Government passed an Act
of Parliament saying that they were going to take
away the ownership of racecourses from the people
who currently owned racecourses but they would
delay doing that for ten years so that you could get
the best commercial deal, so that you could make the
most of the ten years you have left, but, after that,
that is it, and you had paid for the racecourse in
good faith thinking that you had the racecourse for
life—so you owned it but the Government just
snatched it away—would you be here today saying
“That’s perfectly fair. We should have known that it
was possible that the Government would pass an Act
of Parliament to do that”? Or would you be here
saying, “That’s grossly unfair. We paid in good faith
and we want our asset back”?
Mr Atkin: I do not recognise the analogy. I think the
diVerence is that racecourses have legal property,
they will have bought legal property from the owner
of that property. If there was a compulsory purchase
of that property by the Government then there
would be decisions under compulsory purchase for
them to receive money for that because the
Government would have use of the property which
they had bought. Otherwise, I do not know of any
other situation where they would not be able to ply
their trade. As we have just said, the list positions are
not property, in our view. There is ample evidence
that they are not property in the eyes of the law, in
our view. Having said that, we are firmly focused on
reaching commercial arrangements with the
bookmakers who sit in that property and, also,
oVering opportunities for new bookmakers to enter
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the market. This is not a closed shop: we want to
encourage people to enter the market as well as
encourage those who are currently there to stay.

Q53 Philip Davies: Sure. New bookmakers can enter
the market under the current arrangements. From
what the bookmakers were saying earlier, they are
not arguing about a discussion on commercial
arrangements, they are happy to do so. It seems that
the dispute is over the existing list positions which
were purchased as an asset. You mentioned that if
your racecourse was confiscated from you, you
would be paid compensation. I am sure everybody
would agree with that. Would you accept that, given
the bookmakers have paid for their assets in good
faith, if they are taken away from them they should
be compensated for that?
Mr Atkin: As I say, I think it is a diVerence of view
as to what they have actually bought. As I say, we
do not believe that they have bought property. They
have bought from another bookmaker the right to
occupy a list for a period of time. In our view, that
is not in perpetuity; we see no evidence of it being in
perpetuity. Having said that, I think this is the
problem why the discussions happen to arise. We
have made our position quite clear. Having said
that, we were happy to enter into discussions either
on an open basis or without prejudice, without any
pre-conditions. The response from the bookmakers
was that they were only prepared to sit down and
talk if we accepted that they had tenure. I respect
their position and I would not wish to seek to change
their position but I do not see why that would have
stopped us holding those initial positions and seeing
if we could move together during the process of the
discussions and negotiations. That is what we would
like to have happen, that is what we believe can
happen, and it can be reached as with any other
commercial party arrangement.

Q54 Philip Davies: You say that you think that the
issue of these things being in perpetuity was not the
case. The Chairman read out earlier some comments
from the National Joint Pitch Council and the Levy
Board to back up your particular view, but it is also
true that in the evidence from the NJPC they have
also written: “However, we consider that the
racecourse bookmakers sold and purchased list
positions in good faith on the understanding that the
bookmakers’ lists would last in perpetuity and the
NJPC administered the process on this premise.” So
there was a perfect understanding that these things
were going to be for life and not time limited, was
there not?
Mr Atkin: No, I do not think there is. You only have
to go to the 1998 initial National Joint Pitch Rules
where it says quite clearly what the position is in
terms of property. I think that is something that was
put in there at the outset. That is at the cornerstone
of what our beliefs are in terms of rights. I do not
doubt what I have heard and what I have seen in
terms of what bookmakers believe but they are not
based on what I would call evidence.

Q55 Chairman: The Horserace Betting Levy Board
also in their submission claim that they do not
believe the DCMS intended to change the list by the
Act because they did not consult the Levy Board, the
NJPC and other interested parties about it, and
clearly did not have that intention. The Act itself
does not abolish the list system per se; that is the
interpretation that you have put on it. What we
would like to know is: why can you not just honour
the current list system, enter into your commercial
arrangements afterwards, perhaps even take a cut oV
future sales of lists in the way that the NJPC did, and
realise therefore some benefit from the sale of those
assets, and then the whole argument would
disappear. Why can you not have those commercial
arrangements whilst honouring the current list
system?
Mr Atkin: I would like to pick up your first point
first, which is whether this was or was not an
intended consequence. I think it is quite clear if you
look a the DCMS position paper of 2003—and I am
afraid I am going to take you to two diVerent
references—and at the conclusions and
recommendations, in paragraph 3.1, that it says:
“But an immediate move to a fully commercial
system might introduce undesirable volatility at a
diYcult time for racecourse bookmakers. Therefore,
we suggest that there should be a transition period
before the fully commercial regime is introduced for
all bookmakers throughout the premises. The ‘five
times’ rule should be maintained for a period that
will allow bookmakers the opportunity to recoup
the value of their pitches and run a profitable
business. After this time, all areas of the racecourse
would be negotiated on a fully commercial basis.”
Just moving on to 3.3: “The length of this hybrid
approach”—which is the first five years and
beyond—“can be discussed with the operators and
on-course bookmakers to assess the length of time
that would be expected to recoup some of the value
lost by the removal of the ‘five times’ rule. The
Department suggests that five years may allow a
suYcient period of stability.” First of all, the
racecourses would have been entitled on 1
September this year, whilst bound by the five times
rule, to move immediately to a commercial basis of
allocating pitches. What we have recommended to
our members, and what they have followed to date,
is that they will voluntarily continue with those lists
for the next five years, which is in the spirit of the
DCMS’s position paper, and we are comfortable
with that. You should not naturally presume that on
1 September 2012 let us say the holder of position
number one on a racecourse will automatically cease
to hold that position at 2012. Some of the ideas that
we have as to how one could deal with the current
position holders would I think give everyone an
opportunity to stay in that position, which would
not, in our view, require this recognition of tenure. I
think we are trying to reach an ample position with
existing on-course bookmakers whilst encouraging
new entrants but without having to acknowledge the
tenure. I think that we can do that.

Q56 Philip Davies: The Levy Board has said: “ . . .
the transitional arrangements in respect of the ‘five
times’ rule should be considered separately from
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changes to the Lists. The ‘five times’ rule relates to
the bookmaker’s admission fee whereas the List
position provides the opportunity to trade. It would
be possible for commercial arrangements in respect
of the admission fee and the continuation of
Bookmakers’ Lists to operate in tandem.” So why
do you not just give the bookmakers a commitment
that you will honour the list system but that you will
enter into commercial arrangements and perhaps
seek other ways through perhaps a cut of the sale of
these positions? Why can you not give them that
promise and everybody would be happy? You would
gain a benefit from the trade and the bookmakers
would have some security of their positions.
Mr Atkin: There are clearly some diYculties with
having commercial discussion based purely around
the list position because what you are being asked to
do is to confine your negotiation with one person.
That is a problem. I am not saying it is
insurmountable but it is a concern for racecourses.
How can you have a fair commercial discussion—
and that is our interpretation of what was intended
by the legislation, which is moving away from the
five times rule to have proper commercial
discussions between racecourses and bookmakers
with everybody else—the racecourse trades—on the
racecourse? They are not confined to one person.
With the racecourse betting shop, they can negotiate
with any operated licensed premises; and some of
them have Ladbrokes, some of them have the Tote
and some of them have more than one on the
racecourse. We are clearly restricted under the rules
because there is a monopoly holder of a full licence
at present. The list position does create that
problem. We do have some ideas about how we can
move forward without going, if you like, to full-
blown commercial discussion. I am very happy to
share those with you if you would find that helpful.
I think that is the concern the list positions have.
Ultimately this must be a matter for the racecourses
whose property this is. This is guidance that we give
to our racecourses and they determine what is the
right way forward.

Q57 Chairman: When you start your commercial
negotiations for access to the ring, what advantage
do you see somebody like Barry Johnson having
when he has spent a vast sum of money on a
particular pitch against somebody who wants the
same pitch who has spent absolutely nothing on it?
Mr Atkin: I think there are two aspects to the way
we see it going forward. The first is the type of
commercial deal. Clearly at the moment we are
restricted to five times and that has a number of
disadvantages. It means that the person and stands
at position number 60 has exactly the same rights as
position number 1. There is no relationship to ability
to pay. I think, moving forward, we see a situation
which could be based on fixed charges but that may
change from day to day and indeed from racecourse
to racecourse, but it would also include an element
of variability, a link perhaps to turnover or to
something called the gross betting margins, which is
eVectively gross profit on a bet, which would
recognise the individual bookmaker’s ability to pay.

That would help preserve the small independent
bookmaker who we see as a key part of the
attraction. The second point is, and I think the way
that the RCA is approaching it, that we see the
attraction to the racecourses going out to, say, the
holder of this position number one, or let us say in
batches of five, this position is one to five, and going
to those individuals first, having developed some
commercial arrangements in dialogue with the
bookmakers and saying, “I am prepared to give you
for a further period beyond 2012 a first right of
refusal at that level”. Clearly what we then have to
do is to say: what happens if this individual does not
find those terms attractive? The racecourse could
proceed to an open market oVer to any licensed
bookmaker, or indeed one could have a second bite
of the cherry, let us say to the list holders of positions
six to ten and say, “I am going to give a second right
of refusal to those holders”. I do not think one could
proceed all the way down the list, but those are the
types of things. I say that the RCA and I am sure
racecourses will be equally open to variations on or
around that theme, or indeed ideas coming oV the
left field.

Q58 Chairman: But you are not willing to give a first
right of refusal to the single individual who currently
holds that pitch?
Mr Atkin: Yes, you could. I am just using one to five
as an example. Really, it is a practical way through
it. It depends on the level of business. In some cases,
position number five is almost as valuable as
position number one. It varies from racecourse to
racecourse. There is no reason why you could not go
one, two, three, four, five, six, seven, eight, nine, ten,
or indeed one to five, six to ten. I do not think that
the outcome would be a problem for either
bookmakers or racecourses. It would be a pragmatic
approach to going down that list. That is something
that we would have hoped to have put on the table
to bookmakers by now. We are not there yet. It is
good to have an opportunity to do it today. We hope
to take forward that and other ideas with the
Federation of Racecourse Bookmakers.
Ms Davies: The discussions yesterday with the
racecourses emphasised, did they not, that one size
will not fit all and ultimately there has to be local
agreement between racecourses and bookmakers as
to what the future arrangements will be.

Q59 Chairman: However, at the moment, as you will
have heard earlier, the bookmakers are very happy
to talk about commercial arrangements for
admittance but not about the list positions.
Mr Atkin: They take the view they have these
positions. If that remains an insurmountable thing,
then they may have recourse to the courts; I do not
know. We would like to put that obstacle on one side
and just really get through the negotiations to see if
we can find a route through this.

Q60 Chairman: Can I just go back to what they say
is your complicity in the previous arrangements? We
have had a position where list positions are traded
and sold, administered by the Levy Board and the
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Joint Pitch Council. You sit on the Levy Board and
the Joint Pitch Council but you are essentially saying
to us that even though these trades are taking place
with the understanding or the belief that they were
in perpetuity, actually you never thought they were
but you just did not say so?
Ms Davies: The essential point here is that the lists
are the bookmakers’ lists. They are not the
racecourses’ lists. There is not a contract between the
racecourse and the bookmakers. The Levy Board set
its policy. The NJPC as an administrator
implemented that policy. The policy was governed
by the certificates of approval. When the 1963 Act
was repealed, along went with that the certificates of
approval and the conditions that went under that
were National Pitch Rules.

Q61 Chairman: I understand the sequence of events
but you knew, presumably, that when Barry
Johnson or Keith Johnson, or whoever it was, paid
a very large sum for a particular pitch, he was doing
so in the belief that he was purchasing a permanent
right?
Mr Atkin: I am not quite sure whether we would
have known precisely Mr Johnson’s pitch because I
do not know whether it was an auction or a trade
because in trades they do not disclose the price. The
National Joint Pitch Council comes up with what
they call tariV values but they are not reported. I
think our position is absolutely clear and it is based
around that original preamble to the 1998 Act.
Everything in that position stems from that, that
there are no property rights. We would have
expected the buyers of those positions to have had
regard to that. The other point is this: clearly what
we do not know, and we cannot go behind the
mindset of a bookmaker, is why he bought a slot, a
pitch that carries a high value. The bookmakers do
not disclose turnover or profits to us. We have no
idea quite how profitable those slots can be. It could
well be that those list positions are exceptionally
profitable and that the £100,000 or £200,000
purchase price in this case is entirely justified on the
basis, if you like, of an amortization of that cost over
a period of time. Very few assets in life are perpetual
assets. Freehold property is one of the few
exceptions.

Q62 Chairman: You have said that you have never
regarded this as in perpetuity; it was only for a
period of time. How long did you think that period
was?
Mr Atkin: It was clearly for as long as the certificates
of approval were in existence.

Q63 Chairman: That might be in perpetuity. You did
not know that the law was going to change in that
respect.
Mr Atkin: We knew that it was likely the law was
going to change from 2001 onwards when Professor
Budd’s report came out. The RCA spent a lot of time
an eVort in putting detailed submissions to all of the
various stages throughout the Budd Report,
through the DCMS policy paper and beyond. We
clearly also spent a great deal of time and eVort in

dealing with the administration of pitches and in
making sure our members are able to take on their
legal responsibility that they have taken on since 1
September. I think, in the end, the racecourses were
not parties to those transactions.

Q64 Chairman: When the system changed in 1998,
following that, a very large number of pitches were
exchanged and sold. That was done on the basis that
this was a perpetual right which was being sold. You
shake your head and say they were not, but you must
have known that was what everybody thought was
going on. If you disagreed, why did you not get up
and say, “Hold on, just bear in mind this is not a
perpetual right”?
Mr Atkin: There is nothing in the literature, as far as
I can see, that says it is a perpetual right. I think it is
a diVerence of view. Our view is that it is quite clear
on the face of the Pitch Rules and on the auction
literature that there is not a perpetual right. What I
have heard is that there is a viewpoint of people
which is based on their firmly held view, but not on
evidence, that there is a perpetual right. I am afraid
that is the view we have always held and we based
our views on what is actually the current
documentation. I always considered that the prices
that were paid (and for my sins I am an accountant
by profession and I do not know behind the
businesses) were depreciating assets. One can argue
about how long the asset is. Very few of the
arrangements that racecourses reach with any of the
parties, none of them, involve perpetual rights.
There are periods of agreement. They go three to five
years; some may go beyond. That is the normal
nature of the business of a racecourse. The word
“perpetuity” does not feature, in our view, what the
rights were.

Q65 Chairman: But, as you say, they may have
diVering periods but at least it is a specified period.
You say that these rights were only going to last for
a period, but nowhere does it say, “This right expires
after a certain time”.
Mr Atkin: No, because as regards the racecourse,
there were no rights at all, which is quite clear in the
preamble to the Pitch Rules and to the auction
process. I think that is why we take that view.

Q66 Mr Sanders: It seems quite apparent, from
hearing your evidence and from all of the evidence
we heard before you, that there are two very diVerent
views as to what is going on here. It is not the
purpose or the job of this committee to find a remedy
to that, but can you conceive that there could be a
way of finding a remedy that does not involve legal
proceedings, or is this something that is just going to
have to go to a court of law for a judgment to be
made?
Mr Atkin: I am profoundly of the view that a
commercial deal can be reached with all the
bookmakers. Nobody wants to go to a court of
law—I have been there a number of times—to
defend actions. We think that commercial
arrangements can be reached. We are quite
confident of our legal position. Having said that, I
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approach every commercial discussion with the base
of how you can avoid having to test your view in a
court of law. It is a very expensive exercise; no one
can be certain of the outcome; and it is certainly not
a dice that we would like to throw unless it is
absolutely unavoidable. I am a glass half full person.

Q67 Chairman: None of you are betting men then?
Mr Atkin: It is not an odds-on shop but I think that
we want on-course bookmakers to be on-course.
They are very important. They are not the only
important part of the day but they are a very
important part of it. The heritage of British racing is
extremely attractive. One of the attractions of
British racing compared to the position in France
and some other countries is the variety of investment
opportunities that racecourses can oVer racegoers.
At the end of the day, that is what drives my
members’ interests; how do you satisfy the
consumers, because without them we have nothing.

Q68 Chairman: Obviously, if we move to free access
for a commercial negotiation, there may be others
who suddenly see this opportunity to acquire a pitch
which is extremely valuable, and they may be
prepared to oVer more than the existing pitch
holder. In those circumstances, do you feel any
responsibility for the person who has invested a vast
amount, maybe their entire life savings and this is
their retirement asset which is suddenly going to be
worthless because they have been out-bid in these
new commercial arrangements? Is your view that
they should have read the small print and you have
no real responsibility for them?
Mr Atkin: No, I am a human being like everybody
else. Someone referred earlier to the fact that there
are two types of bookmaker: recreational and
professional. That does not mean necessarily
Ladbrokes; I think it spans a lot of bookmakers. The
professional bookmakers are important to
racecourses because they ensure a vibrant market.
My answer to you really is that I would start from
the premise that there is no reason why that person
could still not be trading, should not still be trading,
in 2012. As has been said before, racecourses are
fully aware that when you are setting commercial
opportunities, they have to be fair and reasonable
and they will act in that manner, I am certain.

Q69 Chairman: Obviously you will act in that
manner but it does not give any recognition of the
investment that has been made prior to commercial
negotiations.
Mr Atkin: I suppose, one, it depends on how much
that person paid; two, it depends on the rate of
return that he has achieved during the time when he
has held that pitch; and, three, it relies on how much
further he might hold that pitch in the future. I think
whilst one cannot give guarantees about that,
racecourses want to sit down with the bookmaker
and others to talk about that.

Q70 Helen Southworth: You talked about the
experience of attending a racecourse. Do you
actually think that putting it on a commercial
footing is going to help that experience, improve it,
or is it going to be detrimental to it?
Ms Davies: I think one of the key things for the
racecourse moving forward which a commercial
arrangement will lead to is by far more a sense of
partnership, and so therefore it will be in both the
racecourse’s and the bookmakers’ best interest to
attract as many customers to the racecourse as is
possible and provide them with a positive experience
whilst they are at that racecourse, whether it is in the
range of services or not, the location of where the
bookmakers might be or the prices that are available
to them. The marketing of fixtures and the attraction
of the punters will be very much a partnership
between the racecourses and the bookmakers.

Q71 Helen Southworth: We heard the evidence from
the bookmakers and they seem quite categoric in
their belief that the change is going to exclude family
bookmakers, traditional bookmakers, the problems
that we recognise it as being a bookie rather than the
shop or the commercial—it is unkind to say
unfriendly—business, the business without a direct
face. How hard are you going to work to prevent
that from happening so that you do still have this
sense that it is the people who are involved in the
sale?
Ms Davies: As I said in answer to the previous
question, the racecourses want to enhance the
customer experience. One of the attractions is going
to the ring and having the variety of bookmakers
there with which to place the bet. There is no
evidence on the racecourses’ current deals that large
operators are preferred over small in the sense that
racecourses do deals with lots of diVerent companies
of lots of diVerent sizes.

Q72 Helen Southworth: So you think choice for the
punter is important to a racecourse?
Ms Davies: Yes. The oVer to the punter in a whole
range of things, whether it be bookmaking or
catering, they are all things that racecourses are
looking to enhance. We are in the business of
competing for the leisure pound. The competition,
not only from other racecourses but from other
sporting venues, other arts venues, other leisure
venues, is always increasing.

Q73 Helen Southworth: So you think that a variety
of bookmakers has a commercial benefit to the
racecourses?
Ms Davies: It certainly is an attraction to the punter
and it would be an advantage to the racecourse
obviously, yes.

Q74 Helen Southworth: Does the accountant think
that as well?
Mr Atkin: Absolutely; it is all about the race day
experience. I think that with on-course bookmakers,
there is a large number of varied businesses. That is
one of the attractions. Bear in mind that the large
bookmakers are probably going to be there in
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betting shops anyway, so there will always be a
betting shop on a racecourse. We need to put that
variety of attractions there for the punter and the
punter chooses where to spend his or her money.

Q75 Philip Davies: Could you clarify something on
which I am slightly confused? You made the point
that the principle of reform has been accepted since
the Budd Report, that people therefore should have
been well aware of what was coming after that,
which is obviously disputed. Would you therefore
agree that those people who bought their positions
in 1998, 1999 and 2000 would have had absolutely
no idea of what was coming round the corner?
Mr Atkin: No, I would not agree with that. As I say,
the National Joint Pitch Rules from 1998 on were
absolutely clear on the issue of tenure. The people at
the RCA at the time—I was not at the RCA at the
time—would have been keen to see that preamble on
those pitch rules. They are not there by mistake.
That is in there by intent. You would have been
uncomfortable if they had not been there. It has
always been an issue for racecourses that they have
a measure of control over their own property.

Q76 Chairman: Why then does the National Joint
Pitch Council say that positions were sold and
purchased in good faith on the understanding that
the positions would last in perpetuity and the NJPC
administered the process on this premise, and the
Levy Board says that it can see how some purchasers
in 1998 and in the years immediately thereafter
might have thought that, since the administrative
arrangements were underpinned by the 1963 Act, in
eVect bookmakers who had purchased pitches
would retain the right to a trade from those pitches,
subject only to the pitches being transferred on the
basis of the rules? So both the Levy Board and the
National Joint Pitch Council accept that it was
perfectly sensible for bookmakers to believe that
they were purchasing something in perpetuity.
Ms Davies: To qualify that, it is during the period
that the 1963 Act was applicable.
Mr Atkin: As I said before, there is no evidence of
any tenure going. I understand that that is the
bookmakers’ view. I do not think there is a
particular sound basis in terms of hard evidence that
they have that view.

Q77 Philip Davies: Is it not the case, though, that one
of the bookmakers has actually floated his company
on AIM and part of the company’s records is the
assets of their positions. City people are very
conscientious about due diligence and making sure
that everything that is found is absolutely accurate.
It strikes me that those financial experts in the City
seem convinced that this was a proper and real asset.
The on-course bookmakers who bought the pitches
are all adamant that it was an asset that was in
perpetuity, as do the National Joint Pitch Council in
their submission and they say exactly the same thing
as the Levy Board, as we have just heard from their

Chairman. Is it not the case that the only group in
the whole country who did not think that is the
Racecourse Association?
Mr Atkin: No, I do not think that is right at all.

Q78 Philip Davies: Who else did?
Mr Atkin: All I can say is that it is quite clear in the
rules what the position is. I cannot see how anybody
can interpret it in any other way.

Q79 Philip Davies: So everyone else is wrong?
Mr Atkin: I like to base my views and opinions on
evidence. I think that whilst hearsay is interesting,
and I can understand the position, there is nothing
actually in evidence to support that view. In the same
evidence that you pointed to, earlier on it says quite
clearly that no security of tenure was given. That is
plain. That is absolutely accurate. There was no
security of tenure given. There may have been an
expectation, whether it was a reasonable expectation
or otherwise. In reference to AIM point, I do think
there is a reasonability on the sponsor there to carry
out due diligence; they certainly did not come to us
to ask for a view at that time. Whether they should
have done so or not is a matter for them. I am not
going to comment on that. Clearly, just because
someone is listed on AIM does not give that any
more authenticity.

Q80 Paul Farrelly: I am sorry I am late, Chairman
and witnesses. Just on that track, as it were, were
there any statements that you can point to, given
either by yourselves, by the Government or by any
other body, that might reasonably be expected to be
taken into account so that people should not
necessarily assume that these assets were there in
perpetuity?
Mr Atkin: As I say, I think there is in the face of the
National Pitch Rules themselves and on other
auction literature where it says that there are no
property rights attached to it. That in itself would be
a marker, absolutely.

Q81 Paul Farrelly: There is an awful lot of
boilerplate that goes into these agreements.
Mr Atkin: The point about that particular clause is
that it is a clause that the Racecourse Association
and its members would have been particularly keen
to see there, and indeed the reason why we had a
National Joint Pitch Rules company in 1998 was
that there was not universal satisfaction with what
had happened previously.

Q82 Paul Farrelly: Was there a particular
motivation, in your recollection, in the insertion of
that clause?
Mr Atkin: I am afraid I was not there at the time. I
do not think Caroline was involved.
Ms Davies: I was not involved. The trade was a list
position between bookmakers. In no way shape or
form was there a property right or a contract created
between the bookmaker and the racecourse.
Chairman: I think we are going to have to move on
to the next part of our session. Can I thank you both
very much.
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Supplementary memorandum submitted by the Racecourse Association (RCA)

“Pitches” and “List Positions”

1. Throughout the transcript there are many references to the buying and selling of “pitches”. The
Racecourse Association (the RCA) would like to make it absolutely clear that no racecourse has ever “sold”
a pitch to a bookmaker. Doing so, for value, would have been a clear breach of s13 of the Betting Gaming
and Lotteries Act 1963 (the five times rule) and racecourses had no incentive to “sell” a pitch unless it was
for value. This fact is also well known to bookmakers and was acknowledged by Mr Grossmith during the
oral evidence session.

2. It was very clear to the NAB in discussions with the RCA prior to the HBLB’s review in 1997 that the
racecourses would not accept any arrangement that bought and sold pitches as this would confer property
rights, for which the racecourses could not be properly compensated given the five times rule. Please find
attached an extract from the Joint Discussion Document (July 1997 version) between the NAB and RCA,
which makes this plain.

3. This was, and still is, an important principle and the RCA ensured this was clear to all bookmakers
by inserting appropriate wording into the preamble to the National Pitch Rules where it could clearly be
brought to the attention of all bookmakers and not lost in the boilerplate of those Rules. The actual wording
went further than merely excluding property rights: “Nothing contained in these Rules relating to the
allocation of pitches at horse racecourses shall confer upon any bookmaker any right of entry to any betting
ring or entitlement to occupy, whether by licence or otherwise, any area or areas in any betting ring.”

4. Due to this fundamental principle, the bookmakers, in 1997, conceived the concept of Lists and put
forward the proposal that bookmakers should be allowed to trade their List Positions between themselves.
The National Pitch Rules (NPRs), which dealt with the administration of the betting rings on horse
racecourses, included rules dealing with the allocation of pitches on a racecourse. To have the opportunity
to be oVered a “pitch” on a race day the bookmaker needed to hold a List Position for the particular
racecourse. It is these “Positions” that are traded between bookmakers. It is not a transaction that involves
the racecourse. This was further emphasised in Rule 7.1 of the NPRs, which stated: “A List Position confers
on an Authorised Bookmaker the opportunity to be allocated a Pitch as set out in Rule 6 but does not confer
any right to be allocated any particular Pitch or any licence, right of occupation or any interest in any Pitch”.

5. It is clear therefore that List Positions do not give the bookmaker who holds them any rights as against
racecourses.

List Positions—Tenure/Perpetual Rights

6. It is plain from the above that the bookmakers did not, and therefore do not, have any rights as against
the racecourse by virtue of the NPRs relating to the allocation of pitches. The wording is clear: “Nothing
contained in these Rules relating to the allocation of pitches at horse racecourses shall confer upon any
bookmaker any right of entry to any betting ring or entitlement to occupy, whether by licence or otherwise, any
area or areas in any betting ring”. The only significance of holding a List Position related to the opportunity
to be allocated a pitch, hence List Positions gave no rights to the bookmaker to even enter a betting ring.
It is the RCA’s view that the clear reason for putting this wording in the preamble to the Rules was to bring
to the attention of the bookmakers that List Positions did not confer any rights (including property rights)
as against racecourses. It cannot have been made any plainer.

7. Such wording entirely undermines the bookmakers’ contention that List Positions somehow have a
perpetual life and bind racecourses. In many respects the question of perpetuity is redundant because List
Positions do not create rights as against racecourses. Any statements made by NJPC staV cannot change
this fundamental position. It is perhaps for the bookmakers who acquired List Positions to consider their
rights against those bookmakers who sold them the List Position, or indeed the NJPC.

8. On page 23 of the transcript, Mr Grossmith suggests that tenure was provided for in section 5 of the
Certificates of Approval. This is not the case. For completeness clause 5 of the Certificate is set out below
together with clause 6:

Clause 5—“That the Betting Ring be administered by the National Joint Pitch Council Limited
(‘NJPC’) and the Racecourse shall ensure that any bookmaker, and any bookmaker’s assistant or
other personnel representative authorised by the NJPC, having admission to the Betting Ring, are to
be subject to (as a condition of entry) the National Pitch Rules approved by the Levy Board, [. . .]”

Clause 6—“That the Racecourse exclude or remove from the Betting Ring any person identified by
an employee or oYcial of the NJPC as conducting betting business in an illegal or unauthorised
manner, or who has not been authorised by the NJPC to carry on business in the Betting Ring, or who
has had any such authorisation withdrawn”.

9. Clause 5 does not state that the NPRs are binding on the racecourse, it merely obliges the racecourse
to ensure that bookmakers and their assistants are bound by them whilst on the racecourse. It is the RCA’s
recollection that racecourses were obliged to incorporate the NPRs into the terms of entry each race day to
ensure that, if necessary, the racecourse could impose the ultimate sanction of removing a bookmaker from
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their land (see Clause 6) if the bookmaker breached the NPRs. In the absence of that direct contractual
relationship the NPRs could not be enforced in that way by the NJPC. There is no wider relationship
between the bookmaker and the racecourse (see above) by virtue of clause 5 and cannot be any basis for
saying that tenure exists in relation to List Positions.

10. This is supported by the written evidence given by the HBLB which had annexed to it Rodney Brack’s
letter to DCMS dated 29 October 2004, which states: “It is our view, therefore, that bookmakers have no
security of tenure over anything. All they have is their seniority positions on the various Bookmakers’ Lists as
a basis for choosing their daily standing positions while the current certificates of approval remain in place. As
and when the [Levy] Board’s certificates of approval are revoked, the related conditions, incorporating the
National Pitch Rules, will cease to exist and will, no doubt, be replaced on the following day by new
arrangements to be determined by the Gambling Commission”. As explained below, neither the Gambling
Commission or DCMS felt it appropriate to extend the administrative arrangements.

11. Oral and written evidence was put forward by the FRB that tenure was never an issue and that
nobody had questioned the perpetual nature of List Positions, including the racecourses. As there is no
evidence upon which it can reasonably be argued that List Positions attracted tenure or were perpetual in
nature there is nothing for the racecourses to have questioned, especially as List Positions were not binding
upon racecourses. Likewise, it was entirely a matter for the bookmakers as to what value they placed upon
a List Position. The racecourses have never had any information as regards the turnover or profitability of
those on-course bookmakers trading in the betting ring upon which they could make a judgment as to value.
The bookmakers have in the past refused to make such information available to the racecourses. It is not
reasonable therefore to expect racecourses to have a view on value. In which case they could not have a view
on whether in recent years bookmakers paid too much for their List Positions.

The Gambling Act does Not “Deal” with Tenure/Unintended Consequences

12. The question of tenure has never been addressed in legislation, and therefore the bookmakers should
not have had any expectations that the matter, or indeed List Positions, would be specifically dealt with in
the Gambling Act 2005. List Positions are merely one aspect of the administrative system previously
overseen by the NJPC, set out in the NPRs. It is clear from the above that the NPRs do not create rights as
between bookmakers and racecourses as regards List Positions or the allocation of pitches. The only “right”
that attaches to the List Position is the opportunity to be allocated a pitch in accordance with the Rules.
Therefore the “right” attaching to the List Position subsists only for so long as the NPRs exist.

13. Once proposals to repeal the 1963 Act were put forward, bookmakers should have been on notice
that once Certificates of Approval were replaced by premises licences that the NPRs would also fall away,
taking with them the List Positions. In the absence of any mechanism keeping the NPRs they would not
survive beyond the Gambling Act 2005 coming into force. There was no need for the Gambling Act to spell
this out—the consequences for List Positions follow from the repeal of the 1963 Act.

14. The FRB, as part of its written evidence to the Committee, included an Addendum (marked “HB
4H”) explaining the steps the bookmaker members of the NJPC took, in response to DCMS’s 2003 Policy
Paper and meetings with the then Gaming Board in 2004, to point out that the legislation providing for the
new licensing regime “threatened” (the FRB’s word) the then existing pitch allocation system, adherence to
the Bookmaker’s Lists and “the acknowledgement of both title and tenure without limitation of time”. The
FRB, and the bookmaker members of the NJPC therefore were specifically on notice at that time that unless
the new legislation took steps to extend the current arrangements as regards List Positions and transfers
under the new regime, they would cease to have eVect once the Gambling Act 2005 came into force.

15. As the matter was brought to the attention of both the Gambling Commission and DCMS by the
FRB and NAB in 2003 and yet steps (see below) were not taken to replicate the administrative system under
the new regime (indeed the RCA’s view is there is no basis in law to do so given the licensing objectives) it
cannot be said that the consequences as regards List Positions were unintended. Indeed the FRB and NAB
were well aware of the potential consequences at least in 2003.

16. That Addendum also makes it clear that the FRB and the NAB understood the consequences of “full
commercial arrangements” as referred to in DCMS’s 2003 Policy Paper, as otherwise there would be no need
for them to have responded with the observation: “We consider that it is imperative that following the demise
of the Levy Board, future legislation should recognise the need for security of tenure. This should be achieved
by the continuation of the administration of the seniority list by the NJPC or its successor”.

17. The 2005 Act gives the Secretary of State the power to attach mandatory and default conditions to
the premises licence. The RCA considers that the Secretary of State can legitimately attach conditions to
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the premises licence only where such conditions are required to promote the licensing objectives:

(a) to keep crime out of gambling.

(b) to ensure gambling is conducted in a fair and open way; and

(c) to protect children and the vulnerable from being harmed by gambling.

18. It is not therefore appropriate to specify a condition regarding List Positions. Both the Gambling
Commission and DCMS appear to have reached the same conclusion in implementing the 2005 Act.

19. The Gambling Commission issued a consultation document entitled Guidance to Licensing
Authorities in December 2005. This Guidance included at Part 20 a section dealing with Tracks and the
likely conditions to be attached to premises licences. There was no reference to an intention to continue
the NPRs.

20. In April 2006, the Gambling Commission issued to the RCA a paper entitled “Betting premises
licences and betting tracks” which updated the Commission’s thinking about the future regulation of on-
course betting. It identified, “Between premises and operating licences there is a gap where many current
administrative arrangements will fall. Our focus is limited to the licensing objectives and so it is not for us to
determine which of the current administrative system should be maintained”. The paper sought the RCA’s
views on what should be kept of the NPRs as it wanted to feed any thoughts into DCMS who were
considering this question also.

21. That paper also stated in relation to the NPRs that: “These rules emanate from the Levy Board and
NJPC and will cease to apply when the authority of these organisations ends in September 2007. They should
be reviewed to determine whether there is a case for the retention of some of these once the new licensing and
regulatory regime commences”. The paper specifically referred to bookmakers’ picks and the auctioning of
List Positions and the operation of pick lists as an issue that would not be retained but was a commercial
matter.

22. DCMS issued a paper for consultation in May 2006 dealing with premises licence conditions. In that
consultation paper there was no reference to an intention to replicate some of the NPRs under the new
regime. Therefore it was clear that both the Gambling Commission and DCMS had considered the previous
administrative arrangements overseen by the NJPC and did not see fit to replicate them under the premises
licence conditions, but saw it, quite properly, as a matter for the racecourses.

November 2007

Extract from Joint Discussion Document between the National Association of Bookmakers and the
Racecourse Association (July 1997)

Transfer of Seniority Scheme

Bearing in mind the legal advice received by both the RCA and the NAB it has been agreed that the facility
to buy and sell pitches as such (ie a specific plot of land on a racecourse) is deemed to be unacceptable to
the RCA as such a transaction would confer proprietary rights to the purchaser who would have, in eVect,
property rights conferred to him by the racecourse concerned.

As a result of this the NAB developed the Transfer of Seniority Scheme; which does not confer any
property rights.

The outline provisions of the Scheme are:

1. That it shall be permissible for a pitch holder to sell his seniority (whether calculated on a personal
or inherited basis) to a “willing buyer”.

2. That a “willing buyer” must be either:

(i) a pitch holder of the same type in the same ring on the same racecourse; or

(ii) a waiting list bookmaker for the same ring on the same racecourse, or a pitch holder in any
ring on the same racecourse including “Away”, “Unorthodox“ and “Rails”; or

(iii) a waiting list bookmaker for any ring on the same racecourse.

3. Persons other than pitch holders and waiting list bookmakers on the racecourse concerned will not
be permitted to buy seniority.

4. A “willing buyer” as at 2(b)(i) to (iii) above will have the right in order of personal seniority to be
oVered the “opportunity” to buy strictly in accordance with the order given in 2 above, that is to
say a Tattersalls pitch will be oVered first to Tattersalls straight pitch holders, then if no takers, to
Tattersalls waiting list bookmakers, then if no takers to pitch holders of other rings and so, subject
to the provisions of 5 below.

5. In order to determine the priority right of the “willing buyer” to buy personal seniority only will
be taken into account; that is to say “inherited seniority” will not confer any advantage in the right
to have first refusal. First refusal, therefore, will be given to the most senior and thereafter to the
next senior and so on in descending order in each category in the order given at 2 above.
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6. The valuations of seniority in any ring will be recommended by the relevant Association for
acceptance by the NAB having regard to 8 below.

7. The “values” determined shall be geared so that the value of the smallest seniority (ie end of the
line), when multiplied by the number of allocated pitches in the ring, shall give the value of the
prime seniority whether personal or inherited. Thereafter, if there are 40 pitches in the ring and
the least senior is valued at £300 then the most senior will be valued at £12,000, the second most
senior £11,700 and so on.

8. “Valuations” will be reviewed after one year and thereafter every five years.

9. No pitch holder will be under any obligation to buy seniority, but others with less seniority may
overtake him on the seniority scale should he refuse to do so.

10. Except as currently provided for in the Pitch Rules a bookmaker will not be permitted to hold more
than one pitch per racecourse.

At present bookmakers must, in theory, protect their seniority at any racecourse by regular attendance.
To be absent from, or be represented at, a pitch for three consecutive racing days leads to automatic
forfeiture of that pitch.

However there are so many extenuating circumstances which circumvent the Rule as to make it almost
meaningless. Attendance at another racecourse, point-to-point or greyhound meeting is excuse in itself. This
may have been appropriate when the Rule was first written—one suspects many years ago when the fixture
list was little more than half that of today but under present circumstances it has the eVect of allowing
bookmakers with seniority (pitches) at anything up to 30-plus courses to cherry-pick their days on which to
attend without jeopardising their seniority elsewhere. On days when they do put in a rare appearance their
seniority gives them precedence over other bookmakers who may well be regular supporters of the course.
It may also exclude other regular bookmakers who bet from the Extended Supplementary list.

There is a case, therefore, for proposing that bookmakers be restricted to holding seniority at a limited
number of courses which limitation would be determined by the total number of days’ racing at the courses
concerned.

It is understood that Pitch Rule 9, which covers bookmaker attendance, is due for revision, and this
should be given priority by the new National Joint Council as it is clearly out of date. Nor, as it stands, does
it cater adequately for all-weather racing. Any change will also need to include an incentive for regular
attendance. For example, each day’s attendance at a racecourse could earn the bookmaker an additional
one month’s seniority at that racecourse, thus encouraging the authorised bookmakers to maintain their
place in the pecking order and the waiting list bookmakers to fill vacant pitches thus improving their position
on the list.

Further supplementary memorandum submitted by the Racecourse Association

DRAFT FRAMEWORK FOR COMMERCIAL ARRANGEMENTS BETWEEN RACECOURSES
AND ON-COURSE BOOKMAKERS

1. Process

1.1 This note deals with existing betting areas, as at 1 September 2007 only. New betting areas created
after 31 August 2007 will be subject to commercial arrangements determined by the racecourses. In all cases
it would be a condition of those arrangements that the on-course bookmakers complied with the racecourses
terms and conditions of entry.

1.2 The RCA envisages a dual track process.

1.3 The RCA is keen to discuss with the Federation of Racecourse Bookmakers (FRB) potential
frameworks and or models for future commercial arrangements, from 1 September 2012 onwards, between
racecourses and on-course bookmakers. These discussions can take place without pre-conditions on an open
or without prejudice basis.

1.4 The RCA recommends to members that they embark, in parallel with the national discussions
referred to in paragraph 1.3, on discussions locally with bookmakers currently operating on-course
regarding future arrangements. We have set out in section 2 some suggestions as to how such arrangements
might be organised although this is not to suggest that there might not be alternative approaches.
Particularly we would welcome suggestions from the FRB or on-course bookmakers generally.



Processed: 18-01-2008 14:25:07 Page Layout: COENEW [O] PPSysB Job: 384490 Unit: PAG1

Culture, Media and Sport Committee: Evidence Ev 45

1.5 The local discussions should commence as soon as possible irrespective of whether the FRB is
prepared to enter discussions with the RCA, as suggested in paragraph 1.3.

2. Transitional Provisions

2.1 The RCA has already recommended to members that, subject to the confirmation from the on-course
bookmakers generally, they permit the existing List Positions and allocation of pitch rules to continue until
31 August 2012.

2.2 In accordance with regulations laid by Government, the price charged for operating in the existing
betting rings will be limited to a maximum of 5 times the admission charge for the relevant enclosure
(together with a recovery of any administrative costs incurred by the racecourse).

3. Pricing

3.1 Racecourses will need to determine new pricing structures for existing betting areas from 1 September
2012 onwards. We recommend that they consult with on-course bookmakers before deciding on these
charges.

3.2 The RCA favours a structure which charges bookmakers according to the business generated on
course. One of the principal weaknesses of the current system is that it charges the same amount to each
bookmaker within that enclosure even though it is clear that the bookmakers position within that ring can
have a significant eVect on the success of the trading by bookmakers.

3.3 We would therefore propose that a proportion of the charge should be based on the bookmakers’
betting turnover. This is the same as the model generally used in Ireland. There are of course alternative
models that could be considered.

3.4 We recognise that bookmakers have not hitherto provided racecourses with such information.
However we believe that transparency of this sort is essential to constructive long-term relationships
between racecourses and on-course bookmakers. Racecourses would undoubtedly commit to keeping such
information confidential. Bookmakers will, in any event, be obliged to disclose turnover information to the
Gambling Commission.

3.5 There are fixed price models that could also work. The weaknesses of the current system could be
overcome by variable charges within the enclosure and variable charges for diVerent racedays. However, in
order to set a reasonable charge the racecourse would still need the information set out in paragraph 3.3.

4. First Right of Refusal

4.1 As we have consistently stated, we do not see any prospect of racecourses acknowledging that on-
course bookmakers have any rights of tenure, whether in perpetuity or otherwise. The NJPC and HBLB
have both confirmed formally that no such rights ever existed. Nevertheless, this should not prevent
reasonable commercial arrangements being reached with bookmakers to enable them to trade from the
existing positions.

4.2 We are recommending to members that they oVer, without prejudice to racecourses legal rights, a first
right of refusal to existing on-course bookmakers in the order of their existing list positions, for a licence
for a further period at a commercial rate determined by the racecourse after consultation with the
bookmakers (see paragraph 1.4).

4.3 We would suggest an initial period of three years to 31 August 2015. Racecourses and bookmakers
could then discuss at a suitable future date the arrangements for future periods. We see no reason why a
further licence period for the same list position would not be possible, provided the on-course bookmakers
had fully complied with the racecourses terms and conditions of entry. It is likely that the first right of refusal
will not extend beyond the first round of licensed negotiations.

5. Wider Offer

5.1 Where a bookmaker declines to take up the commercial licence oVered by the racecourse (see
paragraph 4.2) then we would expect that the racecourse would wish to oVer the position to on-course
bookmakers generally. As a consequence bookmakers would not automatically “move up the list”.
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6. Sub-licences

6.1 Racecourses may well wish to include within the licence minimum attendance requirements. This
could include payment of the fixed element of the licence fee whether or not the bookmaker turned up.

6.2 It would be consistent with the approach suggested in paragraph 6.1 to permit the bookmaker to sub-
licence his position provided the terms of the sub-licence were the same as the head licence, that the licensee
was responsible for the performance and behaviour of the sub-licensee and that the racecourse had the right
of consent to such sub-licensee (such consent not to be unreasonably withheld).

November 2007

Memorandum submitted by the Horserace Betting Levy Board (HBLB)

1. The Culture, Media and Sport Committee (“the Committee”) has invited written submissions from
interested parties in respect of its inquiry into certain aspects of on-course horserace betting. The Horserace
Betting Levy Board (“the Levy Board”) wishes to take up this invitation in respect of the Committee’s
Question (2) ie “what indications on security of tenure, if any, were given to those buying positions on
bookmakers’ lists in recent years?”

2. The Betting, Gaming and Lotteries Act 1963 (as amended) (“the 1963 Act”) provides that the Levy
Board should comprise three independent members appointed by the Government, three appointed on
behalf of racing and two on behalf of bookmakers and the Tote. This submission is made on behalf of the
independent members who do not consider it appropriate to comment on Question 1 and Question 3 which
are matters for the parties directly concerned.

Executive Summary

3. The Levy Board did not consider that bookmakers had security of tenure in respect of pitches and is
not aware that any indication was given to purchasers of pitch positions that they may have had security of
tenure. Having said that, the Levy Board can see how some purchasers in 1998 and in the years immediately
thereafter might have thought that since the administrative arrangements were underpinned by the 1963 Act,
and in circumstances where there were no proposals to repeal that legislation, that in eVect bookmakers who
had purchased pitches would retain the right to trade from those pitches subject only to the pitches being
transferred on the basis of the National Pitch Rules (“NPRs”). However, once proposals were put forward
to repeal the 1963 Act, anyone who might previously have held this view should have been aware of the risk
that any successor legislation might preclude the continuation of the NPRs at least in their current form.
The Levy Board is not aware that any racecourse or bookmaker raised with the Levy Board the implications
(if any) of the repeal of the 1963 Act in respect of security of tenure before 14 March 2007 (see paragraph
29 below).

4. The possibility of changes to the Bookmakers’ Lists (”the Lists”) is made possible by the repeal of the
1963 Act and it is within the power of either the Secretary of State to grant security of tenure, if he wishes
to do so, for example by way of further mandatory conditions on track premises licence holders or the
Racecourse Association (“RCA”) or individual racecourses can do so voluntarily.

The Levy Board’s Statutory Functions

5. The Levy Board is a corporate body, set up pursuant to the provisions of the 1963 Act. Section 24(1)
of the 1963 Act requires the Levy Board to assess and collect mandatory contributions from bookmakers
and the Horserace Totalisator Board, and to apply them for purposes conducive to any one or more of:

(a) the improvement of breeds of horses;

(b) the advancement or encouragement of veterinary science or veterinary education; and;

(c) the improvement of horse racing.

6. Pursuant to Section 13(1) of the 1963 Act, the Levy Board issued certificates of approval to each of
the 59 horse racecourses in Great Britain. These certificates could be the subject of such conditions as the
Levy Board might impose. Section 13(2) provided that as a condition of the grant of a certificate of approval
the racecourse should provide a place where bookmakers may carry on their business and the charge to a
bookmaker for admission should not exceed five times the amount of the highest charge to members of the
public for admission to the relevant enclosure (the “five times” rule).

7. By reason of section 1(5) of the 1963 Act, bookmaking was prohibited on a horse racecourse unless it
was an “approved” racecourse or a holder of a track betting licence. Section 55(1) defined an “approved
horse racecourse” to mean any ground in respect of which there was for the time being in force a certificate
of approval.



Processed: 18-01-2008 14:25:07 Page Layout: COENEW [O] PPSysB Job: 384490 Unit: PAG1

Culture, Media and Sport Committee: Evidence Ev 47

8. Sections 13 and 1(5) of the 1963 Act have now been repealed by the Gambling Act 2005 (“the 2005
Act”) with eVect from 1 September 2007. Thus the Levy Board no longer has the statutory function of
issuing certificates of approval and the “five times” rule has been abolished in respect of new betting areas
after this date. The consequence of removing the function of issuing certificates of approval is that the Levy
Board no longer has any functions in respect of the administration of betting on racecourses, including
bookmakers’ pitches.

Administration of On-course Bookmaking: 1997–2001

9. The Levy Board’s involvement in the administration of on-course bookmaking began in October 1997
when negotiations broke down between the National Association of Bookmakers (“NAB”) and the RCA,
in respect of the long-standing agreement between the two parties under which on-course betting rings had
been administered (“the Fergusson Agreement”). The RCA gave notice that the Fergusson Agreement
would be terminated with eVect from 8 October 1998 and, to avoid a lacuna in the administration of betting
on racecourses throughout the country, the Levy Board decided to intervene.

10. In the autumn of 1997, the Levy Board instigated a review of matters concerning betting on those
racecourses having a certificate of approval from the Levy Board and then on 22 October 1997 appointed
a sub-committee comprising the three independent government-appointed members of the Levy Board to
review the conditions for the administration of racecourse betting areas (all three have since retired from
the Levy Board). The sub-committee submitted its recommendations to the Levy Board, which were
considered and accepted as amended by the Levy Board on 24 March 1998.

11. These recommendations set out a methodology for the transfer of pick positions between
bookmakers. It was made clear to all parties in the sub-committee’s report dated March 1998 (copy extract
attached at annexe 1) that no proprietary rights arose from the pick positions.17 All that could be
transferred was a bookmakers’ seniority position ie his position in order of seniority between other
bookmakers. Previously, there had been a “dead man’s shoes” procedure to entering betting rings, which
only permitted the transfer of a bookmaker’s seniority position by way of succession by a registered
successor ie the son, daughter or wife of a pitch holder.18 It was recommended that it should be possible
for others to purchase pitches.

12. Therefore, the sub-committee recommended that it should be possible to transfer pick positions by
way of (1) public auction (2) retirement and (3) will. The RCA had itself considered the selling of pitches to
bookmakers, the adoption of a turnover basis for the fees, and the creation of new pitches in members
enclosures. However, the sub-committee were advised that an attempt by a racecourse to sell pitches to
bookmakers could be considered to be a charge for admission to the betting ring and therefore in
contravention of Section 13(2) of the 1963 Act.19 Consequently, the racecourses were unable to bring into
eVect these new procedures.

13. The sub-committee also recommended that a new administrative body, the National Joint Pitch
Council (“the NJPC”), should be established from 8 October 1998 to promulgate and enforce conditions
for the administration of all areas of the betting ring and issue new National Pitch Rules (“NPRs”) approved
by the Levy Board as a condition of the certificate of approval. The NJPC board comprised representatives
from the NAB, the Rails Bookmakers’ Association (“RBA”), the RCA and the Levy Board.

14. Compliance with the NPRs was a condition on a certificate of approval for a racecourse. The NPRs
governed the conduct and administration of betting rings on racecourses. The draft NPRs were finalised on
22 July 1998, to take eVect from 8 October 1998.

15. The NPRs also set out the basis upon which new Bookmakers’ Lists would be created by the NJPC.
These Lists, which ranked bookmakers in order of their seniority, represented the basis upon which
bookmakers attending each racecourse meeting would be allowed to pick the position in the betting ring
(the pitch) on which they wished to stand. The concept of creating new Bookmakers’ Lists of seniority order
as a basis for picking positions in the ring each day was created to ensure that no bookmaker could claim
security of tenure over a particular pitch position on a racecourse.

16. During the summer of 1998, the NAB sought judicial review of the Levy Board’s decision to accept
the sub-committee’s recommendations for a change in administration.20 The NAB’s application was
rejected and the judge confirmed that in the circumstances the Levy Board could attach conditions by means
of the certificates of approval.

17. Following the rejection of the NAB’s judicial challenge, the Levy Board revoked all of its certificates
of approval in respect of the 59 racecourses in Great Britain and issued each of them with a new certificate
of approval. Each of these new certificates were subject to conditions which included a provision that the
racecourse betting areas should be administered by the NJPC in accordance with the NPRs as approved by
the Levy Board.

17 See paragraph 5.2 of the sub-committee’s report on the administration of horserace betting rings dated 24 March 1998.
18 See paragraph 5.1 of the sub-committee’s report.
19 See paragraph 5.2 of the sub-committee’s report.
20 R v Horserace Betting Levy Board ex parte National Association of Bookmakers Limited (CO/2310/1998).
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18. One of the key aims of the 1998 arrangements was to modernise the pitch transfer system by way of
opening up the procedure for transferring bookmakers’ seniority positions rather than providing
bookmakers with security of tenure in relation to list positions. One particular point which reinforces this
view is that if, for any reason, a racecourse did not have a certificate of approval, for example, because the
racecourse stopped trading, the NPRs would not apply and the bookmakers would have no right to trade
from that racecourse.

19. Having said that, we note that as the Bookmakers’ Lists have been in place for several decades and
it was not envisaged in 1998 either that the Levy Board’s role would be abolished or that the concept of
certificates of approval would be revoked, some people might have taken the view that, unless he decided to
transfer a list position or a racecourse ceased to trade, a bookmaker’s list position was eVectively permanent.

20. No-one could have envisaged in the years to 2001 the wide-ranging changes that have been
implemented in respect of gambling legislation and the present outcome, which is that the Levy Board no
longer has the power to issue certificates of approval and hence administer betting on racecourses.

21. Between 1998 and 2001, the issues facing the Levy Board in respect of bookmakers’ arrangements
included an amalgamation of seniority positions, issues relating to personal seniority and disputes between
the boards and rails bookmakers. Nothing however was raised in respect of security of tenure issues.

Reform of Gambling Legislation: 2001–February 2007

22. In July 2001, the Government published the Gambling Review Report which heralded a change in
the betting environment and a more liberalised approach. The DCMS then published its consultation paper,
A Safe Bet For Success in March 2002 (“the 2002 consultation paper”), followed by policy position papers
published during 2003, which set out the Government’s proposals for the reform and regulation of the
gambling industry.

23. The 2002 consultation paper indicated that the “five times” rule might be revoked but made no
reference to issues relating to security of tenure.21 It is unclear at what stage it became apparent to the
bookmakers that their picks might be in jeopardy and there is no reference to this issue in the consultation
documents or policy papers.

24. Rodney Brack, the then Chief Executive of the Levy Board wrote to DCMS on 29 October 2004 to
clarify the legal background in respect of bookmakers’ pitches (copy attached at annexe 2). In his letter he
explained:

“The concept of creating new Bookmakers’ Lists of seniority order, as a basis for picking positions
in the ring each day, was created, following legal advice, to ensure that no bookmaker could claim
security of tenure over a particular pitch on a racecourse. The Racecourse Association was
insistent upon this.

It is our view, therefore, that bookmakers have no security of tenure over anything. All they have
is their seniority positions on the various Bookmakers’ Lists as a basis for choosing their daily
standing positions while the current certificates of approval remain in place. As and when the
[Levy] Board’s certificates of approval are revoked, the related conditions, incorporating the
National Pitch Rules, will cease to exist and will, no doubt, be replaced on the following day by
new arrangements to be determined by the Gambling Commission.”22

25. Mr Brack’s letter also noted that bookmakers should have been aware that the purchase and sale of
seniority positions were subject to the limitations of the NPRs, which could be revoked by the Levy Board.
He added that, in respect of the repeal of the “five times” rule, it had been agreed that the Gambling Bill
should provide that the five times entry fee limitation should remain in place for a further five years in respect
of existing betting areas.

26. In February 2005, the NJPC inserted a warning clause at Clause 18 of the conditions of sale of
bookmakers’ list positions. Clause 18 advised bookmakers to make themselves aware of the full implications
of the 2005 Act when buying or selling any list positions. The Levy Board understands from the NJPC that
this amendment was primarily intended to warn bookmakers of the uncertainty at the time concerning the
“five times” rule and the possibility of betting in new areas, with the potential knock-on eVect on the value
of bookmakers’ investments in List positions. We believe that it also a reflected the lack of certainty as to
how the 2005 Act might aVect either the NJPC or bookmakers.

27. On the records now available to the Levy Board, it appears to us that security of tenure was not raised
with the Levy Board by the bookmakers, racecourses or NJPC during the period 2001–February 2007 and
the Levy Board did not discuss this issue during that period.

21 See paragraph 4.37 of the 2002 consultation paper.
22 See pages 1 and 2 of the letter from the Levy Board to DCMS dated 29 October 2004.
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Implementation of Legislative Changes: February 2007

28. The Government issued the Gambling Act 2005 (Mandatory and Default Conditions) (England and
Wales) Regulations (“the 2007 Regulations”) in February 2007.23 The 2007 Regulations set out mandatory
conditions attaching to track premises licences, including horserace courses, setting out the transitional
arrangements in respect of the “five times” rule until 31 August 2012. The 2007 Regulations make no
provision for transitional arrangements in respect of bookmakers’ list positions.

29. The RCA came to its decision that Lists would not be valid beyond 31 August 2012 after having
considered the implications of the 2007 Regulations. The RCA issued a letter to interested parties on 14
March 2007, which stated that it had decided not to recognise Bookmakers Lists or transfers of List
Positions as between bookmakers beyond 31 August 2012.

30. The RCA’s decision was based on changes brought about by the 2005 Act which as noted above
repeals the 1963 Act and terminates the current method of administration of on-course bookmakers and the
“five times” rule in respect of new betting areas. The RCA’s position is that from 1 September 2012,
racecourses will enter into commercial arrangements with bookmakers in relation to existing betting areas.
As such, security of tenure will continue for a further five years until 1 September 2012, but this is at the
discretion of the RCA.

Position since the RCA’s Announcement

31. The Levy Board first became aware that the RCA intended not to recognise the Lists by way of the
RCA’s letter dated 14 March 2007 referred to above. The NJPC immediately sought clarification from the
RCA and, once received, promptly suspended List position sales and withdrew the “List positions for sale”
section from its website. Once the RCA views were in the public domain, the NJPC resumed List position
sales, with the provision that the auction manager should ensure that both vendor and purchaser were aware
of the RCA’s position and the possible implications for Lists going forwards. The Levy Board is unclear at
what stage the bookmakers became aware specifically that the Lists were in jeopardy.

32. If the Government had intended to change the Lists by way of the 2005 Act, DCMS would have
consulted the Levy Board, the NJPC and other interested parties about this but it did not do so and thus
clearly did not have this intention. The Bookmakers’ Lists have been in place for several decades and the
current Lists are based on lists dating back to 1946. Neither the 2005 Act nor the 2007 Regulations abolish
the Lists themselves, which could therefore be preserved, either through a replacement legislative framework
or if the RCA were content to voluntarily carry on with the Lists.

33. Finally, we note that the transitional arrangements in respect of the “five times” rule should be
considered separately from changes to the Lists. The “five times” rule relates to the bookmaker’s admission
fee whereas the List position provides the opportunity to trade. It would be possible for commercial
arrangements in respect of the admission fee and the continuation of Bookmakers’ Lists to operate in
tandem.

October 2007

Annexe 1

Extract from the Sparrow Report—24 March 1998

Section 4

Seniority System

4.1 The NAB argued strongly in its submission to us that the current seniority system has worked well
over the years, that it lies at the heart of the ring administration arrangements, and should be retained. Both
the RBA and the RCA put forward suggestions as to how it should be modernised and improved, but did
not disagree with the main proposition. We see no reason, therefore, why the principle should not be
retained, but believe that it needs to be streamlined and improved in order to make it eVective into the
twenty-first century.

4.2 In particular, we agree with the proposals from each of the Parties, that there should be a system for
transferring seniority positions for value. Recommendations are set out in Section 5 for an auction system
which should be designed to maximise the prices achieved by bookmakers who wish to retire or to acquire
a better position, thus introducing some dynamism into a system which has become too rigid over the years.

4.3 We believe that the NJPC should create new seniority lists for both boards and rails, to be known as
the Bookmakers’ Lists. These should be based on the NAB’s current lists of Tattersalls bookmakers, Silver
Ring bookmakers, Supplementary List bookmakers and Extended Supplementary List bookmakers. It has
been suggested that these lists should be merged into one, since all the bookmakers on them are entitled to
stand under certain conditions. We believe that the NJPC should implement this merger in the context of

23 SI 2007/1409.
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our recommendation, set out in Section 11, for the introduction of a system that would require bookmakers
to register in advance their intention to attend, or not attend, a particular race meeting, in order to ensure
that vacant positions may be filled.

4.4 It seems to us appropriate that the Waiting List should be maintained separately from the other lists,
and that, in the interest of creating a more vibrant on-course betting market, the five-year qualification
requirement should be dropped. We recommend that, instead, applicants for the Waiting List should be
vetted carefully by RJPCs and that, before a bookmaker is added to a Waiting List, he/she should be able
to demonstrate that a financial bond, which would be held for five years and realised as appropriate in the
event of a default in settlement of debts owed by the bookmaker to punters would be available before he/
she first commences to trade on a racecourse. We suggest that the bonds should be £5,000 for Tattersalls and
£2,500 for the Silver Ring, on the basis that only bookmakers of several years standing should be allowed to
occupy any pitches in Members.

4.5 The current provisions in the NAB’s Pitch Rules covering inheritance are complex, but we believe
that the principle of a bookmaker’s seniority position being capable, upon death, of being inherited by the
spouse or a child, who would then trade from the appropriate pitch or auction the seniority position, is
sound. We suggest that the NJPC in drafting the appropriate pitch rules should seek to simplify the current
arrangements.

4.6 The RBA has sought to persuade us that seniority positions should be capable of being held in
corporate names. Under the NAB’s Pitch Rules, this is not currently allowed, and in the event of the
retirement of the employee in whose name a seniority is held, that company suVers a demotion in pitch
position, even though the company itself may have been trading for a long period. We were presented with
no convincing arguments to retain this system, and, since it seems fair and practical, we recommend that
the NJPC should make provision in the National Pitch Rules, for seniority positions to be held in corporate
names. The seniority positions of the relevant bookmakers on the seniority list on 24 March 1998 should be
transferred from the named employee to the company. However, these arrangements should be conditional
on the bookmaker’s trade on a particular pitch being accounted for through the relevant company holding
the seniority position, which should have a current bookmaker’s permit.

Section 5

Transfer of Seniority Positions

5.1 All three of the Parties to the Review, together with BOLA which also expressed a view on the subject,
supported the principle of permitting the transfer of a bookmaker’s seniority position otherwise than by the
present system which only permits succession by a registered successor, who may only be the son, daughter,
and, more recently, the wife of a pitch holder. The RBA and the RCA proposed that seniority should be
transferred on an open market basis, whilst the NAB proposed oVering to transfer seniority by oVering the
position firstly to the bookmaker next on the seniority list at a fixed price, and only when that bookmaker
has declined the opportunity to “trade up” should the position be oVered to the bookmaker next on the
seniority list, and so on until the position is acquired, when the acquiring bookmaker should then oVer his
own position for sale by the same method.

5.2 It is clear from the Joint Discussion Documents between the RCA and the NAB, and from the
information supplied to us by the NAB and the RCA that bookmakers’ seniority, which confers the right
to occupy a particular pitch in the betting ring, does not confer any proprietary rights. We have been advised
by Counsel that an attempt by the racecourse to sell pitches to bookmakers may be interpreted as a charge
for admission to the betting ring and, as such, would be in breach of the provisions of Section 13 (2) of the
Betting, Gaming and Lotteries Act 1963. We have therefore concluded that the only interest to which a
bookmaker has a right and which may be transferred, for a consideration or otherwise, is the bookmaker’s
seniority position ie his position in the order of seniority between other bookmakers.

5.3 We have concluded that it is in the interests of both the bookmakers and the racecourse that the full
value of any seniority position is realised on a disposal by way of sale, rather than transfers at previously
agreed sums, and we recommend that this should be achieved through the auction of bookmaker’s seniority
positions to the highest bidder, to be conducted through the NJPC and administered by the LJPC and the
Betting Ring Manager.

5.4 We recommend all transfers of bookmaker’s seniority positions on sale should only be made through
the auction system outlined above and the NJPC (through the LJPC) shall be entitled to receive a transfer
administration fee, set by the LJPC in accordance with the NJPC guidelines, to be paid by the vendor. No
transfer of seniority shall be eVective until registered by the NJPC, who shall be entitled to charge a
registration fee, and the transfer administration fee paid.

5.5 We accept the concerns of the NAB and the RBA that only those bookmakers previously approved
should be permitted to occupy a pitch in the betting ring. We therefore recommend that any bookmaker
bidding for a seniority position must satisfy the NJPC requirements as to financial probity and bookmaking
experience and be registered as a current pitch holder, or be on the Supplementary List or the Extended
Supplementary List as merged by the NJPC. Bookmakers on the Waiting List may bid for a seniority
position upon production of confirmation from a bank or their financial institution that a bond for the
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required sum, as laid down by the NJPC, will be available in the event of a successful bid. The registration
of a transfer of a seniority position to a bookmaker on the Waiting List will not be eVected until the required
bond is produced.

5.6 We have recommended that any transfer of seniority for a consideration may only be eVected via an
open auction. However, we acknowledge that there will be occasions when it is appropriate to change a
company’s nominated individual, and notification of any change of the nominated individual should be
eVected through the NJPC, upon payment of the registration fee. Individual bookmakers will therefore be
able upon retirement, or by their Will to transfer their seniority position to a named individual, who must
hold a current bookmaker’s permit. Where such a transfer is approved it shall not be eVective until registered
by the NJPC, to whom the relevant registration fee must be paid.

Annexe 2

Letter from the Horserace Betting LevyBoard to the Department for Culture, Media and
Sport (DCMS)—29 October 2004

Bookmakers’ Pitches

Further to our telephone conversation yesterday, I am writing to clarify the legal background, as we
understand it, on this subject.

— Under the terms of Section 13, Betting Gaming and Lotteries Act 1963, as modified by Section 5,
Horse Race Totalisator and Betting Levy Boards Act 1972, the Levy Board may issue, or revoke,
Certificates of Approval of a racecourse specifying the areas where betting may take place. These
Certificates may be subject to such conditions as the Board may impose.

— In 1998, the Board revoked all its Certificates of Approval relative to the 59 racecourses and issued
each of them with a new Certificate of Approval. Each of the new Certificates were subject to
conditions which included provision that the racecourse betting areas should be administered by
the National Joint Pitch Council (NJPC), in accordance with the National Pitch Rules, as
approved by the Board.

— A copy of a Certificate of Approval is enclosed.

— The National Pitch Rules set out the basis upon which new Bookmakers’ Lists would be created
by the NJPC. These Lists, which ranked bookmakers in order of their seniority, represented the
basis upon which bookmakers attending each racecourse meeting would be allowed to pick the
position in the betting ring (the pitch) on which they wished to stand.

— The concept of creating new Bookmakers’ Lists of seniority order, as a basis for picking positions
in the ring each day, was created, following legal advice, to ensure that no bookmaker could claim
security of tenure over a particular pitch position on a racecourse. The Racecourse Association
was insistent upon this.

— The National Association of Bookmakers undertook a Judicial Review action in the High Court
with a view to establishing that the Board did not have the power to introduce these new
arrangements. However, their action failed and the Court confirmed that the Board did have the
necessary power.

— It is our view, therefore, that bookmakers have no security of tenure over anything. All they have
is their seniority positions on the various Bookmakers’ Lists as a basis for choosing their daily
standing positions while the current Certificates of Approval remain in place. As and when the
Board’s Certificates of Approval are revoked, the related conditions, incorporating the National
Pitch Rules, will cease to exist and will, no doubt, be replaced on the following day by new
arrangements to be determined by the Gambling Commission.

— Also in 1998, as part of the ring modernisation arrangements, the Board introduced the auctioning
system whereby bookmakers were entitled to auction, or sell by private treaty, their seniority
positions. Bookmakers should be aware that such purchases and sales are subject to the limitations
of the National Pitch Rules, which may be revoked by the Board.

— However, it is my understanding that, in order to ensure that all bookmakers gained full value of
any seniority positions they may have purchased through the auction or private treaty procedures
of the NJPC, it was agreed that the Gambling Bill should provide that the five times entry fee
limitation should be maintained for a further five years, before racecourses were free to charge
bookmakers for entry on whatever alternative basis they choose.
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Memorandum submitted by the National Joint Pitch Council (NJPC)

Opening Statement

1. The independent members and executive of the National Joint Pitch Council (NJPC) submit that no
indications on security of tenure were given to those buying positions on bookmakers’ lists in recent years.

2. However, we consider that the racecourse bookmakers sold and purchased list positions in good faith
on the understanding that the bookmakers’ lists would last in perpetuity and the NJPC administered the
process on this premise.

Introduction and Scope

3. The NJPC is the organisation that was appointed by the Horserace Betting Levy Board (HBLB) to
administer betting areas on racecourses for the period between 8 October 1998 and 31 August 2007. It has
seven members—three independent members appointed by the HBLB, two members appointed by the
Racecourse Association (RCA), one member appointed by the National Association of Bookmakers (NAB)
and one member appointed by the Rails’ Bookmakers’ Association (RBA).

4. This submission is made by the independent members and executive of the NJPC, who are grateful for
the opportunity to contribute to this process. The other constituent members of the NJPC have made their
own submissions. The three independent members are:

— Tom Clarke, appointed in 1998, chairman of the NJPC since May 2001, formerly editor of the
Sporting Life and sports editor of the Daily Mail and the Times;

— Michael Bowler, appointed in 2000, formerly a practising lawyer and senior partner of the London
law firm Harbottle and Lewis; and

— William Blaney, appointed in 2001 and a qualified accountant with extensive business experience.

5. The Chief Executive OYcer of the NJPC is Tim Moore, who was appointed in July 2002.

6. We have concentrated our submission on the Select Committee’s second term of reference, relating to
security of tenure. We consider that the first and third terms of reference are a matter for the primary
interested parties—namely the racecourse bookmakers and the racecourses.

Executive Summary

7. Prior to the letter received from the RCA dated 14 March 2007, the NJPC had not received any
indication from racecourses, HBLB, DCMS or racecourse bookmakers that the security of tenure of
bookmakers’ list positions was under any threat.

8. The independent members of the NJPC considered that the bookmakers’ lists would exist in perpetuity
unless the racecourse ceased to operate or until a particular betting ring was closed.

9. The independent members of the NJPC made brief reference to security of tenure in their response to
a DCMS position paper in May 2003.

10. However, we are reasonably certain that DCMS did not intend security of tenure to be curtailed by
the Gambling Act 2005 (Act).

11. The independent members of the NJPC considered that the five-times rule and the bookmakers’ lists
were and are entirely separate entities and that commercial negotiations on bookmakers’ rent would co-exist
alongside the bookmakers’ lists.

Background and Relevant Statistics

12. In 1997, the RCA gave notice that it intended to terminate the Fergusson agreement which had
underpinned the administration of racecourse betting rings since 1958. The HBLB subsequently set up a
committee chaired by Sir John Sparrow to consider what replacement arrangements should be made. This
committee produced the Report on the Administration of Horserace Betting Rings (the Sparrow Report),
which led to the setting up of the NJPC. We expect that a more detailed history of this has been included
in the submissions to the Select Committee by other interested parties.

13. The authority of the NJPC was enshrined in the National Pitch Rules (Rules), which were approved
by the HBLB and enforced by the NJPC. Racecourses were bound by the Rules through the certificates of
approval issued by the HBLB and racecourse bookmakers were bound by the Rules as a condition of their
authorisation to bet. The NJPC made annual recommendations to the HBLB for changes to the Rules.

14. In all, 10 editions of the Rules were published between 1998 and 2007.24 In each edition, a number
of Rules had been crafted to govern the procedures for transferring list positions.

24 Copies of any/all editions of the NPRs are available to the Select Committee on request.
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15. The ability to transfer list positions between authorised bookmakers had been recommended by the
Sparrow Report to revitalise racecourse betting rings by making it easier for new blood to enter the betting
rings. The first auctions in this respect were held in December 1998. The terms and conditions of sale for
the first auction at Sandown racecourse—which, like the terms and conditions for all subsequent auctions,
make no mention of tenure in any respect—see Annexe.

16. Initially, there were three ways of transferring list positions:25

— at auction;

— to a member of the bookmaker’s immediate family by retirement or will; or

— for limited companies only, by private treaty.

17. On 1 January 2002, following representations by bookmakers, the Rules were changed by the HBLB
to allow all racecourse bookmakers (not just those that were limited companies) to transfer list positions by
private sale. This became by far the most popular way of transferring list positions, accounting for 91% of
list positions sold (by value) from 1 January 2005 to 31 August 2007.

18. There were 71 auctions during the NJPC’s period of authority, with 8,164 lots sold for a total hammer
price of £56.3 million. In addition, 4,430 list positions were sold privately (ie outside of auctions) for a total
of £33.3 million. According to NJPC valuations,26 the total value of list positions within the maximum
Designated Numbers27 and extra 1028 for all betting rings was approximately £70 million on 1 January
2007. On that date, 667 authorised bookmakers were eligible to bet in the 221 betting rings at Britain’s 59
racecourses.

Indications on Security of Tenure

19. The NJPC never made a specific written statement on the issue of security of tenure for bookmakers’
list positions. In hindsight, this may seem odd to people unaccustomed to the peculiarities of the racecourse
betting industry. However, in 1998 when the NJPC was set up, legislative change was not anticipated and,
in any case, bookmakers’ seniority lists had existed since 1928 and the lists eventually adopted by the NJPC
dated back to 1946, which gave the overwhelming impression that the lists were not subject to a fixed term.

20. Therefore, it was not considered that any statement on tenure was needed. Indeed, such a statement
was not even contemplated. We contend that, at that time, it was taken for granted by all parties that the
bookmakers’ lists did not have a limited “shelf life.”

21. Accordingly, it was acknowledged by the NJPC board that, under the Rules, a list position would
remain in the ownership of the bookmaker unless a racecourse ceased to operate.29

22. The Sparrow Report had made it clear, however, that the list positions did not confer upon
bookmakers any right of entry to any betting ring or entitlement to occupy, whether by licence or otherwise,
any area or areas in the betting ring. This caveat was repeated in the preamble to the Rules.

23. Also, all parties were aware that the Rules derived the basis of their authority from the HBLB
certificates of approval. This implied that any termination of the certificates of approval would result in the
cessation of the Rules, although this did not automatically mean that the bookmakers’ lists would no longer
be recognised.

24. In May 2003, DCMS published a position paper entitled Reform of Betting Legislation. In response,
the independent members of the NJPC commented that “We, too, recognise that bookmakers have invested
large amounts of money in list positions at racecourses. As a consequence, we believe that the bookmakers’
lists should be sacrosanct and persist into the era of the Gambling Commission and beyond. All list positions
have been purchased on the premise that tenure is permanent, and any deviation from this tenet should be
made only after full and appropriate consultation with the bookmakers and with consideration for the
residual market value of their portfolios of list positions.”

25. However, DCMS did not indicate, either publicly or at numerous (approximately quarterly) meetings
with the NJPC chairman and executive, that there was any likelihood that the bookmakers’ lists would not
be sacrosanct. Nor does the Act or the regulations include any clause which specifically abolishes or
envisages the abolition of the lists. We can only conclude, therefore, that DCMS had no intention for the
Act to change the status of the lists.

25 A “list position” is a bookmaker’s position relative to other bookmakers on the bookmaker’s list which entitles him to select,
in ascending numerical order commencing at number one, a designated pitch in the betting ring from which to conduct his
betting business. “List positions” are also sometimes called “seniority positions,” “pick positions” or “picks”.

26 NJPC valuations were updated quarterly and based on auction values and declared private sale values.
27 The maximum Designated Number is the highest number of bookmakers permitted to stand in a particular betting ring on

any given raceday.
28 The “extra 10” are the ten bookmakers who appear on the bookmakers’ lists immediately after the bookmakers within the

maximum Designated Number.
29 In the event of a particular betting ring closing while the racecourse continued to operate, the NJPC developed a mechanism

to merge the displaced bookmakers into another list at that racecourse. In some betting rings (ie the Rails), the NJPC agreed
that it was not possible to close the ring and that the aVected bookmakers must be relocated.
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26. Similarly, neither the RCA nor the bookmakers raised the issue at any of the NJPC meetings
following the passing of the Act in April 2005. Therefore, the NJPC was never alerted to any prospect that
the lists would have an end-date. Consequently, we confirm that the NJPC did not have any information
on security of tenure that was not in the public domain.

27. After 2003 and prior to the Act being passed by Parliament, it was widely known that the Act (if
passed) would lead to the eventual ending of the five-times rule and the introduction of commercial
arrangements for new betting areas on racecourses.30 It was apparent that both of these developments could
potentially have an adverse impact on the value of existing bookmaker investments in list positions.

28. Nevertheless, it was unclear at that time what other impact the Act might have on racecourse
bookmaking or the NJPC itself. Therefore, in January 2005, the NJPC considered it prudent to insert a
clause into the terms and conditions of auctions and private sales of list positions stating that “Authorised
Bookmakers are advised to be aware of the full implications of the forthcoming Gambling Bill before buying
or selling any list positions.”

29. However, because tenure was not considered to be an issue, in no way was this intended to be a veiled
warning that security of tenure of bookmakers’ list positions was under threat. In the absence of any
indications to the contrary, the independent members of the NJPC considered that security of tenure of list
positions would last in perpetuity.

30. Accordingly, the independent members of the NJPC were surprised when the RCA issued its letter
on 14 March 2007, as this minute from the meeting of the NJPC in May 2007 indicates:

Mr Bowler asked Miss Davies why the RCA issued its letter in March 2007, and not in 2005 when
the draft Gambling Legislation was issued. Miss Davies said the potential for this issue to arise
had always been in the background. However, it was not until DCMS had published its regulations
relating to tracks in February 2007 that the position had been confirmed.

31. This confirms that the RCA itself had not decided its policy position until the premises licence
regulations had been published on 27 February 2007, culminating in the 14 March letter. It would have been
impossible for the NJPC to give any indication on security of tenure before that date as such a decision was
not within its gift: it was within the gift only of the racecourses or, possibly, the Government.

Recommendation

32. The independent members of the NJPC have always considered that the five-times rule and the
bookmakers’ lists are distinct and separate issues. We see no reason why the lists could not still continue
after the five-times rule has lapsed, or why this would necessarily frustrate the ability of the bookmakers and
the racecourses to negotiate on commercial terms.

33. We would expect that, almost by definition, such terms would be reasonable and appropriate, given
the fact that the racecourses understandably wish to maximise revenue from bookmaking on their premises,
tempered by the imperative that it would not be in their interest to price bookmakers out of the market. We
suggest that the two parties might wish to consider appointing an independent body or arbiter to oversee
the process or to step in where there was a deadlock.

34. Should the bookmaker not wish to work under the commercial framework agreed, we perceive that
he would have three options. He could either:

— sell his list position to another bookmaker, accepting that the valuation may be aVected by the
“rent” to be paid;

— not attend the racecourse on some or all racedays; or

— seek redress through the competition authorities.

Closing Statement

35. We hope that this submission has been helpful to the Select Committee. Should the Committee
require any further information or documentation, we would be pleased to assist in any way.

October 2007

30 See Reform of Betting Legislation, Annex B, section 3.
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Annexe

Notices to Buyers and Sellers

These notes and the Conditions of Sale and Business referred to in the catalogue and all other terms and
conditions relative to specific lots or announced by the auctioneer or displayed in the sale room by way of
notice (together referred to as “the Conditions of Sale”) comprise the terms on which any lot is auctioned.
They should be read carefully by sellers and prospective buyers and their professional advisors.

Buyers and sellers will be deemed to have read, considered and agreed to be bound by the Conditions of
Sale and to have full knowledge of these and all other matters aVecting the respective lots.

The auction of a bookmaker’s seniority position is carried out by National Joint Pitch Council Limited
(“the Auctioneer”) as agent for the seller. Any concluded contract of sale is made direct between the seller
and the buyer.

The auctioneer is dependent on the seller to provide the relevant factual material relating to the
bookmaker’s seniority position oVered for sale. The auctioneer cannot and does not undertake due diligence
on each seniority position sold and buyers therefore have a responsibility to carry out their own enquiries
and investigations to satisfy themselves as to the nature and status of the seniority position which they are
interested in buying. We specifically draw to the attention of all potential buyers Condition 3 which limits
the extent to which the auctioneer and the seller may be liable. We also specifically draw to the attention of
all sellers and buyers Conditions 3 and 5 which set out the position where any appeal is outstanding, or
having been decided, aVects the seniority position number of any lot being sold. Any alterations in the
bookmakers list of seniority positions for a particular racecourse aVecting any lot sold will, where possible,
be announced by the auctioneer before the sale of any aVected lots. However, it is the responsibility of the
buyer to satisfy himself that there have been no alteration’s to the bookmakers’ list which might aVect the
lot he intends to purchase.

No buyer shall be authorised to trade from any Seniority Positions under the transfer has been registered
in accordance with the National Pitch Rules.

Bookmakers’ seniority positions may only be purchased by authorised bookmakers as defined in the
National Pitch Rules. It is the responsibility of each prospective buyer to obtain authorisation from the
National Joint Pitch Council Limited prior to bidding at the auction. Each bidder will be deemed to be
personally liable when making an accepted bid even though he purports to act as an agent for a principal
purchaser or purports to sign the Memorandum of Sale in a representative capacity or he is not an
authorised bookmaker.

Any seller who wishes to set a reserve on any lot must notify the auctioneer of the reserve, in writing, prior
to the sale. The minimum bid for any lot will be £250, or such other higher figure as the auctioneer shall
determine.

Conditions of Sale and Business for the Auction of Bookmakers’ Seniority Positions

All sales conducted on behalf of the National Joint Pitch Council Limited by their agents, Doncaster
Bloodstock Sales Ltd, are subject to the following conditions of sale and business.

1. Definition

In these conditions of sale and business the following expressions shall have the following meanings:

1.1.1 “Auctioneers” means the National Joint Pitch Council Limited acting through their agents
Doncaster Bloodstock Sales Ltd.

1.1.2 “Authorised Bookmaker” has the meaning as defined in the National Pitch Rules.

1.1.3 “Buyer” means the Authorised Bookmaker who makes the highest bid accepted by the auctioneer.

1.1.4 “Hammer Price” means the price at which a Lot is knocked down by the auctioneer to the Buyer
and excludes any applicable value added tax or other taxes, any Transfer Administration Fee and
any Transfer Registration Fee.

1.1.5 “Lot” means the Seniority Position or Seniority Positions oVered for auction and described in the
Catalogue of the Auctioneers by reference to a Lot number. Where a Lot comprises more than one
Seniority Position, the Seniority Position will be sold as one Lot.

1.1.6 “National Pitch Rules” means the National Pitch Rules promulgated and published from time to
time by the National Joint Pitch Council Limited.

1.1.7 “Sale Proceeds” means the Hammer Price of the Lot received by the Auctioneers in cleared funds,
less any Seller’s Commission, less the Transfer Administration Fee.

1.1.8 “Seller” means the Authorised Bookmaker entering the Seniority Positions in the Auction.

1.1.9 “Seller’s Commission” means the commission of one and one half percent (1.5%), plus value added
tax, where applicable, of the Hammer Price.
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1.1.10 “Seniority Position” shall have the meaning defined in the National Pitch Rules.

1.1.11 “Transfer Administration Fee” shall have the meaning defined in the National Pitch Rules being
twelve percent (12%) of the Hammer Price payable to the National Joint Pitch Council Limited
plus value added tax.

1.1.12 “Transfer Registration Fee” shall have the meaning defined in the National Pitch Rules, being
£150 for a Seniority Position on the Rails or in Tattersalls and £75 for a Seniority Position in the
Silver Ring or any other minor ring inclusive of value added tax payable to the National Joint Pitch
Council Limited.

1.1.13 “Total Amount Due” means the Hammer Price for the relevant Lot sold, together with any value
added tax and other taxes due or payable, together with the Transfer Administration Fee and the
Transfer Registration Fee and any interest due.

1.2 In these Conditions of Sale:

1.2.1 The expression “person” shall include a body corporate.

1.2.2 Words importing the masculine gender shall include the feminine and the singular shall include the
plural and vice versa where the context so admits.

2. Auctioneers’ Capacity

The Auctioneers act as agent for the Seller and any sale will result in a contract made directly between
the Seller and Buyer.

3. Exclusion of Liability

3.1 The Auctioneers give no guarantee or warranties to the Buyer and any implied warranties or
conditions are excluded (save in so far as such obligations cannot be excluded by statute).

3.2 Any representations, written or oral and including those in any catalogue report or commentary in
relation to a Seniority Position may be revised prior to the Lot being oVered for sale. No employee
of the Auctioneers, nor any agent or director shall be liable for any errors or omissions in any such
representations.

3.3 Where there is an appeal outstanding in respect of the status of any Seniority Position on a
Bookmakers’ List, it is the responsibility of the Buyer to satisfy himself whether the outcome of any
appeal has, or may, aVect the Seniority Position, or any other Seniority Position on the relevant
Bookmakers’ List.

4. Conduct of Sale

4.1 The Seller may, no later than one hour prior to the commencement of the scheduled time of the start
of the auction notify the Auctioneers in writing, or any reserve price for the relevant Lot. No Lot will
be sold at less than the reserve price. If a Lot fails to sell the Auctioneer will announce that the Lot
is unsold.

4.2 The Auctioneers reserve the right, without giving any reason, to reject any oral bids or to withdraw
any Lot before or during any sale. The order of the sale shall be determined by the Auctioneers.

4.3 If the Auctioneers, in their sole discretion, determine that a dispute has arisen between two or more
bidders, any disputed Lot may immediately be oVered for sale again and resold.

4.4 The Auctioneer may withdraw a Lot from the sale without any liability if the Auctioneers reasonably
believe that there is any dispute as to the relevant Seniority Position or if the Seller is currently
suspended, either temporarily or permanently, as an Authorised Bookmaker.

4.5 The person who makes the highest bid accepted by the auctioneer (or the person disclosed as
principle, if applicable) shall be the Buyer, provided always that the highest bid exceeds or matches
any reserve price. The striking of the auctioneer’s hammer marks the acceptance of the highest bid
and identifies the Hammer Price at which the Lot is knocked down by the Auctioneer to the Buyer
and marks the conclusion of a contract of sale between the Seller and the Buyer.

4.6 The Auctioneer will commence and advance the bidding in levels that he considers as appropriate
having regard to the likely value of the Lot under auction, and of competing bids. The Auctioneer is
entitled to make consecutive bids or make bids in response to other bids on behalf of the Seller up to
any reserve placed on the Lot. Where the Auctioneer makes such bids he will not indicate during the
auction that he is making bids on behalf of the Seller. The Buyer acknowledges the rights of the
Auctioneer and the Seller set out in this condition.
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4.7 The Auctioneer has absolute discretion at any time during the course of the auction to:

4.7.1 withdraw any Lot;

4.7.2 reoVer a Lot for sale if the Auctioneer reasonably believe sthat there is an error or dispute;
and/or

4.7.3 take such other action as he reasonable thinks fit in the circumstances.

5. Buyers’ Obligations

It is the Buyer’s responsibility to undertake all investigations, enquiries and searches to satisfy himself
that the Seniority Positions oVered in any Lot are as described and, in the event of any outstanding appeal
aVecting a Seniority Position comprising all or part of any Lot, or in the event of any appeal aVected the
Bookmakers’ List on which any Seniority Position in which a prospective Buyer is interested remains
outstanding, any prospective Buyer must rely on his own judgement, enquries and searches as to the eVect
of any outstanding appeal upon any Seniority Position or positions contained in any Lot in which he is
interested. The Buyer will be deemed to have knowledge of all matters which he could reasonably have been
expected to find out given his knowledge as an Authorised Bookmaker and the exercise of due diligence.
This includes checking the attendance record of the vendor at the seniority position that is being sold.

6. Buyers

6.1 Only Authorised Bookmakers may bid for Seniority Positions. Any Authorised Bookmaker
intending to make a bid must produce evidence of his authorisation by the National Joint Pitch
Council Limited upon demand.

6.2 The Auctioneer reserves the right, at their absolute discretion, to refuse to allow any person to
participate in the auctions and to refuse admission to the auction room to any person.

6.3 Any person who bids at an auction is deemed to do so as principal and will be held personally and
solely liable for that bid unless it has been previously agreed in writing that the bidder does so on
behalf of an identified third party acceptable to the Auctioneers. In the circumstances so agreed, both
the bidding agent and the third party will be jointly and severally liable for all obligations arising from
the bid and the third party shall be bound by the conditions of sale by the bidding of his agent in the
same way as if he were bidding personally.

7. Payment and Production of Authorisation

7.1 Immediately after the conclusion of the relevant session of the auction in which the Lot was sold, the
Buyer to whom the Lot was knocked down shall pay the National Joint Pitch Council Limited by a
cheque drawn on the Buyer’s account at a United Kingdom bank or building society, in pounds
sterling, the total amount due. Payment will not deemed to have been made until the National Joint
Pitch Council Limited have been notified by their bank that they are in receipt of cleared funds. No
cash will be accepted.

7.2 An Authorised Bookmaker who does not currently hold a Seniority Position within the designated
number at the relevant racecourse will be required to provide confirmation from his bank or building
society that he has suYcient funds available, at the level required for the Seniority Position or
Positions in respect of which he has bid the highest price.

8.Transfer of Seniority Positions

Title to the Lot sold will not pass to the Buyer until the transfer of the relevant Seniority Positions have
been recorded by the National Joint Pitch Council Limited in accordance with the National Pitch Rules.
The National Joint Pitch Council Limited will notify the Buyer and Seller, in writing, within fourteen days
of receipt of cleared funds in settlement of the total amount due, and confirmation that the Buyer is an
Authorised Bookmaker on completion of the transfer of the Seniority Position. Pending registration of the
transfer of any Seniority Positions the Seller shall be entitled to trade with the Seniority Position.

9. Fees and Commmissions

9.1 The Seller will pay the Transfer Administration Fee and the Seller’s Commission to the National Joint
Pitch Council Limited. The National Joint Pitch Council Limited is authorised to deduct the Transfer
Administration Fee and the Seller’s Commission from the monies received from the Buyer.

9.2 The Buyer shall pay the applicable Transfer Registration Fee for each Seniority Position purchased
in any Lot or Lots.

9.3 Where any Lot remains unsold as it has failed to rearch the reserve price set by the Seller the fee paid
to enter the Lot in the Auction will not be returned.
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10. Remedies for Failure to Complete the Transfer of the Seniority Position

If the Buyer fails to pay the total amount due on any Lot in accordance with these Conditions of Sale or
is not an Authorised Bookmaker within the National Pitch Rules, the Auctioneer may, at its sole discretion
and without prejudice to any other rights which the Auctioneer and the Seller may have, be entitled both
on its own behalf, and as agent for the Seller to exercise any one or more of the following rights or remedies:

10.1 commence proceedings for damages of breach of contract;

10.2 cancel the sale of the Lot;

10.3 apply any payments made as part of the total amount due or otherwise towards any costs or
expenses incurred in connection with the resale of the Lot;

10.4 arrange and carry out a resale of the Lot by an auction arranged by the National Joint Pitch
Council Limited in mitigation of the debt owed by the Buyer to the Auctioneer and the Seller
and the Seller consents and authorises the Auctioneer to arrange and carry out such resale
on the conditions of sale applicable at the time of such resale. The level of the reserve relevant
to such resale shall be the level set, if any, in the original sale unless notified otherwise in
writing by the Seller to the Auctioneers. The net sale proceeds of such resale will be applied
in reduction of a Buyer’s debt. Should the resale result in a lower price than the original
Hammer Price obtained then the Seller shall be entitled to claim the balance due from the
Buyer, together with any costs and expenses incurred in connection with the failure of
the Buyer to complete the original purchase. Should the resale result in a higher price
than the original Hammer Price obtained, the surplus shall be paid to the Seller;

10.5 reject any bids made by or on behalf of any Buyer who has failed to complete the purchase
of any Seniority Position at any future auction;

10.6 charge the Buyer interest at the rate of four percent (4%) per annum above the base lending
rate quoted by Midland Bank Plc from time to time on the total amount due to the extent
that it remains unpaid more than five (5) working days after the date of the auction.

11. Withdrawal of Lots

11.1 Where a Seniority Position forming the whole or part of any Lot is withdrawn from the sale by the
Seller after it has been entered into the sale by completion of the entry form the fee paid to enter the
Lot in any auction will not be refunded.

11.2 The Auctioneers reserve the right to withdraw a Lot or any Seniority Position forming part of a Lot
from the sale without any liability to the Seller where the Auctioneers reasonably believe that there
is any doubt as to the entitlement to any Senirotiy Position or;

11.2.1 it is established that any of the Seller’s representations in oVering any Seniority Position
for sale is inaccurate in any way; or

11.2.2 the Seller is in breach of any of the provisions of the Conditions of Sale in any respect; or

11.2.3 the auction at which it was proposed to sell the Lot is postponed for any reason; or

11.2.4 the Auctioneer becomes aware of any matters which would result in the Seniority Position
being oVered for sale as a whole or part of any Lot being subject to change as a result of
an appeal made by the Seller or by any other Authorised Bookmaker on the relevant
bookmakers’ list.

11.3 Should the Lot be withdrawn in whole or in part in accordance with condition 11.2 the Auctioneer
reserves the right to charge such reasonable fee as may be appropriate in the circumstances, such fee
not to exceed the fee charged to enter any Lot or part thereof in the catalogue.

12. Bidding at the Sale

A Seller may not bid for any Lot oVered by him at the sales. Whilst the Auctioneer shall be entitled to
bid on a Seller’s behalf up to the amount of the reserve, a Seller shall not instruct or permit any other person
to bid on his behalf. If a Seller should instruct someone else to bid on his behalf, or bid on his own behalf,
he may be obliged to pay to the Auctioneer a sum representing the total of the Seller’s Commission and the
Transfer Administration Fee in connection with the sale of the Lot. The National Joint Pitch Council
Limited shall be entitled to suspend the Seller’s authorisation to act as an Authorised Bookmaker until
payment of the Seller’s Commission and the Transfer Administration Fee has been made by the Seller in full.
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13. Post Auction Sale

If any Lot fails to sell at auction the Auctioneer shall be entitled to negotiate a sale with any underbidder
on the day of the auction, where the Seller agrees to the price oVered.

14. Unsold Lots

The Auctioneer will notify the Seller at the address given on the relevant entry form within five (5) days
if any Lot fails to sell at auction.

15. Value Added Tax

Where these Conditions of Sale refer to an obligation to make any payment by a Buyer or a Seller, the
Buyer or Seller (as applicable) shall be liable to pay any value added tax required by law. Where the
Conditions of Sale give the Auctioneers a right to receive payment from a Buyer or Seller, such rights should
include the right to receive any value added tax due.

16. Whole Agreement

These Conditions of Sale form the whole agreement between the Auctioneers the Buyer and the Seller and
no variation shall be valid or binding unless specifically agreed in writing by or on behalf of the Auctioneers.

17. Disputes

Any dispute arising out of the sale of any Lot made in accordance with these Conditions of Sale shall be
a dispute between the Seller and the Buyer.

18. Governing Law

These Conditions of Sale and any amendments shall be governed by and construed in accordance with
English Law.

19.Notices

19.1 Any notices required to be served pursuant to these Conditions of Sale to the Auctioneers must be
made in writing and sent by first class post or by facsimile to the oYces of the National Joint Pitch
Council Limited.

19.2 Any notices required to be given by the Auctioneers to a Buyer or a Seller pursuant to these
Conditions of Sale shall be sent to the address given on the confirmation of entry or the
Memorandum of Purchase Form by first class post or by facsimile.

19.3 Any notice given in accordance with this Condition shall be deemed to be received on the second
day after posting or, where the notice is sent by hand or by facsimilar, on the day of transmission.

Witnesses: Mr David Bradshaw, Horserace Betting Levy Board, Mr Tim Moore, Chief Executive OYcer,
and Mr Tom Clarke, Chairman, National Joint Pitch Council, gave evidence.

Q83 Chairman: Can I welcome Tim Moore, the
Chief Executive of the National Joint Pitch Council,
and Tom Clarke, the Chairman, together with
David Bradshaw, the Racing Director of the
Horserace Betting Levy Board. You have heard the
exchanges with the two previous sets of witnesses. As
the bodies that administered the trading of list
positions, did you regard them as being in
perpetuity?
Mr Moore: Since 2002, when I was appointed, I
think it is fair to say the NJPC never considered
making a statement on security of tenure. That was
basically because it was never considered to be an
issue. It was never an issue that was brought to our
attention by The Racecourse Association or indeed
by DCMS. The RCA never suggested that they were
going to review the status of the lists in the light of
the new legislation. DCMS never indicated to us that

the lists were under threat in any way. Everybody
recognised and realised that the five times rule was
going to come to an end, but I think it is fair to say
that we did not associate the five times rule—or the
“rent” as was called earlier—with the status of the
lists. We saw them as two separate things which
could run side by side, as Mr Davies suggested
earlier. So far as we are concerned they are entirely
diVerent issues.

Q84 Chairman: You said you did not consider it an
issue. Does that mean that you thought essentially it
was in perpetuity?
Mr Moore: Yes, I did.
Mr Clarke: For my sins I have been with the NJPC
since it started in 1998. There was never any mention
of a time limit under the previous seniority system,
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nor had there been any mention of a time limit in the
Sparrow Report which spawned us. I think we have
had 90 meetings of the NJPC over the last nine years
and this did not become an issue until the 86th
meeting which was in the spring of this year. I would
also add that in the summer of last year the Acting
Chief Executive—Mr Moore was on secondment to
the Gambling Commission—and I went to see The
Racecourse Association at Ascot to talk about our
possible role post Gambling Act implementation in
September this year and the word tenure was not
mentioned then. This was not an issue. There was an
acceptance that there was no time limit on this.

Q85 Chairman: So it is your position essentially that
the view taken by the bookmakers when they
purchased list positions was a perfectly reasonable
one?
Mr Moore: Yes. As both of you have commented
from your side, we consider that the racecourse
bookmakers sold and purchased list positions in
good faith.

Q86 Chairman: Are you surprised to hear The
Racecourse Association express a view that they
should never have taken that view and there was
nothing to suggest that it was their view?
Mr Moore: Yes indeed.
Mr Clarke: A better word would be stunned by their
letter in March of this year.

Q87 Chairman: Is that also the view of the Horserace
Betting Levy Board?
Mr Bradshaw: Yes. We were also surprised at the
RCA position. Since 2005 any discussions that I
have had with racecourses in my capacity as Racing
Director of the Levy Board have focused on the five
times rule and the implications of the five times rule
for existing betting areas and for new betting areas.
The only discussions that have occurred on security
of tenure from racecourses occurred after the
announcement made in March.

Q88 Chairman: The caveat that you inserted into the
sale terms in early 2005, was that intended to flag up
the issue of tenure and the fact that there might be
some uncertainty over it?
Mr Moore: No, absolutely not. We had become
aware through the processing of the forthcoming
Gambling Act, as it was at that stage, that two things
were going to happen, the ending of the five times
rule, as we have all mentioned, and also the fact that
racecourses would be permitted to allow betting in
what is known as new approved areas, in other
words areas that are not currently in use. We
considered that because of both of those
developments the bookmakers would, rightfully,
need to recognise those and take account of them
when buying their positions and presumably pay
according prices.

Q89 Chairman: So the caveat simply related to those
potential changes. There was no threat or
uncertainty over the position regarding tenure?

Mr Moore: No. As I think we say in our submission,
it was never intended to be a veiled warning to the
bookmakers. It was merely about the five times rule
and the increased competition from new areas.

Q90 Philip Davies: Is it right that the RCA are
represented on your body?
Mr Moore: Yes, they are.

Q91 Philip Davies: Despite that, their view, as you
heard earlier, was that it was blindingly obvious that
these things were not to last forever. You do not see
that that has always been their position, do you?
Mr Moore: I do not see that it is blindingly obvious,
frankly. It is an interpretation. The 1963 Act, the
situation with the Levy Board’s certificates of
approval and the National Pitch Rules are all tied in
with the same situation. We all realised that the
bookmakers’ lists were operating under the auspices
of the National Pitch Rules. However, there is
nothing in the new Act which, as we said earlier,
abolishes the lists per se. There is nothing there that
says anything about the lists. I personally see it as an
interpretation by the RCA that the lists will not
continue.

Q92 Philip Davies: You say it was only raised at the
86th of the 90 meetings that you have had. Was there
a time before then at which, if this was clearly the
view of The Racecourse Association, it would have
been pertinent for them to point that out at one of
those meetings?
Mr Clarke: Certainly. Right from the early days
when the auctions and then later the private sales
began to generate major prices for positions on the
list there would have been an opportunity for
racecourses and the bookmakers to query exactly
what they were buying, if in fact there was any doubt
about what they were buying. They were buying
something without a time limit as we understood it.
The phrase “in perpetuity” did not exist in our
vocabulary until quite recently.

Q93 Philip Davies: Is your view that when
bookmakers were paying these fantastic sums for
pitches The Racecourse Association knew very well
that they were buying them on that basis?
Mr Clarke: That would be my personal belief, yes.

Q94 Philip Davies: How do you explain their current
position? Do you see them as being opportunistic in
trying to make the most of the new Act?
Mr Moore: Their position became clear only after
the mandatory and default premises licence
conditions were issued in February 2007 and that
was discussed at a subsequent NJPC meeting. I take
that to mean that their final position was only
decided at that stage, hence why the letter on 14
March came when it did, in March 2007 and not
when the Act was published in 2005 or indeed back
in 1998.

Q95 Philip Davies: Given the situation we are in,
what is your view as to how this can best be resolved?
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Mr Clarke: I think, Mr Davies, you hit the nail on
the head yourself when you said earlier, “Why can’t
the racecourses honour the lists as well as negotiate
commercial deals?” I am paraphrasing you but that
was the gist of it, I am sure. That would be our
position in a nutshell.

Q96 Philip Davies: Does the Levy Board take the
same view?
Mr Bradshaw: I think the Levy Board position is
slightly diVerent in that, as was made clear earlier,
our authority rested principally with our certificates
of approval which bound everybody together. From
1 September this year we have no longer had any
locus on the racecourse at all. Realistically, as far as
I can see, it is entirely possible to go down the route
that is suggested. Equally, it may be entirely possible
to introduce commercial arrangements as well.

Q97 Paul Farrelly: I want to ask a question
regarding the caveats that seems to be at the fore of
this questioning. It is a pretty broad and sweeping, is
it not? You have mentioned that you are only
intending to refer to two particular instances, the
ending of the five times rule and the fact that there
might be a less restricted supply of gambling
opportunities. Why did you not make the caveat
more specific and add at the end that it was in respect
of the ending of the five times rule and this other
thing?
Mr Moore: We had no idea at the time exactly how
the Act would aVect the future of the NJPC. The
NJPC as an administrative body is no longer in
existence. It actually finished when the Gambling
Act came in on 1 September. We had no idea how the
provisions of the Act in the regulations would pan
out, therefore we just made a general statement. We
had those two specific issues in mind, but we did not
know what else might come through the Act. The
Act itself and the regulations, until a very late stage,
did not actually address the on-course issues hardly
at all.

Q98 Paul Farrelly: Did you insert that caveat on
legal advice?
Mr Moore: No.

Q99 Paul Farrelly: Were lawyers involved in
drawing that wording up?
Mr Moore: No.

Q100 Paul Farrelly: Was there no legal advice?
Lawyers tend to make it very broad and sweeping so
that they cannot get sued themselves.
Mr Moore: That was not the source of the advice.

Q101 Paul Farrelly: The industry is now where it is.
Do you think with hindsight it was reasonably
foreseeable that this position might have been
reached? If we just put aside the histories of custom
and practice and what might have seemed
reasonable then to expect because it simply was not
raised, do you think it was reasonably foreseeable
that you might have got to this position or is that an
unfair question?

Mr Moore: It is a diYcult question to answer
because hindsight is a wonderful thing, as we all
know. All we can rely on is the way that the
bookmakers themselves conducted their position
and the sales of their pitches between themselves.
They certainly did not realise at that time that this
would come about and I think it is fair to say that,
therefore, it would not have been reasonable for
them to have assumed that.
Mr Clarke: Mr Farrelly, I do not think anybody, the
bookmakers, the racecourses, NJPC, had any idea
until March of this year that the lists would no
longer be useful.
Paul Farrelly: So nobody really missed a trick. It is
just the tricks are being played now.

Q102 Mr Sanders: In 1998 the Levy Board
intervened in the matter by making compliance with
the pitch rules and list positions a condition of
certification of racecourses. Why did you get
involved, and should you not have left it to the
parties to sort out?
Mr Bradshaw: We were in eVect asked to get
involved in the situation because the racecourses and
the bookmakers had been in discussions for a
number of years and had not been able to find a way
forward. So in eVect the Levy Board was asked to
use its oYces to intervene on the basis that it had the
certificate of approval and therefore had the powers
to administer anything that might result from the
review. This was in fact, as was mentioned earlier by
the bookmakers, challenged and it was found on
judicial review that the Board had the powers to use
its certificate. The Sir John Sparrow review, whilst
we are talking about security of tenure here, was a
very wide-ranging review on a range of issues.

Q103 Mr Sanders: Were the Government among
those who asked you to get involved?
Mr Bradshaw: I am not aware of that, no, Sir.

Q104 Mr Sanders: Is it possible to find out because
it is a very crucial thing? If the Government had put
pressure on you to get involved that might explain
why there is some confusion amongst people as to
your role in this and whether this might not set a
precedent for the Government intervening to
preserve lists.
Mr Bradshaw: Yes.2

Q105 Chairman: You expressed the view that the
desirable way forward would be to move to
commercial negotiation between racecourses and
bookmakers but on the basis of preserving the lists.
You will have heard the evidence from The
Racecourse Association that that does not seem
something which appears to be very likely in terms
of how they see the way forward. Do you think that
Government should intervene to ensure that is what
happens?

2 Note by witness: The Government did not ask the Levy
Board to get involved.
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Mr Clarke: Government seems reluctant to
intervene. If I were to oVer a very personal opinion
here but an opinion based on nine or 10 years’
involvement with this sector of the industry, I think
there is a unique body which has representation
from the betting industry and the racecourses and
that is the Levy Board, which does have a
continuation of life and it may well be that the Levy
Board could act as the arbiter in this. I emphasise
that is a personal view.

Q106 Chairman: Is that something that the Levy
Board would be willing to do?
Mr Bradshaw: Since October 2006 the Board has
had a policy of returning to its primary functions,
which are the collection and distribution of the levy.
Against this background we have divested ourselves
of responsibilities for areas such as the Horseracing
Forensic Laboratory and the National Stud.
Obviously the Board was very clear under the late
Chief Executive, Sir Tristram Ricketts, that we move
away from involvement on the on-course or even the
betting rings and the racecourse betting areas. It
would require a rethink for the Board to get involved
in Mr Clarke’s suggestion.

Q107 Chairman: So at the moment that is not
something which you would see as appropriate now
for the Levy Board to do?
Mr Bradshaw: No. The Board has not given an
indication or a willingness to continue its
involvement since October 2006.

Q108 Chairman: Are you encouraging Government
to get involved in that area?
Mr Bradshaw: Historically the Levy Board has
taken quite an active role in the on-course betting
areas principally because we have looked to
maintain the integrity of the SP, which is obviously
what the majority of the oV-course bets are
involved around and that has shaped our policy
pretty much since 1963 up until the time when our
responsibilities were removed. The legislation from
1 September in eVect appears to have a somewhat
lighter touch than perhaps what the Levy Board
would have done with on-course betting areas in
that less emphasis is put on approving areas
through the statutory mechanism and now
racecourses have the ability to do a number of
things on the racecourse as a result of this
legislation. Government is still involved but I think
to a lighter touch than perhaps pre-1 September
2007.

Q109 Chairman: All three of you have said that you
administered the trading arrangements believing
that what was being sold was in perpetuity and it
was perfectly reasonable for bookmakers and
therefore I assume you have quite a lot of sympathy
with the feelings of the bookmakers who appeared
before us today. Given that you have a
responsibility and that it has resulted in their
apparently having their livelihoods threatened,
what do you think should be done? Mr Clarke has

given one suggestion but it does not seem to have
been greeted with total enthusiasm down the other
end of the table.
Mr Moore: We made a proposal in our written
submission to the Committee which in essence is
something that Mr Davies touched on earlier,
which would be to keep the lists as they are now
and for the bookmakers and the racecourses to
negotiate on their commercial terms. The
bookmaker then in any list position, as I see it,
would have three options. One would be to sell his
position on the list to another bookmaker if he did
not like the commercial terms. Secondly, he could
choose not to work at the racecourse or to cherry-
pick the days between maybe weekends, Bank
Holidays and not go on other days. Thirdly, he
could seek redress, as Budd suggested in the report,
through the competition authorities. That seems to
me to encapsulate the best of both worlds in that
racecourses get to negotiate a rent free from the
restrictions of the five times rule and bookmakers
get to keep or to liquidate their assets and pay
appropriate fees for working at the racecourse.
Also, and who we must not forget in all of this, the
racegoers get to participate in a busy betting ring.
It is very competitive, as we all know, and it is an
important part of the British racing heritage.

Q110 Philip Davies: Mr Bradshaw, do you
anticipate that these changes will lead to
bookmakers on-course having to pay more?
Mr Bradshaw: No, I do not think that is necessarily
true. As was mentioned earlier, it is conceivable
that a number of racecourses might choose to
charge less than the five times entry fee to the
racecourse and, depending upon any commercial
arrangements or existing arrangements which
continue, that may mean that the actual
bookmakers may pay less on occasions. It is
diYcult to make a definite statement because
obviously racecourses have a great deal more
latitude now in their ability to create new betting
areas. As was mentioned by both the bookmakers
and the racecourses, that could have a commercial
impact on costing charges for the main betting
rings.

Q111 Philip Davies: Do you think there will be
more or fewer on-course bookmakers as a result?
Mr Bradshaw: I really could not answer that; I do
not know.

Q112 Philip Davies: The point that you made was
that one of your responsibilities is the integrity of
the SP which comes from the racecourses and
therefore the better value for the punter back in the
betting shops presumably drives better levy
incomes. Presumably you have a vested interest in
ensuring that the on-course market is as vibrant as
possible and that any additional cost or any cost
that bookmakers are incurring may lead to higher
margins and therefore worse prices for the punter.
Is that not a concern that you have?
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Mr Bradshaw: I think that is a perfectly reasonable
assessment of the situation. If the Levy Board was
continuing with its present role I am sure that is
exactly the position that the Board would wish,
that the on-course market and the integrity of the
SP is as robust as possible.

Supplementary memorandum submitted by the National Joint Pitch Council

1. We are grateful to have had the opportunity to address the Select Committee and to oVer these brief
additional points of clarification.

2. We reaYrm that the following points, in common with the previous written and oral evidence of the
NJPC, emanate only from the independent members and executive of the NJPC and not from the NJPC
as a body. In addition to the independent members, the NJPC consists of members from both on-course
bookmakers and the Racecourse Association, who are in direct conflict over the issue in question. Therefore,
it would be impossible for the NJPC to represent the views of all of its members as if they spoke with one
voice.

3. We were slightly concerned at the oral evidence session that the Select Committee may have taken the
opening statement of our written submission out of context and ascribed to it a diVerent meaning to the one
which we had intended.

4. The opening statement had opined that “the independent members and executive of the NJPC submit
that no indications on security of tenure were given to those buying positions on bookmakers’ lists in
recent years”.

5. It appeared that this had been interpreted by the Select Committee as meaning that we considered (or
indeed had explicitly indicated) that the bookmakers had no security of tenure. Such an interpretation would
be incorrect.

6. What we were alluding to was the fact that, in recent years, the NJPC had made no statements or
announcements about security of tenure—hence the words “no indications on security of tenure were
given”. This was because we did not consider that it was an issue. In fact, as paragraph 20 of our written
submission confirms, “such a statement was not even contemplated” because, in our opinion, “it was taken
for granted by all parties that the bookmakers’ lists did not have a limited shelf life”.

7. This is an important clarification, as it would be inappropriate for any party to perceive in any way
that our oral evidence diVered from our written evidence.

8. We would also underline the important statement made by the Select Committee Chairman at Q116
in the transcript of the oral evidence. We agree that the on-course betting sector was not mentioned in the
drafting stages of the Gambling Act. To overlook such a key element of the betting industry was a serious
omission.

9. This is a point we raised many times with DCMS and the Gambling Commission, given our exclusive
interest in the on-course sector.

10. We consider that the comparative lack of attention given to the on-course betting industry in the
drafting of the Act and Regulations has led to the dispute regarding security of tenure of bookmakers’ list
positions. Had the issue been explicitly addressed in the consultation papers on premises licensing, then
interested parties would have been able to comment accordingly and we would not now be witnessing
alternative interpretations of the provisions of the Act.

11. We trust that these supplementary comments are useful. We are ready to oVer the Select Committee
any further assistance that it may require.

November 2007

Letter from the Parliamentary Under-Secretary of State, Department for Culture, Media and Sport
(DCMS) to the Committee—25 July 2007

I am aware that you have taken an interest in the aVairs of on-course bookmakers. I thought it might
be helpful if I now wrote to explain the Government’s position.

May I first make it clear that we regard on-course bookmakers as a vital and historic part of the British
racing experience, and are working closely with all parties to ensure that a workable solution is reached
to allow their role to continue.

Q113 Philip Davies: Do you consider at the
moment that the on-course market is robust and
gives a fair deal for oV-course punters?
Mr Bradshaw: Yes, at the moment I do.
Chairman: I do not think we have any more
questions. Can I thank you very much.
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It may be helpful if I give some background. Pitch positions have never been directly provided for in
gambling legislation. Under the so-called Fergusson Agreement, racecourses maintained voluntary
arrangements with bookmakers to allow them to oVer on-course betting. Racecourses withdrew from
this arrangement in 1998. The National Joint Pitch Council (NJPC) was established by the Horserace
Betting Levy Board to operate the new National Pitch Rules and to run auctions which allowed
bookmakers to purchase positions on Pitch Lists. This system was enforced by the Levy Board, which
made compliance with the National Pitch Rules a condition of the certification of racecourses by the
Board under section 13 of the Betting, Gaming and Lotteries Act 1963.

Certification is being abolished on 1 September as part of our creation of a new, streamlined licensing
system for gambling, and is being replaced with a requirement for racecourses to obtain a premises licence
from the Gambling Commission. However, there is nothing in the Act itself that abolishes the NJPC,
the National Pitch Rules or current Pitch Lists positions. It is not the case that the Act authorises
racecourses to confiscate bookmakers’ on-course pitches and hence their livelihoods, as some have
claimed: no property is changing hands as a result of it. Although the Racecourse Association has taken
advantage of the abolition of certification to announce that existing Pitch Lists will not be recognised
beyond 2012, it remains open for racecourses, individually or collectively, to use this transitional period to
negotiate with bookmakers an alternative arrangement for maintaining their pitch positions beyond 2012.

The Government’s position remains as I explained during the Adjournment debate on this issue on 4
July: the administration of on-course betting should be managed by the racing and betting industries
themselves. I do not believe that it would be right for Government to provide for the continuation of
existing arrangements in this area, or to require the creation of new ones. The Gambling Act 2005 makes
it quite possible for this to be achieved through co-operation between the betting and racing industries.
We recognise that a number of issues arise over the administration of on-course betting after 2012,
including the question of pitch allocation, and we will be doing what we can to help racecourses and
bookmaking bodies to resolve them.

In the interests of promoting negotiation on this issue and at the suggestion of the Bookmakers
Committee, in February we facilitated the setting up of a Working Group to consider the regulation and
administration of racecourses after 1 September. I attach the terms of reference for your information.
The Federation of Racecourse Bookmakers, the National Association of Bookmakers, Bookmakers
Committee, the Racecourse Association and the National Joint Pitch Council are all represented on the
Group, although my Department is not. The Group, which agreed the Terms of Reference at their first
meeting, itself took a decision not to consider the issue of pitch tenure. Nevertheless we are encouraging
racing and betting to address this specific issue separately, and negotiate a satisfactory post-2012
arrangement.

Let me take this opportunity to explain what we are doing to facilitate this. I am presently planning
a series of meetings with racing and betting interests to encourage them to adopt a constructive approach
to negotiations. Then, in the autumn, I will be hoping to bring both sides together in order to secure a
commitment to modernisation from both, and to agree a process for genuine negotiation.

I will write again after the Recess to report on progress. Meanwhile, please be reassured that this
Government is well aware of the importance of this issue in the context of a prosperous horseracing
industry, and that we are determined to do what we can to promote a satisfactory outcome to the present
diYculty.

Terms of Reference of Working Group considering Regulation and Administration of On-
course Betting

1. Tasks

The Working Group will undertake the following tasks.

1.1 Agree a comprehensive list of the current administrative functions of the NJPC that are not
preserved in regulations under the Gambling Act 2005.

1.2 Suggest which of those functions should be preserved in the interests of bookmakers, racecourses
or the public.

1.3 Put forward proposals for the way in which these functions could be carried out.

2. Considerations

In making these proposals, the Working Group will take into account:

2.1 the nature of responsible body or individuals;

2.2 any funding implications;

2.3 structure of relationships between interested parties;

2.4 legal or contractual considerations;
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2.5 local or regional considerations; and

2.6 mechanisms for appeal, or independent arbitration, where appropriate.

The Working Group will also aim to make proposals that:

2.7 achieve a transparent and open system; and

2.8 include clear lines of accountability.

3. Operation

The Working Group will operate in a transparent and open way. It will:

3.1 produce and publish a written record of its meetings and decisions; and

3.2 write to all interested parties (as convened at DCMS on 22 February 2007) setting out its proposals
by the end of April 2007.

Memorandum submitted by the Department for Culture, Media and Sport (DCMS)

Inquiry into On-course Horserace Betting

1. There has recently been considerable Parliamentary interest in the issue of the status of bookmakers’
pitches in racecourse betting areas after 2012. It has been suggested that bookmakers will lose the existing
“tenure” on their pitch list positions as an inadvertent result of the provision in the Gambling Act 2005
which removes the system whereby the Horserace Betting Levy Board issued Certificates of Approval to
racecourses which complied with the National Pitch Rules.

2. As the Committee will know, I clarified the Government’s position on this matter in a Westminster
Hall debate on 4 July this year, and I wrote to all Members with an interest on 25 July. (The Committee
has a copy of this letter.) Nevertheless, I am grateful for this opportunity to seek to bring further clarity to
the debate.

3. Before addressing the specific questions in the Committee’s call for evidence, I would like to set out
the principles that underpin the Government’s position:

— On-course bookmaking is an integral part of the public’s experience of horseracing. That is why,
for example, we have made it a mandatory condition of racecourse premises licences that suitable
areas must be provided for on-course bookmakers to ply their trade.

— Relationships between racecourses and bookmakers should be on commercial terms, wherever
possible. This was made clear in a position paper on the Licensing of Betting Premises published
by DCMS in March 2003 which said that “to maintain to five times charge is also inconsistent with
the general move towards commercial agreements between the betting and racing industries”. The
paper also stated that racecourses and bookmakers would in the future have to negotiate the
charges for entry into the betting area between themselves.

— Modern, mature industries, including the racing and betting industries, should be given the
opportunity to manage their own administrative aVairs wherever possible.

4. These principles underpin our desire to see the two parties—on-course betting and racing—reach a
negotiated settlement as early as possible. With this in mind I am pleased to say that having met both parties
(racing and on-course bookmakers), I have agreed to chair a joint meeting at which these negotiations can
get underway.

5. The Gambling Act focused on the three objectives of keeping crime out of gambling, keeping it fair
and protecting children and vulnerable people. As had been the case with previous legislation, the
Government did not seek to use the Act to intervene in the day-to-day administration of the sector.

6. A consequence of this approach was the discontinuation of the system of Levy Board Certificates of
Approval. The relevant regulatory functions of the Levy Board were transferred to the two regulators, the
Gambling Commission and the local licensing authorities. Administrative conditions attached by the Levy
Board to the Certificates of Approval were not written in to the Act; nor had they appeared in previous
legislation.

7. A central consideration in this matter is whether the Act removes the pitch list system, inadvertently or
otherwise. It is the Government’s view that it does not. Pitch lists grew up as a voluntary agreement between
bookmakers and racecourses over many decades. It was only in relatively recent times (1998) that the
administrative use of Certificates of Approval was introduced by the Levy Board, after disputes between
bookmakers and racecourses had caused the earlier voluntary arrangements to break down. It is an
important point that even when the Levy Board chose to intervene in this way, the pitch list system was not
codified in statute; rather, the Levy Board sought to assist the industry by agreeing to use the Certificate of
Approval system as an enforcement mechanism to bring the two parties together.
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8. A pitch list system operated at racecourses long before Certificates of Approval were introduced with
the 1963 Act, and continued to operate for more than a third of a century after that. The 1963 Act did not
codify such a system, and the Gambling Act 2005 neither codifies it nor abolishes it. It remains open to
bookmakers and racecourses to reach a mutually acceptable settlement that reflects their needs in the way
that commercial partners in all sectors of the economy currently do. The Government will support that
process where it is necessary to do so.

9. There has been considerable discussion about the financial value of the pitch list positions sold at
auction since 1998. The bookmakers and racecourses have diVerent views on this question, which the
Committee may wish to take into account in considering evidence. They also disagree over the question of
whether the pitch list positions bookmakers bought at auction would exist in perpetuity. The bookmakers
believe that they have tenure over these positions (until the racecourse in question ceases to exist). The
racecourses do not believe that this is the case. Again, the Committee may wish to consider these diVerent
positions and the views of the Horserace Betting Levy Board, which was closely involved in setting up the
auction system under the National Joint Pitch Council. However, it is worth noting that the Government
believes that bookmakers were given no indication that they would have security of tenure over their bought
pitch list positions.

10. In conclusion, the Government encourages the racing and betting industries to negotiate a
satisfactory post-2012 arrangement, or indeed a number of arrangements to be implemented as local
conditions require. They have five years to reach agreement, but we believe that constructive discussions
should start without further delay. We understand that the Racecourse Association is prepared to explore
a range of options on a without prejudice basis, and that it plans, after initial meetings with the bookmaker
associations, to provide guidance to member racecourses to assist with their commercial discussions with
bookmakers. There is some evidence that individual racecourses such as Ascot have already begun
negotiations with local bookmakers; bookmakers’ representative organisations now need to follow the
example of these local bookmakers and embark on meaningful discussions with the Racecourse Association.

(i) What the likely eVects would be of allocating on-course betting pitches on a purely commercial basis, as has
been proposed by the Racecourse Association

11. This is likely to depend on the precise nature of the commercial arrangements put in place. However,
the Government’s starting point is that the five times rule is inequitable, with every bookmaker paying a
similar amount regardless of the scale of the business. It also works to prevent racecourses developing new
opportunities to improve the experience for the racegoer. This is why the Government used the Mandatory
and Default Conditions under the Gambling Act to abolish the Five Times Rule in 2012, following a five-
year interim period to allow a suitable commercial relationship between bookmakers and racecourses to be
put in place.

12. As previously stated, we can see no satisfactory long-term alternative to such a commercial
arrangement. However, we do not see an inherent contradiction between a robust commercial arrangement
governing access by bookmakers to a racecourse, and a system for allocating pitches on that racecourse that
reflects the seniority that individual bookmakers might have inherited or acquired. There is no reason why,
with goodwill, good business sense and constructiveness on both sides, a long-term commercial model
should not be found which reflects the advantage of a higher list position (this was suggested by the
Government as early as 2003, in its position paper on the licensing of betting premises). But it is for the
industries working together to identify such a solution, not for Government.

(ii) What indications on security of tenure, if any, were given to those buying positions on bookmakers’ lists in
recent years?

13. No indication was given that there would be security of tenure over positions bought at auction.
Indeed, those buying pitch positions were advised in the National Joint Pitch Council’s pitch auction rules
to exercise due diligence. Paragraph 5 stated: “The Buyer will be deemed to have knowledge of all matters
which he could reasonably have been expected to find out given his knowledge as an Authorised Bookmaker
and the exercise of due diligence.” Paragraph 18 stated: “Authorised bookmakers are advised to be aware
of the full implications of the forthcoming Gambling Act before buying or selling any List Positions.”

(iii) What the role of the Government should be in the process of agreeing on a future framework for allocation
of on-course pitches for bookmakers

14. The main role that the Government can fulfil is in bringing bookmakers and the racing industry
together to negotiate. In this spirit, my Department set up a Working Group as a forum for all interested
parties to discuss and make proposals for the long-term regulation and administration of on-course
bookmaking. Whilst the group has produced imaginative proposals for arrangements for a regulatory
apparatus to replace the National Joint Pitch Council and most of the National Pitch Rules, and has been
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consulting the sector on these, it chose not to consider the issue of pitch list positions. My Department
suggested that the terms of reference of the Group be adjusted specifically to enable discussion of this issue
to take place is necessary, but this was not adopted.

15. The Government remains committed to facilitating discussions between racing and betting. On 8
October 2007 I met both sides individually in order to persuade racing to develop practical options for
discussion, and to persuade bookmakers to meet the RCA in a constructive spirit. I will be chairing a round
table meeting for both sides in the next few weeks and I hope that this will at last produce if not a solution
to the pitch tenure issue, at least a realistic roadmap towards further substantive discussions.

16. This completes the Government’s written submission to the Select Committee. I stand ready to
answer any further questions Committee members may have at the oral evidence session on 13 November.

October 2007

Witnesses: Mr Gerry SutcliVe MP, Parliamentary Under-Secretary of State, Mr David Fitzgerald, Head of
Gambling and National Lottery Licensing Division, and Ms Eleanor van Heyningen, Head of Betting and
Racing Branch, Gambling and National Lottery Licensing Division, Department for Culture, Media and
Sport, gave evidence.

Q114 Chairman: We now move to the final part of
our session. Can I welcome in his first appearance,
but I suspect not his last, before the Committee the
Minister for Sport, Gerry SutcliVe, together with the
Head of the Gambling and National Lottery
Licensing Division at DCMS, David Fitzgerald, and
the Head of the Betting and Racing Branch of the
Gambling and National Lottery Licensing Division
at DCMS, Eleanor van Heyningen. Minister, we
have heard evidence from The Racecourse
Association, the bookmakers and, most recently, the
Levy Board and the National Joint Pitch Council.
All of this seems to have come about as a result of
the passage of the Gambling Act in 2005. Did the
Government intend that the position should change
in the way that it is going to when they proposed this
legislation?
Mr SutcliVe: First of all, Chairman, thank you very
much for the opportunity to give our views to the
Committee. I thank the Committee for dealing with
this matter, which was one of the first issues I dealt
with as the new Minister for Sport and so I took a
great deal of interest in the issue. The Government’s
position on the Gambling Act was that it came to
fruition in 2005 following the Budd Report in 2000
and it was very clearly consulted upon, but it was
never the Government’s intention to get into the
issue that arrived in terms of the deeply held position
of both parties in this matter.

Q115 Chairman: Did they know that this was the
likely consequence?
Mr SutcliVe: As I understand it, the consultation
process for the Gambling Act was quite involved
following the Budd Report and there were a variety
of notifications about what the Government’s
intentions were.

Q116 Chairman: I was the Opposition spokesman
throughout the entire Committee Stage of the
Gambling Act and I do not remember on-course
bookmaking being mentioned once.
Mr Fitzgerald: I think the May 2003 position paper
relating to this subject is absolutely critical in this
respect. The fact that both the FRB and the RCA
have cited the 2003 position paper in support of their
position this morning for me underlines that it

presented a fair summary of the position. What the
paper did was it explained the case for
modernisation of the five times rule and it
acknowledged that this would have ramifications for
the administration of racing and the pitch system in
particular. It argued that it would require a
negotiated commercial agreement between
bookmakers and racecourses to resolve that. It
implied that some pitch system could form part of
the new commercial arrangements and, presciently
given that we are here today, it also recognised that it
would not be easy and plumped for the option which
would allow five years for those commercial
negotiations to take place.

Q117 Chairman: The evidence we received suggested
that the changes which were widely publicised and
were then flagged up to the bookmakers related to
the ending of the five times rule and the extension of
access with potentially new entrants into the betting
ring. It did not concern the security of tenure issue
which everybody believed was not even in dispute.
That is the evidence we were presented with.
Mr Fitzgerald: My colleague, Ms van Heyningen, is
probably better placed than me to answer on that
one. All we can say on the security of tenure issue is
that at no stage has any evidence been presented to
us that it existed. We understand very much the
deeply held views of the FRB and its members that
it did. The changes that were presaged by the 2003
position paper related very much to the regulation of
on-course bookmaking and not to the
administration of it.

Q118 Chairman: You say there was no evidence that
this security of tenure existed. The Horserace
Betting Levy Board, who has just given evidence
before you, is a Government appointed body. As far
as they were concerned, they told us it did exist and
that they had administered all these trades, along
with the National Joint Pitch Council, on the basis
that it was security of tenure in perpetuity.3

3 Note by witness: The Levy Board indicated that its position
remains as described in its written submission.
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Ms van Heyningen: The Levy Board did advise the
Government on horseracing and in the evidence they
gave to you they have been quite clear that at the
time the pitch list position auction system was set up
there was no security of tenure given and that was
our understanding. It is for that reason that that was
not mentioned explicitly in the 2003 paper. It is also
worth noting that the system of pitch list positions
and the allocation of pitch lists is never something
that sat within legislation. It was not codified in the
1963 legislation and is not in the 2005 legislation.
Mr SutcliVe: As you will be aware, having been the
Opposition spokesperson at that time, that there has
been a long history on this issue in terms of 1928 was
the starting point of this system. I was very keen to
get to the heart of the matter very early on. There
was an Adjournment Debate held in Westminster
Hall when I asked a question of my hon friend the
Member for Brighton who raised the issue about
why did people think that that issue of tenure had
been there in perpetuity and as of yet nobody has
proven to me or given me evidence that that ever
existed in terms of being codified.

Q119 Chairman: I suggest you look at the evidence
we have just heard from the National Joint Pitch
Council and the Horserace Betting Levy Board
because as far as they were concerned it was in
perpetuity. They said that the reason it was not made
explicit was because as far as they were concerned it
was not even an issue. The Chairman of the NJPC
said that when he heard the RCA’s position he was
“stunned”.
Mr SutcliVe: Exactly. I have held meetings where I
have tried to get to the bottom of the issue and in
terms of seeking a solution and moving the thing
forward because of the deeply held views that there
have been. It could be argued that the RCA’s letter
in March was not helpful in terms of how the issue
was dealt with. Clearly as we more towards 2012 I
would hope that there is room for compromise and
that the issue of the pitches in its current position can
be looked at in the commercial negotiations.

Q120 Paul Farrelly: Mr Fitzgerald, you said that the
May 2003 consultation paper was critical in this
respect and then you used the word presciently and
I was waiting for a climax and I got an anticlimax
because you used the very weak word “implication”.
You also said there was no evidence presented to the
DCMS that security of tenure existed. Ms van
Heyningen, you also said that there was no
expressed contractual term “security of tenure”, but
if you look to the industry, as a matter of fact,
through custom and practice security of tenure did
exist.
Ms van Heyningen: We understand how seriously
and how strongly held the views are about security
of tenure. Ultimately it is very diYcult for us to come
to an absolute judgment because, as I think Stephen
Atkin said earlier, ultimately that would have to be a
matter for the courts. Although it is a very important
part of this discussion, I think I am right in saying
that we feel the two parties can come to a
compromise agreement, can come to a situation that

they are both happy with without necessarily having
recourse to the courts in that way. We see no reason
why the pitch list system and the new system of
regulation and licensing that was introduced by the
2005 Act are incompatible.

Q121 Paul Farrelly: Minister, should the
Government be more explicit in its consultation
paper?
Mr SutcliVe: Again, talking in terms of retrospect,
clearly we believed that we were and the appropriate
bodies held the information and consulted quite
deeply. Other parts of the Gambling Act certainly
have been extensively consulted upon. I would
support what Eleanor has just said, I think that a
compromise could be reached where seniority is still
recognized but within that discussion around the
commercial framework. Clearly that is one of the
reasons why the five times rule was removed. People
knew that there would have to be discussions on a
commercial basis. Clearly the National Joint Pitch
Council and others did identify that there was a
problem that needed to be sorted out. I hope that it
does not go to the courts. I hope that we can find a
way forward and I have tried to facilitate that
through the meetings that I have had.

Q122 Paul Farrelly: Minister, you have said you did
not envisage that you would be getting into the nitty-
gritty of this between the various parties as your first
job in this position. If this is an unintended
consequence of legislation then the Government can
adopt a hands-oV approach or it can be positively
encouraging for the bodies to reach an agreement.
How heavy are you going to be?
Mr SutcliVe: I think there is an important principle
here that I am trying to establish not just with racing
but with other sports as well. It is a matter for sport
to determine its own future, its own rules and
regulations and it should not be about Government
interfering. Clearly we have an historical role here in
terms of how this is developed and that is why I have
brought the parties together. There are a number of
options that the Government could decide upon, but
I still firmly believe that the best way forward is for
the discussion around the table to come to a
compromise that recognises the deep-seated
position of both parties.

Q123 Mr Sanders: Minister, given the history
between the two parties, should the Government not
have foreseen this when deciding to remove the
enforcement mechanisms?
Mr SutcliVe: The whole purpose of the Gambling
Act was to improve and modernise gambling, which
I think we have done very successfully. It was on the
back of the Budd Report on which there was the
fullest of consultation. This issue about pitches, as I
have said to the Chairman, has been an ongoing
issue for a number of years and has been the subject
of detailed and heated discussions. I am very clear
from the evidence that has been given to me and the
briefings that have been given to me that people were
aware of the problem and I do not see it as any role
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of Government to interfere. At this stage I think the
compromise can be achieved and I would urge all
parties to reach that compromise.
Mr Fitzgerald: I think the 2003 position paper
absolutely recognised that it would be diYcult. In
fact, possibly a masterful understatement, it said
that the new commercial arrangements would be
“likely to be prone to diYculty in the early stages”.
That is why in that 2003 position paper we opted for
the option which would allow five years for those
commercial negotiations to take place.

Q124 Philip Davies: Minister, you said something of
which I heartily approve.
Mr SutcliVe: That is unusual for me!

Q125 Philip Davies: It came as a shock to me too! It
was the principle that the Government should not
intervene. I certainly hope you will pass that on to
many of your ministerial colleagues in lots of areas.
The fact of the matter is that the Government did
intervene, it passed the 2005 Act. The Horserace
Betting Levy Board, which as we have heard is a
Government appointed body, stated in its evidence
to us that “If the Government had intended to
change the lists by way of the 2005 Act, DCMS
would have consulted the Levy Board, the NJPC
and other interested parties about this but it did not
do so and thus clearly did not have this intention.”
It strikes me from the evidence that you have given
that really the issue that the Act was trying to deal
with was the five times rule which everybody is quite
happy to deal with. Given that the Act clearly did
not intend to do this and simply as a consequence of
the Act we are in the position that we are in at the
moment, is it not unacceptable for the Government
to try and wash its hands of the situation? Should it
not actually get involved to sort this out once and
for all?
Mr SutcliVe: I do not think we have been washing
our hands of it. The actions I have taken in these last
few months have been trying to resolve the issue.
That is the area of disagreement. We do not believe
this is a consequence of the Act. We believe that the
notification was there and that representation for all
parties was on the various bodies that led us to this
position. My view is that I will use my oYce to
facilitate a compromise because I think a
compromise can be reached. I am happy to look at
the evidence that the Committee might bring
forward and the recommendations they might give,
but I wholeheartedly believe it is in racing’s own
interests to resolve this and that that can be done.
Ms van Heyningen: There is nothing in the Act which
puts a barrier in place of the pitch list position. There
is nothing in the Act which says the pitch list position
should not or cannot exist in the future. You are
quite right in identifying the five times rule as a
critical change that took place as part of this
legislation, but so too was the change from
certificates of approval to a premises licensing
system. The new premises licensing system is part of
a much larger initiative under the Gambling Act to
rationalise and streamline the licensing of all
gambling premises for the benefit of both the

businesses and the punters and to modernise the
system. We think it is right and proper that on-
course bookmakers should be part of that just as
much as other betting premises, casinos, lotteries
and all the rest of it.

Q126 Philip Davies: Do you take the same view as
the Levy Board and the NJPC that when the trade
began and they were buying these positions in 1999
it was reasonable of them to believe that these
positions were in perpetuity?
Mr SutcliVe: I believe the bookmakers believed that.

Q127 Philip Davies: Do you think that was a
reasonable thing for them to believe?
Mr SutcliVe: I think they believed it. Whether it was
reasonable or not is a matter which ultimately will be
tested in the courts, which I hope is not where we end
up. I believe that they believed that because certainly
that has been the basis of the discussions with me.

Q128 Philip Davies: You do not have a view as to
whether that was a reasonable position?
Mr SutcliVe: I have not had any evidence put to me
that points to that being the position in the legal
framework.

Q129 Philip Davies: Given that you think a
compromise can be reached and should be reached
between the parties, can you give us some indication
of how you see that compromise looking?
Mr SutcliVe: What has happened so far is that I have
held individual meetings with representatives of
both sides and then a very helpful collective meeting
where clearly frustrations did come out, but the
positive sign was that I suggested we more forward
under an independent chair with a view to “parking”
the positions of each side and just seeing if there is
any mileage or any common ground that can be put
forward and I was told by The Racecourse
Association that there were some proposals that
they are prepared to bring to the table and I hope
that is the same on the other side. I would hope those
discussions continue apace and I am happy to
facilitate those discussions and if we can reach
agreement, fine, but clearly in the longer term the
decisions of the Committee will be taken into
account in terms of my overall view about what can
be done. I certainly see the basis for an agreement to
be reached.

Q130 Philip Davies: Something that has been raised
on a number of occasions, not least by the NJPC and
the Levy Board, is the idea that the list positions
continue which, as you made clear, is not precluded
by the Act and was not particularly what the Act was
dealing with, but that commercial arrangements do
take place over the five times rule, which was clearly
what the Act was seeking to deal with. Would you
see that as a fair basis for a compromise?
Mr SutcliVe: It is diYcult for me to say what the
outcome should be because I want the working
group to come together with concrete proposals.
That is a consideration.
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Q131 Chairman: But you would not ensure that that
was the case by, for instance, making it a condition
of the licences that the list positions be respected?
Mr SutcliVe: I think that would defeat my original
intention, which was to extricate the Government if
it were to be involved. The hon Member for Shipley
has said he does not want us to be involved.

Q132 Chairman: So you do not see any involvement
of Government?
Mr SutcliVe: There are parameters where
Government can get involved, but I would not want
at this stage to give any hope that the Government
will take a view. There are other issues in racing that
the Committee will be aware of where agreements
have not been reached. I do not intend it to be the
Government interfering or having to resolve all the
outstanding issues. We are talking about a modern
industry here, an industry where the bookmakers
have a vital role to play as do the racecourses and we
want to see a modern solution.

Q133 Paul Farrelly: I want to ask Philip Davies’
original question about the impact of the Act in a
diVerent way. Is it your opinion, although the Act
does not preclude the list positions carrying on, that
in the absence of the Act The Racecourse
Association would not have been able to tear up—if
that is not too emotive a phrase—the status quo and
move to realising full value from the pitches? Is that
something that was possible before the Act?
Ms van Heyningen: It is hard to take a view about
that. I would not like to take a categorical view
because there are all kinds of diVerent scenarios that
could happen. It seems to me that, as the
bookmakers have already referred to, there would
be scenarios, for instance where a racecourse closed
or the betting areas changed or there was a redesign
of a racecourse, where some of these questions may
have arisen, but I think that is really a matter for the
RCA and the owners of racecourses to consider in
more detail because they know their business in
many ways better than we do.

Q134 Paul Farrelly: It is a pretty straightforward
question. If the new Gambling Act were not there,
was there anything more pre-existing the Act that
would have stopped The Racecourse Association
from changing the terms of trading?
Ms van Heyningen: Perhaps I am misunderstanding
the question. Before the 2005 Act racecourses were
bound by the certificates of approval to allow the
NJPC to administer betting on racecourses. The new
Act changes that situation by introducing premises
licensing in place of certificates of approval.

Q135 Paul Farrelly: So previously The Racecourse
Association was more fettered than subsequently?

Ms van Heyningen: By the certificates of approval.

Q136 Philip Davies: If no agreement can be reached
and we end up with a situation that the bookmakers
fear in that their list positions become worthless
after 2012, do you feel that those bookmakers, who
you have stated yourself bought them in good faith
believing that they had something for life, should be
compensated in some way for the loss of their asset?
Mr SutcliVe: Who by?

Q137 Philip Davies: That is a diVerent question. Do
you think they should be compensated?
Mr SutcliVe: The natural progression is you think
the Government should compensate them.

Q138 Philip Davies: I did not suggest that. You
suggested that.
Mr SutcliVe: Shall we say there are no plans and
there would be no intention to use public money to
compensate the bookmakers.

Q139 Philip Davies: Given that the new Act puts the
negotiating hand in favour of the racecourses, do
you think that if public money cannot be used to
compensate bookmakers then racecourses should
compensate bookmakers?
Mr SutcliVe: I think there should be a modern
agreement between both parties that deal with this
issue which reflects a position where seniority can
still be applied within the particular provisions of the
Act. I hope that the goodwill that I certainly saw at
the last meting can be pursued and both sides can
come together.

Q140 Chairman: It is the case that the passage of the
Gambling Act has led to a situation in which maybe
100 or 150 people are going to lose a huge amount of
money. Do you not think the Government has any
responsibility to address that?
Mr SutcliVe: I think the Government is trying to
address it by creating an environment where
agreements can be reached. I hope that we do not
end up in a position where people—

Q141 Chairman: And if agreement cannot be
reached?
Mr SutcliVe: Clearly we would have to look at that
at that time.
Ms van Heyningen: At the moment the pitch
positions as I understand it are still operating and
bookmakers are still on racecourses all over the
country plying their trade as they were before. There
is no reason to believe that that situation cannot be
maintained to 2012 and beyond.

Q142 Chairman: There is no reason why it cannot be
maintained until 2012. What is in doubt is whether
it can be maintained afterwards.
Ms van Heyningen: As the Minister said, we are
confident that agreement can be reached.
Chairman: I do not think we have any more
questions. Thank you.
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Written evidence
Memorandum submitted by the Association of British Bookmakers (ABB)

1. Introduction

1.1 The Association of British Bookmakers (ABB) is the betting industry’s largest trade body, with
membership, excluding those Licensed Betting OYces (LBOs) operated by the Horserace Totalisator Board,
amounting to almost 87% of British-based units.

1.2 TheABBispleased torespond to theSelectCommittee’s (theCommittee) invitation to submitviewson
the Racecourse Association’s (RCA) stated intention to change the way in which racecourse betting pitches
are allocated and charged for.

1.3 A number of the ABB’s members operate on racecourses, but it is the reliance of the oV-course industry
on the racecourse betting market for starting prices (SPs) that makes the current dispute a matter of great
importance to LBO operators.

1.4 As even small percentage fluctuations in the margins inherent in SPs can have a substantial impact on
LBO profitability, and as the way in which the racecourse market trades is sensitive to racecourse bookmaker
costs, the ABB is concerned that any short-term or short-sighted solution to the disagreement between the
Federation of Racecourse Bookmakers (FRB) and the RCA could render the present starting price system
unviable.

1.5 If this were to happen, it would not simply be a case of market forces taking eVect, for the SP system is
widely supported not only by the oV-course industry itself, but by horseracing’s governing bodies, the media,
the betting public and informed Parliamentarians, such as members of the All Party Racing and Bloodstock
Committee. Ironically, as thechoice andcolourprovided byracecoursebookmakers isan important incentive
to the public to attend race meetings, a weakened betting ring would also be detrimental to the RCA’s
members.

2. The Dispute

2.1 The ABB is aware of the evidence submitted to the Committee by the Federation of Racecourse
Bookmakers (FRB) and agrees with all of the main points therein.

2.2 In particular,weare surprised that theRCAhas chosen to interpret the termsof theGamblingAct2005
inamanner thatwould, if correct, enable racecourses to endtheownershipby racecoursebookmakersofwhat
are commonly known as “picks”; ie the seniority system applied in racecourse betting rings to bookmakers
who have purchased at auction the right to choose which of the trading positions made available by each
racecourse for the purpose of betting they will occupy.

2.3 The ABB understands that this method of allocation, which, until recently, had been administered by
the Horserace Betting Levy Board (HBLB) subsidiary, the National Joint Pitch Council (NJPC), since 1998
does not include the purchase of the land on which the pitches are located, but only the right to occupy pitches
on a numerically descending scale, the highest priced “pick” being the potentially most valuable in terms of
likely trading performance.

2.4 It has been suggested that the ability claimed by the RCA to nullify these ‘picks’ in 2012, at which time
the admission charges levied on racecourse bookmakers will change from the current five times admission
price to a commercial mechanism, arises from a flaw in the drafting of the 2005 Act.

2.5 Having been contributors to and close followers of the progress of the Budd Review, the DCMS paper
ASafeBet forSuccess, and thepassage through Parliamentof theAct itself, theABBdoesnot subscribe to this
view. On the contrary, we believe that the RCA has placed on the provisions of the Act an interpretation that
is diYcult to justify and which, ultimately, would be likely to be overturned in law.

2.6 To this contention we would add that we have seen no evidence to suggest that at on all occasions
“picks” were auctioned, some of them for large sums of money, the parties involved in, or on the periphery of,
such dealings (the bookmaker sellers and purchasers, the NJPC, the HBLB, the RCA and its members)
thought anything other than that the ‘picks’ were being purchased in perpetuity.

2.7 However, even if we are wrong about this and about the ability of the FRB to eventually establish the
legitimacy of their position in Court, we are certain that it was not the intention of either the DCMS or
Parliament that racecourse bookmakers should be deprived of ownership of “picks” that they and everyone
elsebelievedhadbeenpurchasedwithout limitation. Insupportof thisview,weunderstandthatmore thanone
member of the Parliamentary Committee which, under the chairmanship of John Greenway MP, scrutinised
the Gambling Bill, have confirmed that this was not Parliament’s intention.

2.7 We are aware that as the Act was progressing, the NJPC attached a caveat emptor provision to would-
be purchasers of “picks”; but we understand—and this has been confirmed recently by the Chief Executive of
the NJPC—that this warning was solely in relation to the widely recognised fact that the Act provided for the
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five-times rulebeing rescinded in 2012; and thatadditional competitionwas likely to emergeafter 1September
2007 when racecourses secured the right to make any area of their property available for betting without the
approval of the Levy Board, as had hitherto been the case.

2.8 Given this background, the ABB believes that there can be no political, moral or, in all likelihood, legal
reason for the RCA to be allowed to manipulate the intentions of Parliament and that it would be unfortunate
if probablyprotractedand certainly expensive legal actionbecamenecessary.Accordingly,webelieve that the
Minister’s oVer to facilitate discussions between the FBR and the RCA should be accepted.

3. The Way Forward

3.1 When the decision was taken to use the terms of the new Act to transfer the responsibility for the
approval of racecourse betting areas from the HBLB to Local Authorities, it was in the expectation that the
Government would proceed with its decision to abolish the HBLB.

3.2 That decision has, for the moment at least, being reversed and the re-empowerment of the HBLB,
through its subsidiary the NJPC, at least until such times as an equitable solution to the current dispute can be
found, seems to the ABB to be an obvious way forward.

3.3 Dependant on the longer term future of the HBLB, such a step might oVer a permanent solution, but at
worst itwouldpreserve thestatusquountil theprocess theMinisterhasadvocated hasbeen thoroughly tested.

3.4 In the event of a decision to reinstate the HBLB and the NJPC not having been taken before the
Committee reports, we believe that such a recommendation from the Committee would carry significant
weight.

3.5 An alternative, though less preferable than the reintroduction of the HBLB, would be for the
Committee to recommend the appointment of a diVerent body which would have the same task of ensuring
that the rights of racecourse bookmakers are safeguarded. This body might comprise interested parties from
both sidesof thedivide, and also,becauseof the importanceof theSPsystem,arepresentative of theoV-course
betting industry.

3.6 In conclusion, the ABB believes that the Select Committee can play an important role in avoiding a
potential injusticeand,at the sametime,helpprotectamethodofobtainingstartingpriceswhichoVersbetting
oYce customers outstanding value, all of which is plainly in the public interest.

October 2007

Memorandum submitted by John White

1. Introduction

I am an independent racecourse bookmaker, in partnership with my son, who is the fourth generation of
the family in the business. I have been engaged in racecourse bookmaking since 1965, taking over from my
father in 1979. My son joined the business in 1994. In 1980 I was appointed to Tattersalls Committee. This
Committee is the only arbiter recognised for the adjudication of gambling disputes by Law. Its “Rules on
Betting” are accepted by the Gambling Commission and quoted within their conditions of trade.

2. History

Prior to 1998 the allocation of pitches on a racecourse was eVectively “deadmans shoes”. There was never
a question of this allocation being for a period of time, it was accepted by the Bookmakers and the
Racecourse Association. I am sure the Committee will be aware of the changes made in 1998 when the
Horserace Betting Levy Board set up the National Joint Pitch Council. The Chairman of the Levy Board
encouraged bookmakers to invest in the purchase of seniority positions on racecourses by way of auction.
The reason was to inject new blood into the betting rings, which had stagnated under the old regime. It was
never suggested that these purchases would have a time span placed upon them. From the very first auction
back in 1998 many millions of pounds were invested by this new blood. The possibility of recouping this
investment within a short time was impossible; they were bought as a long-term investment, with the
understanding that the pitches could be sold at retirement or death.

3. Personal Position

The system used to allocate positions to existing bookmakers in 1998 aVected me because I had inherited
my positions from my father. It placed me in inferior positions to the positions I originally had on the
bookmaker’s lists. However, the new system allowed the purchase of any position oVered for sale. My son
and I resolved to sell existing positions and purchase better ones when they became available. We were
always, from day one, buying these “picks” on the understanding they were ours to deal and sell as
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appropriate. We used a combination of profits and assistance from our bankers—we are still in debt to them,
to finance these purchases. The purchases were made with my son in mind. He is in his mid thirties. They
were bought for his future in the business. At that time we were never made aware that there would be a “cut
oV” point in these purchases. If any bookmaker had been aware of the Racecourse Association’s proposed
confiscation of the bookmaker’s lists in 2012, the sale prices would have been a fraction of the prices
achieved. The National Joint Pitch Council has received millions of pounds in commission on buying and
selling of “picks”. Indeed, it was this commission that financed the NJPC—they needed this buoyant
market. This market could only have maintained its value if the “picks” were an eVective freehold. Prior to
the RCA announcement in March this year our “picks” had a value on the NJPC tariVs of £300,000, with
a national total estimated at c £100 million. This figure was a “fire sale” amount, however I would estimate
a current value post the announcement of 33% of the tariV figure. This figure will obviously diminish as 2012
approaches. As matters stand, post-2012 we will have a business with no value and we will then be expected
to bid, on a yearly basis for the “picks” we currently hold. The proposal to bid on a yearly basis is in itself
unfair. In any one year a bookmaker can win at a track, yet the following year not generate any profit at
the same track. Our profits are based on the sum total of all the tracks in which we operate, within any one
year. It does not follow that a decent profit is made at all tracks every year. This yearly bidding system could
cause many bookmakers to leave the industry altogether.

I have discussed all the above with my MP, Crispin Blunt. He came to the decision that the proposals by
the RCA were an injustice and spoke on our behalf at the Private Members Debate.

4. Likely Effects of the RCA Proposal

As stated above in Para 3, I fear the likely outcome of the RCA‘s proposal will result in a considerable
number of bookmakers leaving the industry. This is already evident by the racecourse attendances of
bookmakers with low “pick” numbers. It has been very noticeable in the last six months that bookmaker
attendances are in decline, with the exception of the festival meetings.

I can envisage the major bookmaking organisations operating from the best positions on racecourses,
regardless of cost. This will result in the majority of bookmakers operating from positions that will become
unworkable, with the “big battalions” in front of them.

The above scenario will undoubtedly have a detrimental eVect on the Public. There will be far less choice
for the Public and the profit margins will increase in the bookmakers favour oV course, where the major
bookmakers generate their profits.

5. Security of Tenure

As stated we have been actively engaged in improving our racecourse positions for 10 years. In 1998, when
the Horserace Betting Levy Board set up the NJPC, no oYcial told bookmakers that these purchases were
not sine die. There have been at least 50 auctions and many thousands of private sales since 1998—not once
was the subject of a term end mentioned. In fact the National Joint Pitch Council were taking commissions
on sales right up to the day the RCA proposal was announced—despite the fact that two NJPC directors
were RCA appointees. I can safely say that the whole industry was in a state of shock when these proposals
were announced. We could not believe any fair minded trade association could treat a body of people so
badly. We do not believe it was the intention of the Government for this to happen.

6. Government Role for the Future

The Gambling Commission was set up when the decision was made to wind up the Horserace Betting
Levy Board in 2009. The legislation was drawn up with the expectation that the HBLB would cease to exist.
In addition the “five times” rule was placed within the Act to protect racecourse bookmakers from excessive
charges prior to 2012. The Levy Board has the power to approve designated betting areas, which, in eVect
recognises the “pick” lists. The Gambling Commission gave this authority to local councils, eVectively
removing that recognition. However, as the Levy Board is now to continue, it would seem appropriate to
give the licensing of betting areas back to the HBLB. Would this not remove the threat placed upon
bookmakers by the RCA?

The “five times” rule will cease in 2012. I believe bookmakers do expect to pay more per day for the right
to bet at a racecourse. However, this amount has to be a reasonable sum to allow a bookmaker to trade
profitably. If the RCA imposes a swingeing increase in the daily “rent” a scenario as proposed in Para 4 will
undoubtedly happen.

I do not believe it was the Government’s intention to place us in this position. The “picks”, bought at
auctions, which were set up through the good oYces of a Government body, The Horserace Betting Levy
Board, were considered by be in perpetuity. There was a promise of a comfortable retirement or a passing
on to the next generation. If this outrageous proposal of the RCA‘s is allowed to take place it will be a
travesty of justice.

October 2007
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Memorandum submitted by David Neville Porter

1. I am a bookmaker, as I have been all my working life. I am now aged 48. I live with my wife, Coreen,
in County Durham.

2. I left school at 16 and then went to college where I obtained ONC/HNC qualifications in business
studies.

3. I was always interested in racing. I can remember as a small boy first going to a dog track. Later I
started going to racecourses. As I got older, I travelled further afield.

4. In about I979, at the age of 20, 1 obtained my bookmakers permit. I became a bookmaker around the
local greyhound stadiums. The seniority position was then in place which meant that I had to wait to receive
even a back line pitch which was generally unprofitable, but I was prepared to try to work my way up from
the bottom and so I took whatever I could. I was reliant on the income from greyhound racing because I
was not in a position to make any worthwhile living on the racecourse.

5. In order to try and improve our income, my wife and I managed to acquire a pub in Bishop Auckland.
We worked hard, refurbishing the property and building up trade. We then sold it and used the proceeds to
acquire a greyhound stadium for the then very substantial sum of £150,000. I continue with that business
until 1985 when I sold it for £260,000 before Capital Gains Tax. From about 1989 l had also owned and
operated holiday and rental properties and had bought properties for refurbishment and resale.

6. In 1998 the seniority position, which had existed since long before I came into the business, finally
ended following the adoption and implementation of the recommendations in the Sparrow Report. At last
I had the opportunity to invest in building up a worthwhile bookmaking business. My wife and I agreed to
dispose of our properties and to buy pitches. In 1998 we invested £100,000 into the business by buying
pitches and upgrading our pitch positions as and when better ones became available.

7. At no stage did I believe that security of tenure was or could ever be an issue. Looking back now, I
still cannot detect anything from which I might have been expected to query the position. As put forward
to the racing industry, the future position about the acquisition of pitches was clear. Everybody acted on
the same basis. I saw a video produced by Sir John Sparrow, I attended meetings with the NJPC (roadshows)
and at each and every meeting it was obvious that pitches were bought and sold in perpetuity.

8. Because of the changes to the possibility of building up an on-course business post-Sparrow, I decided
to try and develop my business in a new way. I sought professional advice and it was suggested that I should
consider floating my business as a company with an AIM listing. I formally instructed SVS Securities to
advise me. With their help and guidance, Neville Porter plc was floated on AIM with a capitalisation of £3.26
million. The pitches were valued at £1.095 million; this formed the majority of the Company’s asset value.
This happened on 28 February 2007, two weeks before the RCA letter of 14 March. As a consequence, the
share price has fallen considerably.

9. With this submission, I produce a copy of the AIM placing document and a list of the current
shareholders who bought their shares on the basis of the Company’s prospects as so carefully outlined in
the placing document. These documents are marked, respectively, Annexe 1 and 2.1

10. I was struck by the care and caution exercised by the professional advisers to the issue when they were
carrying out due diligence. At no stage did it occur to anyone that there might be a problem about pitch
valuation because of any uncertainty over security of tenure. Had there been, it would have had to be
disclosed and I very much doubt whether the issue would have proceeded at all.

11. I have worked very hard to build up my business. 1 am proud of what I have achieved for my family
and for all the investors who backed the future prospects of the business. I do not consider any of my
business decisions to have been other than cautious and based on the most reliable evidence and advice
available.

12. I have read the submissions to be lodged by FRB. I agree with them. If security of pitch tenure really
is in jeopardy, so is my business. I am more than willing to give evidence to the Select Committee to explain
why I believe that I bought what I paid for, namely pitches in perpetuity.

October 2007

Memorandum submitted by Glen Paul Shackleton

1. I live in Bradford with my wife and 13-year-old daughter. l am 35-years-old.

2. After leaving school, I went into the family business in the licensed trade. We had various pubs and,
ultimately, the freehold of The Bank House in Pudsey, Leeds. We built the turnover there up to £10,000 per
week as a result of which Newcastle Brewery made my parents a substantial oVer which they accepted.

1 Not printed.
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3. My wife and I wanted to try something else. l had always been very interested in racing and I discussed
the possibility of becoming a bookmaker with Derek Woods, a friend of my parents. Derek had been a
bookmaker for about 25 years and we decided to go into business together. I applied for and obtained a
permit and I gave Derek £20,000 to invest in pitches. Unfortunately, we did not have any senior pitches and
it soon became clear that our business could not sustain both of us. I decided to set up on my own.

4. I set up GP Racing on 1 April 2006. When I left Derek my capital investment of £20,000 was repaid.
That investment had been from my own resources. However, when I set up GP Racing I knew I would have
to have further and better pitches to maintain a suYcient income, I bad to look for further finance. My father
lent me £150,000 and I and my wife remortgaged our house to raise a further £20,000. I used much of this
money to acquire extra pitches.

5. Before I had started in the business with Derek Wood, I read the trade newspapers and attended pitch
auctions. At the auctions there was constant encouragement and reassurance coming from the NJPC. In
particular I remember NJPC auctioneers stressing that pitches were an excellent investment in that they were
in perpetuity and could be bought and sold without restriction. My father made the loan on the basis that
he worked part time in the business and his money was safely invested in pitches. I believed I was securing
a long term future for myself and my wife based on hard work and sensible investment.

6. If I had thought there might be a question mark raised about the security of pitch tenure, I would not
have gone into the business at alI. My father may have put his retirement at risk because of the loan which
had previously been safely invested. I feel under terrible pressure. My house is also at risk. l had no indication
of this potential bombshell before about April 2007 when I was alerted to the position apparently adopted
by the RCA.

7. I have read the submissions to be lodged by FRB and I agree with them. I am willing to attend and
give evidence to the Select Committee if required.

October 2007

Mdemorandum submitted by GeoVrey Banks

1. I have been a bookmaker all my working life. I am now aged 42 and live in Berkshire.

2. My late father, John Banks, was a successful bookmaker and a former Chairman of the Rails
Bookmakers Association. He had numerous pitches and prior to his death in December 2002, he made a
gift of those pitches to me. The Inland Revenue wrote to the solicitors acting on behalf of the executors of
my late father’s estate on 9 November 2005 confirming the pitches I had received were deemed to be a gift.

3. In light of that gift my father made no other provision for me in his Will. He was a man of considerable
wealth. Accordingly, his estate vested solely in my sisters and my step mother. At no time was it ever
considered that the tenure of the pitches was going to be the subject of challenge. Indeed, the terms of the
Sparrow Report and the subsequent conduct of the sale of pitches through the NJPC made it clear that the
pitches were assets to be bought and sold freely on the open market.

4. In the early part of 2007 my pitches were valued by the NJPC at £270,000. That was the figure taken
in account as my major asset base when my solicitors entered into discussions for financial settlement with
my former wife’s representatives. Taking into account the value of those pitches (which included inherited
pitches) I agreed to accept a capital sum of only £50,000 on the sale of the former matrimonial home. My
former wife receiving £320,000 and a generous maintenance payment. I entered into the Consent Order
believing, as did all other bookmakers, that their pitches were secure and valuable assets. If I had any reason
to believe to the contrary I would have negotiated a far diVerent settlement. At annexe 1 of this submission
are the letter from the Inland Revenue, a list of my pitches and the Consent Order. My understanding of
the tax treatment of pitches is confirmed by the report of Grant Thornton obtained by the Federation of
Racecourse Bookmakers and is produced at annexe 2 of this submission.2

5. The financial settlement was agreed before the RCA announcement in March 2007. Since 1998 pitches
could be freely bought and sold and I constantly invested in pitches upgrading my position on a series of
racecourses. I would not have done so had there been any suggestion that the tenure would be challenged.
Until this matter is clarified in accordance with everyone’s understanding that the tenures are secure, I fear
not only for my business but for my ability to make the maintenance payments to my wife and children. I
know that other bookmakers are in similar positions and have been depressed by the threat to their
livelihood and the profession in which we have spent our entire working lives.

6. The RCA’s position is in my view untenable. They took part, as I well know from my father, in
discussions regarding tenure and agreed the new system that was introduced. They benefited from pitch
sales. They have only queried the matter now.

7. If given the opportunity, I would like to give evidence before the Select Committee.

October 2007

2 Not printed.
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Memorandum submitted by Michael Martin Campbell

1. I am divorced and live with my partner. I have a daughter aged 14 years who lives with me.

2. I was born and brought up in Ballymena, Northern Ireland. On leaving school I attended University
of East London, graduating with a degree in psychology. I then went to work in the City of London.

3. I worked in the City trading financial options. I started trading in options first with a Dutch
company in December 1988. I stayed with them until 1993 when I set up business on my own account,
trading options in German government bonds, Italian bonds, UK gilts and UK short Sterling futures.

4. In 2000 I accepted an approach from BP to become their UK gas and electricity options trader. I
continued in that position until October 2004.

5. I have had a lifelong interest in horseracing. I learnt of the opportunity to acquire racecourse pitches
in 1999. I considered combining my lifelong love and hobby, racing, with a job. I read the press articles
at the time and made extensive enquiries as to how the system of pitch sales took place and how pitch
rights were acquired and what rights a purchaser would acquire. Inter alia, I telephoned the NJPC and
had a lengthy conversation with one of their oYcials He told me that it was now possible to buy and
sell pitches. When I asked why this power had not been there before, he said it had only recently been
decided on and approved by the Horse Race Betting Levy Board, together with the Racecourse Owners
Association and the Bookmakers’ representatives and it was now possible to buy and sell pitches. When
I asked why this power had not been there before, he said it had only recently been approved and that
it had come about as a result of a Levy Board Directive. Obviously, that statement gave me complete
assurance, in light of the high reputation of the Levy Board and the fact that it was the statutory body
established by Parliament with overall responsibility for racing and licensing race-tracks.

6. I was led to understand that the NJPC was a company guaranteed by the Levy Board and the
arrangements over pitches had been set up so that they were self-financing since the auctions provided
considerable income. I was also led to understand that the arrangements imposed and/or agreed between
the Levy Board and the Racecourse Owners Association meant that the pitch rights which one could
buy and sell through the NJPC for any particular racecourse were rights which would continue in
perpetuity (unless a race course was closed down). There was no indication from anyone on the part of
the NJPC that the rights could be done away with or rendered valueless at any time in the future by
any of the parties which had set up the new pitch arrangements or by the Government which had
legislated that horserace betting would be regulated by the Levy Board.

7. I also understood that the system was regulated by the requirement in the Certificate of Approval
issued by the Levy Board to each racecourse owner that they had to operate the NJPC’s Pitch Rules.
The Pitch Rules were central to the system by which on-course book-makers could operate at any
race-meeting.

8. I wanted to see how the process worked. I went to pitch auctions. The first I attended was at the
Marriot Hotel, Waltham Abbey and, later, the Marriot Hotel, Bristol. The system seemed to be
straightforward, there was open bidding for the pitches. I looked at the prices for which they were being
sold to give me some guide as to the amount I should oVer should I decide to buy. The prices were
substantial, but that reflected the fact that the rights being sold were perpetual ones and could be traded
on to third parties at any time through the NJPC’s detailed Pitch Rules.

9. I then checked the figures produced by a bookmaker, Steven Little, He had been a licensed
bookmaker and had a list of all the pitches bought and sold at every auction.

10. I decided to buy pitches and acquired pitches for the Cheltenham Festival and Aintree. The
purchase price for the two pitches was some £53,000 in 1999. I took monies out of my SIPP to deal with
the acquisition of the pitches to begin this new venture. For that purpose I formed Paddy Campbell
Racing Ltd. I continue to trade through Paddy Campbell Racing Ltd.

11. Obviously, after making proper inquiries and satisfying myself regarding the pitch rights which I
would be buying, and before buying any pitch rights, I determined to become a bookmaker. The process
took up some six months during 1999. I had to submit my application and experience and then appear
before the NJPC for them to determine whether I was a fit and proper person.

12. To start with I worked part-time as a bookmaker by combining my work as the options trader
for BP. My initial years were very successful and in 2004 I decided to become a full time bookmaker,
which obviously meant a complete change of lifestyle. By that time, I was tired of the City and its stress
and the travel which I had to do. My bookmaking business had done reasonably well and by 2004 I felt
able to work full time, although the financial rewards were going to be significantly less than if I had
continued in the City.

13. I would not have taken up bookmaking full time unless I had been led to believe that, by virtue
of the pitch arrangements put in place by the Levy Board, the RCA and NJPC, I would achieve a
reasonable standard of living for my family and would be able to enjoy the benefits of the pitches which
I had acquired at considerable cost.
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14. Between 1999 and 2004 I built up the number of pitches to ensure I would be able to go into
racing full time. The pitches I currently own are on the attached list, marked “A”.3 I have sold some
of the original pitches. I had, such as the one at Cheltenham, to improve my position overall. I had
largely established the pitches that Paddy Campbell Racing Ltd owned by 2004, but there has been some
fine tuning since then.

15. At no stage before I became a fulltime racecourse bookmaker was there any Press or other coverage
which could have led me to the view that it was possible that my security of tenure of the pitch rights
would be attacked. If that had been a possibility, I would not have risked my money on an uncertain
future.

16. When the RCA made their announcement in the Spring 2007 that they regarded security of tenure
as lasting until only 2012, there was considerable alarm among the racecourse bookmakers whom I know.
Pitches that I had wanted to acquire for some time, but were too expensive, suddenly become available.
I believed the position would be resolved very quickly because I believed that we had perpetual rights,
safeguarded by the Levy Board and the NJPC. I bought two pitches at well below the normal market
price, because of the collapse in the prices achieved at auction, One of those pitches is at Newmarket
Rowley Mil, which I bought for £30,000 (it should have been worth at least £50,000). I had been trying
to buy it for two years prior to the RCA announcement. I also acquired a pitch at Newmarket July
Course at a fraction of its previous value.

17. I consider now that it would be foolhardy for anyone to invest further money in acquiring pitches,
in the current uncertainty and the threat that the pitches may almost be valueless. Together with my
initial investment from my SIPP, I have invested about £525,000 in purchasing pitch rights.

18. The attached list marked “A” sets out the acquisition price for the pitches. There is also attached
a list marked “B” with letters from the auction manager of the NJPC confirming the identify of the
Vendor/Buyer and the list position acquired.4

19. The NJPC have currently marked down the price of pitches by some 50%. Therefore the value of
my pitches, acquired for about £525,,000, is now, on the NJPC’s calculation, no more than some £265,000.
That figure, however, is now a completely theoretical one and is not realistic, since there is now no real
market left for selling pitches. If I had an urgent need to sell those pitches to meet financial demands
of my family, I would get only a small percentage of my investment back.

20. I acquired the pitches from my earnings and pension in the complete and fair expectation that I
would be able to buy and sell those pitches freely, on the open market at auction in accordance with
the Pitch Rules. I had made careful and proper inquiries before I became a book-maker and before buying
any pitch rights. I feel very aggrieved that the Government’s decision through the Gambling Act 2005
to change the body which grants racecourse licences, so that they are now granted by local authorities,
has not also expressly included a scheme which ensures that my valuable rights (along with other book-
makers) are preserved. The basis of such a scheme has to be the Pitch Rules and all the other elements
which make it possible for the Rules to continue to be operated fairly as between the on-course book-
makers and the racecourse owners. That can be achieved by direct legislation or by requiring the
Gambling Commission to issue a directive to the local authorities that they must include such a proviso
in each licence (coupled with a maximum sum which the owners can charge me for using my pitch rights).
I would ask the Select Committee to bear in mind that I am currently obliged under the Pitch Rules to
make use of my pitch rights for each meeting or face a penalty: the purpose of this is to ensure that the
independent bookmakers (like me) who have pitch rights at a particular meeting, do provide their service
in the Bookmakers’ Ring as they have agreed to do when they acquired those rights.

21. This change brought about by the Gambling Act omits all the elements which make the existing
system work fairly as between bookmakers, racecourse owners and the public. It has now unfairly resulted
in the RCA seizing the opportunity to try to bring to an end their part of the arrangements even though
the pitch rights which I purchased were supposed to be perpetual rights. The members of the RCA,
knowing that I and other bookmakers were acquiring these perpetual rights at auction and for which
we were paying considerable sums and knowing that we were bound by the Pitch Rules, earn a
considerable income from all the public who pay to attend their race-meetings and expect to find small
independent bookmakers like me in the Bookmakers’ Ring at every meeting.

22. That leads me to a further point; not only did I (in common with other bookmakers) have a
legitimate expectation that our rights would continue on the same basis for all time (unless all pitch
holders agreed to changes or the racetrack closed down), but also our expectation was deliberately
brought about by the relevant statutory body, the Levy Board, acting both directly as well as indirectly
through the NJPC and acting in combination with the RCA.

23, Unless Parliament legislates, or the Government undertakes, to continue the Pitch Rules system
(with a maximum fee which can be charged to bookmakers by the racecourse owners) I am going to be
deprived of the enjoyment of my property rights without any form of compensation being oVered to me.
I do not believe that that is fair or just, or indeed lawful.

3 Not printed.
4 Not printed.
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24. I should add that I appreciate that the Select Committee is concerned with the steps which
Parliament and/ or the Government should take to protect the interests of both book-makers and the
public. I trust that these matters will be properly and fairly considered. I do, however, want to make
clear that I necessarily am reserving my right to seek compensation either from the Government and/
or from the members of the RCA, if I need to do so.

25. I am aware that submissions will be made by others about the public interest in retaining the Pitch
Rules, the existing system of transferring pitch rights and the regulator’s control over the entry fees which
racecourse bookmakers have to pay to attend at each race-meeting. I strongly believe that the small
independent bookmarkers like me have a very important role to play both by our presence at each race-
meeting and in order to protect the public from being disadvantaged by the removal of our competition
at race-meetings. Without the Pitch Rules and a maximum fee which can be charged to us for attending
the meetings (as we are obliged to do under the Pitch Rules), we would never be able to compete at
meetings against the book-makers who operate nationally or a Tote operated by the racecourse and we
would not be able to provide the public with a service which they clearly appreciate from independent
on-course bookmakers like me. I understand from my solicitors that the provision of this service was
central to the Sparrow recommendations. Bookmakers like me provide it; the racing public plainly want
and deserve it.

26. I mean to attend before the Select Committee and am willing to give evidence.

October 2007

Memorandum submitted by John Stevenson

1. Introduction

1.1 I have been involved in bookmaking politics for the last 22 years, being Chairman of the National
Association of Bookmakers (NAB) and a Director of the National Joint Pitch Council (NJPC) in the
period 1998–2004; a founder member and Director of the Federation of Bookmakers in the period
2002–07 and I am currently a member of the Bookmakers’ Committee.

1.2 As a consequence of the above I feel uniquely qualified to contribute to the above inquiry.

1.3 The partnership between the NAB and the Racecourse Association (RCA) with respect to the pitch
rules, which recognised the bookmaker lists and hence tenure, was given formal recognition in 1958 by
the Fergusson Agreement. This recognised seniority and the transfer of seniority, which was expanded
in 1998 by the establishment of the NJPC.

1.4 The bookmaker lists have been recognised by, and conferred benefits upon, all interested parties
in the past including bookmakers, the RCA and individual racecourses, all of which have understood
that it gave bookmakers the right to operate their pitches in perpetuity within known parameters.

1.5 Since 1998 these positions have been traded in the market on the basis of the above understanding
and approximately £100 million pounds have been paid for them.

1.6 On 14 March 2007 the RCA unilaterally stated that from 1 September 2012 they would no longer
recognise bookmaker lists, thereby eVectively confiscating the pitch assets of bookmakers.

1.7 The rationale upon which this decision was taken was that the Gambling Act 2005 abolished the
basis upon which the bookmaker lists were recognised, namely the Certificate of Approval, but did not
provide an alternative mechanism to ensure tenure.

1.8 Since the confiscation of pitches cannot have been intended by Parliament bookmakers are asking
the Government to re-introduce a mechanism whereby list positions are recognised and the ability to
trade positions is confirmed.

1.9 In view of the position taken by the RCA it would seem appropriate that this response should
initially concentrate on the second term of reference.

2. What Indications on Security of Tenure, If Any, were given to Those Buying Positions on
Bookmaker Lists in Recent Years?

2.1 Under the Fergusson Agreement a national system of pitch administration was delegated to the
NAB by the Jockey Club and the RCA. Any alteration in the pitch rules had to be approved by the
RCA. These rules were described by the RCA as being “designed to avoid disturbance and uncertainty
on the course”.

2.2 In 1997 the RCA served notice that they intended to end the Fergusson Agreement on the grounds
that they wished to modernise the ring to improve customer service.

2.3 To achieve this objective a Sub-Committee was appointed by the Horserace Betting Levy Board
(HBLB) under the Chairmanship of Sir John Sparrow, which reported in 1998.
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2.4 At no point in the period 1958–1998 did the RCA question or challenge the tenure of bookmakers
that had evolved in a transparent and orderly fashion.

2.5 Prior to the Sparrow Report the only way pitches could be transferred was between members of
the same family.

2.6 The main thrust of the Sparrow Report modernisation plan was to replace the NAB as pitch
administrator, with the NJPC, which consisted of three independent Directors, two RCA representatives
and two bookmaker representatives, and to introduce a pitch seniority exchange system which facilitated
the buying and selling of pitches.

2.7 The Sparrow Committee gathered evidence from all interested parties on the administration of
betting rings including the RCA which did not disagree with the main philosophy that the seniority system
had worked well and should be retained. In addition the RCA proposed that seniority should be capable
of being transferred on an open market basis. There was no indication in the RCA evidence to the
Sparrow Committee that ownership of a position on the bookmaker lists was only for a limited period.

2.8 The Sparrow Report did nothing to dispel the expectation of bookmakers that the purchase of
seniority positions was not in perpetuity other than if the racecourse ceased to trade.

2.9 In the catalogue of pitches for sale at the first auction held at Sandown on 13th December 1998,
or at any subsequent auction up to February 2007, there was not a scintilla of indication that purchases
were not in perpetuity.

2.10 At no stage in the deliberations of the Sparrow Committee or in the subsequent Judicial Review
into the legality of it’s recommendations did the RCA raise the possibility of the bookmaker lists having
a shelf life.

2.11 At no point in the NJPC monthly meetings held between October 1998 and April 2007 did the
RCA representatives raise the possibility that the bookmaker lists could be confiscated as a consequence
of changes in the gambling laws or the Gambling Act 2005.

2.12 In conclusion, from the outset of the new administration system in October 1998 both the HBLB
and the NJPC encouraged bookmakers to purchase pitches in the firm belief that such purchases were
in perpetuity and were part of the modernisation process.

2.13 This belief was enhanced by the fact that the RCA was represented on both the HBLB and the
NJPC as well as at the local level at each racecourse.

3. What the Likely Effects will be of Allocating On-course Betting Pitches on a Purely
Commercial Basis as has been Proposed by the RCA

3.1 The Budd Review of the gambling laws, which was published in 2001, reported that the Five Times
Rule(*) should be abolished and replaced by a commercial mechanism for determining daily pitch fees
to be paid by on-course bookmakers.

3.2 The Budd Review also recommended that the Certificate of Approval undertaken by the HBLB
should be retained and parked with the Gambling Commission. Together with the Five Times Rule the
Certificate of Approval process guaranteed the continuation of the bookmaker lists.

3.3 It is the abolition of the Five Times Rule, which bookmakers accept, plus the failure of the
Gambling Act to recommend the continuation of the Certificate of Approval process that has enabled
the RCA to interpret the Act as enabling racecourses to confiscate ring lists and hence the businesses of
existing racecourse bookmakers.

3.4 One certain impact of the confiscation of pitches is that bookmakers and their families will face
serious economic hardship. Many bookmakers have borrowed substantial funds to purchase pitches, often
by using their property as collateral, or have used savings in the expectation of having purchased a career
as promoted by the HBLB. The sums involved for individuals range from tens of thousands to a million
pounds, and in total a sum of £100 million pounds will be lost.

3.5 The RCA has stated that it will be prepared to sell or lease the pitches they have confiscated to
existing bookmakers.

3.6 It is possible that the main bidders for these positions could be powerful plc’s with the potential
for monopolistic tendencies to act against the interests of the public.

4. What the Role of the Government Should be in the Process for Agreeing on a Future
Framework for Allocation of On-course Pitches for Bookmakers

4.1 The Government should determine whether it was the intention of Parliament that the Gambling
Act should enable the RCA to confiscate bookmaker pitches.

4.2 It is unlikely that the intention was that bookmakers should have their pitches confiscated when
they were purchased under the strong expectation that the deal was in perpetuity.
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4.3 The Government should facilitate the retention of the Certificate of Approval role in a reduced
capacity to ensure the retention of the bookmaker lists.

4.4 The Certificate of Approval role could continue to be parked with the HBLB or alternatively with
the Gambling Commission as recommended by the Budd Review.

5. Conclusions

5.1 I believe that the Gambling Act does not reflect accurately the intentions of Parliament with respect
to it’s impact on racecourse bookmakers.

5.2 It would appear that a serious ommission in the Act, namely the safeguarding of the bookmaker
lists, has enabled the RCA to propose the confiscation of bookmaker pitches.

5.3 This omission could be rectified by amendment to the Act to enable the retention of a form of
Certificate of Approval mechanism designed to preserve the bookmaker lists.

5.4 Such a decision would pave the way for commercial negotiations to take place with the RCA to
deal with the replacement of the Five Times Rule and other commercial issues concerning the creation
of new betting areas.
(*) This is the amount by which racecourses can charge bookmakers for their daily pitch fee, which is
determined on five times the admittance price for the public.

October 2007

Memorandum submitted by David Agnew and Seabay Corporation Ltd

My Background

1. I am 43-years-old. I live with a partner and we have three children, My address is in Sussex.

2. I am an independent authorized bookmaker and, with a partner, Alan Pook, I carry on an on-
course betting business through a company called Seabay Corporation Limited (“Seabay”). I retired from
the police-force in February 2002 after 15 years’ service. I retired at that time, because I have had a
lifetime interest in horse racing and I had decided that I wanted to change my lifestyle and so I decided
to become an on-course bookmaker. Through Seabay, Alan and I acquired a number of pitches by private
sales and at the NJPC’s auctions at various meetings at a number of diVerent racecourses in England
and Scotland. I contributed my share of the purchase costs of these pitches using all my own assets and
by borrowing money from my family.

3. My sole income comes from my bookmaking activity. Like many ordinary people, I have personal
financial commitments including a substantial mortgage. I have no significant assets apart from my home
and my shares in Seabay.

The Purchase of Our Pitches

4. Before starting out as a bookmaker and purchasing any pitches, I made careful inquiries in various
quarters (including speaking to the National Joint Pitch Council (“NJPC”)) as to what we would be
buying and how the whole system of on-course bookmakers’ pitches worked. As a result of those
inquiries, my clear understanding was that, firstly, the pitch rights were perpetual rights for particular
meetings operated by each racecourse owner. They were very valuable rights and the prices at auction
represented their full open market value.

5. Secondly, the whole pitch structure operated by means of an extensive set of rules and regulations
called the Joint Pitch Rules which were enforced by the NJPC on behalf of everyone directly involved
in the management of horse-race betting at racetracks (ie the licensing authority, the Horserace Betting
Levy Board, the racecourse-owners and the on-course book-makers). The racecourses were all required
to adhere to the Pitch Rules as a condition of their certificates of approval issued by the Levy Board.
This is a statutory body, created by Parliament, and I understood that this body, acting on behalf of
the Government, was eVectively guaranteeing that the racecourse owners could not unilaterally do away
with the structure or scheme. (It should be noted that I do not accept that this is a course which is open
to them now in any event, given that they were party to the creation of the 1998 structure and have
stood by and allowed perpetual pitch rights at their racetracks to be sold at auction).



Processed: 18-01-2008 14:25:42 Page Layout: COENEW [O] PPSysB Job: 384490 Unit: PAG2

Culture, Media and Sport Committee: Evidence Ev 81

6. Thirdly, I understood that the racecourse owners earned their income relating to pitch-owners in
two ways. Firstly, as an integral part of the “structure” they have a direct income through the statutory
maximum entry charge to bookmakers to be able to use his pitch-rights on each racing day. By the time
that I started to buy pitch rights, the statutory Five Times Rule had been in force for 40 years at least
(and probably for much longer than that), In addition, they earn a substantial income from the gate-
charges paid by the race-going public. I believe that it is very important for the Select Committee to
appreciate that the presence and activity of on-course bookmakers is a very significant “draw” to bringing
in members of the public and getting them to come to the racecourse instead of staying at home.

7. Fourthly, the pitches or pitch rights have a significant commercial value as between bookmakers
which depend upon all the other elements being in place. For instance, if they had no significant value,
there would be nothing for the NJPC to auction and thus there would be no source of the income which
made the NJPC self-financing. I understood the NJPC to be an entity operating with the Government’s
approval and with its support: it is a company which does not have shareholders, instead is guaranteed
by the Levy Board.

8. From my point of view, through Seabay I was acquiring valuable property or property rights which
were not terminable (ie they were perpetual) except in the case where a racecourse ceased any longer to
operate race-meetings. The purchase of these rights represented a sound and conservative investment. I
was given no reason at all to think that the structure, to which everyone (ie statutory licensing authority,
racecourse owners and on-course bookmakers) had subscribed could or might be changed.

9. It seemed to me to be a structure which worked very eVectively, at no cost to the public or the
race-course owners and which ensured that there would always be an eVective competitive market for
placing bets oVered to the public at any racemeeting.

10. Since my original purchase of pitches, I have learned that the NJPC structure was set up in 1998
after long discussions between all the interests involved in on-course horserace betting and following a
report called the Sparrow Report. All these relevant interests combined and agreed on a structure,
approved at the governmental level through the Levy Board,5 by which perpetual pitch rights could be
sold transparently and in a way which generated enough income to support all the activities of the NJPC
both at a national level and also all its supervisory activities at each race-meeting.

11. I would ask the Committee particularly to note that the independent role of the NJPC under the
Pitch Rules is of enormous benefit to the public since (a) the NJPC is designed to operate independently
of any particular interest group and regulates the day-to-day activity of bookmakers at the racecourse
level so that the racecourses themselves are not involved at all in managing or supervising the activity
of bookmakers in the bookmakers’ ring; (b) the Rules ensure that there will always be a number of
independent small bookmakers oVering their services to the public at any race-meeting; (c) the NJPC
resolves disputes between race-goers and the bookmakers; (d) the NJPC provides a system for ensuring
that no winning punter can be left unpaid, and so on.

My Personal Interest

12. I invested most of my assets in the belief and understanding that my property rights were going
to be in place in perpetuity. Taken together, they were very valuable rights and were readily saleable in
an open and transparent market. I bought them in the legitimate expectation that the structure, which
had been carefully put in place, after much consideration, by the Government’s regulator and with the
agreement of all the parties in horseracing industry who were involved, including the racecourse owners
through the RCA.

13. The Gambling Act 2005 (a) has changed the licensing system so that local authorities now are the
licensing authority for each separate racecourse and (b) does not contain any requirement that the local
authorities are to impose the same requirements as the Levy Board had done, so as to ensure the retention
of the existing structure. In addition, (c) the Act abolished the Five Times Rule without replacing it with
any kind of maximum fee which may be levied by the racecourses upon on-course bookmakers who want
to use their pitch rights. It is hardly surprising, therefore, that, as soon as they could, the RCA decided
to further undermine the entire present structure by announcing that they did not intend to honour
existing current pitch rights beyond 2012. The eVect is that they would acquire the value of my existing
pitches for nothing at that time.

14. I could no doubt continue working as a bookmaker up to 2012, but the value of the pitch rights,
which are my principal assets (through my shares in Seabay), have, for the time being, been reduced to
a small fraction of their previous value. I believe that, in this respect, I am in the same position as almost
every other small, independent on-course bookmaker.

5 Obviously, if the Government had disapproved in 1998, it would have made sure that the NJPC structure was never given
the go-ahead and implemented. Large numbers of members of both the House of Commons and the House of Lords, as well
as members of the general public have benefited from the continued presence of the small independent bookmakers at race-
meetings in competition to the national bookmakers and the Tote.
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15. I personally face financial ruin as and when I retire—or rather when I am forced to retire—from
bookmaking. The pitch rights, which should have been valuable and saleable assets, are now neither of
these things.

16. I do not believe that Parliament can have intended or envisaged this to be the outcome when it
passed the Gambling Act. So far as my solicitors can learn, although there may have been some
discussions about the issue of on-course bookmakers prior to 2005, the attention of Parliament does not
seem to have been drawn to our potential plight when the Act was passed. Parliament has never properly
considered how the continued service provided by the independent, individual bookmakers at
racemeetings was going to be ensured. In short, we seem to have been overlooked at that time or perhaps
someone in the Department of Culture, Media and Sport may have thought, too optimistically, that it
“would all get sorted out” by the Gambling Commission when it came into being. And that has not
happened.

17. In the meantime, as I understand it, the Gambling Act 2005 has abolished the Levy Board as from
the end of this year. The NJPC, which is a limited company presently guaranteed by the Levy Board,
has no longer a suYcient income to continue in business (because there are currently no auctions of
pitches) and has announced that it will stop its business activity very shortly and be wound up. In any
event, its guarantor is about to cease to exist. Earlier this year, I understand that there was talk of a
replacement company being established, but that has not happened, I believe, because of the unilateral
steps taken by the members of the RCA.

18. I appreciate, as a result of my discussions with my solicitors, that the arrangements under the
Gambling Act could have involved the Gambling Commission in being required by the Government (or
itself deciding) to give a direction to each licensing authority that it must include in each racecourse
licence (a) a requirement for the continuation of the Pitch Rules and (b) the continuation of a maximum
entry charge for the on-course bookmakers with a pitch, but I understand from my solicitors that the
only indication thus far is that (i) the Gambling Commission was giving “advice” as from June 2007 to
track premises licence holders with a view to preserving the present system, but then only until 2012 and
(b) the Government has produced draft Regulations with the same wording as the advice, but this draft
has not yet been debated by Parliament.6 Again these Regulations would bring the scheme to an end
in 2012.

19. The date 2012 is, of course, the date which the RCA (on behalf of its members) has given to the
on-course bookmakers with a view permanently to bring an end to our pitch rights and to the entire
existing scheme. They are obviously acting in their own interest and no one else’s. I am very concerned
that both the Gambling Commission and the Department seem to be prepared to accept the stance of
the RCA, although it represents just one interest-group. That is hardly fair treatment to inc and the other
pitch-owners like me.

The Public Interest

20. I understand from my solicitors that the recommendations of the Sparrow Report started with the
premise that it was clearly in the public interest that there should independent on-course bookmakers
at race-meetings oVering their services to the public who carne there. It is not my role to delve into
the history of this public interest, but there have always been bookies at the rails at race-meeting since
livingmemory, even when other sorts of horserace betting were illegal and before the legalisation of
betting shops.

21. To my mind, we provide a service to race-goers which is important. We are highly competitive as
between ourselves at any race-meeting, and also as between ourselves and (i) the Tote and (ii) the large
national bookmakers. We provide a very personal service, and often I have punters regularly come to
my pitch whom I have got to know over the years. Unlike the Tote, I oVer odds which are given out
at the time when the bet is placed: the odds are fixed and not just an indicative figure which can change
up to the time when the race starts. Also, I may well be persuaded by individual race-goers to negotiate
over my odds for a particular bet. This is all part of the experience, pleasure which race-goers have when
they go to the races.

22. In short, the independent racecourse bookmaker is part of a long-standing and valuable racing
heritage in this country and one which is not composed of faceless owners like a modem supermarket.
I am my own boss and I personally deal with each punter who places a bet. Without being presumptuous,
I think that the on-course independent bookmakers like me make up an important element which gives
“colour” to race-meetings in England and which makes our race-meetings stand out in the world. Race-
goers would not come to the courses and place bets with us if they thought that they could do better
elsewhere.

6 Gambling Act 2005 (Mandatory and Default Conditions) (England and Wales) Regulations [2007].
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23. The structure, put in place in 1998 and into which I have bought through buying pitches, was
agreed on by all the racing interests and the racing regulator. It works very well, and is based upon its
day-to-day administration by a self-financing body, the NJPC. So why change it? No one has been able
to give me any coherent reason.

24. I have read a letter dated 25 July 2007 from the Minister of Sport to various MPs (copy attached)
which recognises that the RCA “has taken advantage of the abolition of certification” by the Levy Board
to announce that its members will not recognize existing pitch rights after 2012.7 It is, however, too
optimistic on the Minister’s part when he expresses the view that, if the racecourse owners are left entirely
free to negotiate over on-course betting rights, they will do anything other than sell the on-course
bookmaking rights to the national or international bookmaking organizations who have financial
resources far beyond my resources.

25. In short, if the existing structure is dismantled, it is certain, in my view, that after 2012 there will
be no small independent bookmakers left at any race-meetings because we will have been forced out of
business. There will be no one left to compete against the Tote or against the large national (or
international) bookmakers. Horse-racing in this country will, therefore, be the poorer for it and that
would, I believe, be against the public interest.

26. In addition, it cannot be fair and in the public interest that small individual investors like me, who
have bought pitch rights on the understanding that we were acquiring perpetual alienable rights, should
be deprived at a stroke of the value of our investment,

27. If nothing is done to right this wrong, the racecourse owners will be unjustly enriched at our
expense. I use the word “unjustly” quite consciously because the owners knew perfectly well that
bookmakers like me were buying the pitch rights at their racemeeting on the basis of the pitch structure
established in 1998. Indeed, the RCA was party to its setting-up.

The Five Times Rule

28. This statutory rule, providing for a modest maximum charge which race-course owners can charge
bookmakers for operating their pitches at the pitches which they have bought, may be thought to be a
historical hang-over. That would be quite wrong, in my view. Although each sum paid on any occasion
may individually be relatively small (and depends on the price charged to the race-goers for the particular
location/race-meeting), there was no suggestion in the scheme established in 1998 that this element was
unfair to the racecourse owners. That there should be a maximum possible charge to the bookmakers
ensures that the small, independent bookmaker like me will be able to aVord to attend meetings, even
if his profits may prove to be very small or even if he makes a loss. We take that risk.

29. Apart from the owners providing the space and location of the bookmakers’ ring at the racecourses,
under the Pitch Rules the owners have no part to play—and thus no cost to incur—in the administration/
oversight of the bookmakers operating in the ring. That is carried out by the NJPC’s own staV at the
expense of the WPC.

30. I do not think that there is any good reason for abolishing the Five Times Rule. It ought to be
reinstated (as is proposed in the draft Regulations), but without limit in time. It is an important element
of the structure which upholds the value of the pitch rights and that, in turn, ensures that there is an
income to the NJPC from sales of pitches suYcient to pay for all the services/duties which it carries out.

31. In return for the charge paid by the bookmakers, we get very little from the trackowners: a place
in which set up our joints. Why should Parliament now give the owners an opportunity which they plainly
intend to turn to their sole financial advantage?

Conclusion

32. I respectfully ask the Select Committee to do its utmost to see to it that Parliament does take the
necessary steps to re-establish the existing structure as it has been since 1998, That involves eVectively
a requirement, preferably in the form of Regulations (with no time limitation such as 2012) in each race-
course licence, to the eVect that:

(i) the owners must provide a Bookmakers’ ring at each race meeting for use by independent
bookmakers who own pitch rights;

(ii) the Pitch Rules must be operated at the race-course as condition of the track licence; and

(iii) the racecourse owners may not charge more than the current maximum of five times the price
paid by race-goers to the particular meeting, or alternatively a maximum fee (to be set out in
the licence) suYcient only to cover their overhead costs of providing the ring.

7 Not printed.
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33. Also, it seems to me inevitable now that this ought to be something which is the subject of
legislation by Parliament, since the RCA’s members wish to take unfair advantage of the undermining
of the present structure by the Gambling Act 2005. This was no doubt unforeseen, but that should be
now remedied, It would be thoroughly unfortunate if matters were left solely in the hands of the Gambling
Commission to remedy, since I can foresee the possibility that the RCA would then seek to challenge
in court any decision by the Gambling Commission alone.

34. This can, I am told by my solicitors, all be quite simply enacted now by Parliament—by simply
deleting subparagraph (9) from the draft Regulations. (This is the provision which says that the relevant
paragraph of the draft Regulations shall not apply after 31 August 2012).

35. I am willing to amplify my submission and to give evidence to the Committee if asked to do so.

October 2007

Memorandum submitted by TaVy Ltd

Executive Summary

The Select Committee’s terms of reference

1. What the likely eVects would be of allocating on-course betting pitches on a purely commercial basis, as
has been proposed by the Racecourse Association.

2. There are likely to be risks to the licensing objectives, to the principles of fair competition and to the
life and vibrancy of the ring. These issues are discussed further below.

3. What indications on security of tenure, if any, were given to those buying positions on bookmaker’s lists
in recent years?

4. Asking what indications on security of tenure were given to those buying positions on bookmaker’s
lists is not a particularly appropriate question in the light of the history set out later in this document. It was
the Levy Board, a statutory body created by the 1963 Act, that established the Sparrow Committee and the
Board accepted the Committee’s recommendations. They included recognising the principles of seniority
and the ability to pass on seniority to successors. It was that Committee that recommended the
establishment of an auction system (as subsequently implemented by the NJPC) to enable the transfer of
list positions. Thus the Levy Board, Sparrow Committee and NJPC were responsible for creating the market
that bookmakers invested so heavily in. Coupled with the Committee’s recognition of the principles of
inheriting seniority, this amounted to a powerful representation that the investment in a list position was
something that could be relied as a long-term business asset.

5. Equally, whilst there may have been no express representation that the purchase of a list position was
a right without any time limit, there was no statement either (from the Levy Board or the NJPC or the
Government) that it was limited to a certain period of time and/or liable to be revoked or abolished.

6. What the role of Government should be in the process for agreeing on a future framework for allocation
of on-course pitches for bookmakers.

7. The role the Government plays will depend on the type of system adopted (see below) but since there
is a risk to the licensing objectives if no new list position system is introduced or the problem left otherwise
unresolved, the Government is duty bound to involve itself in the process leading to a new arrangement.

Possible outcomes

8. It is unlikely that there will be a complete answer that will meet the competing interests of all the parties
involved in the administration of on-course bookmaking. We have suggested the following possible
outcomes and we have commented in the body of this document on their advantages and disadvantages:

(a) Do nothing.

(b) Revert to the pre-2005 Act system.

(c) Reintroduce the five times rule or similar.

(d) Replace pitch list seniority with a seniority licensing system.

(e) Compensate on-course bookmakers for loss of pitch list seniority.
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9. Our preference would be to replace the existing list positions with a new licensing system that is
described below.

Replacing pitch list positions with a licensing system

10. It is and will continue to be a mandatory condition of each premises licence granted to each racecourse
that it provides an area in which bookmakers can operate. After 2012 the racecourses can decide the size of
the area provided for betting, the terms on which bookmakers might enter, how long they might stay or how
many times they might enter the course or use the same pitch and how much they would have to pay for the
privilege.

11. In the absence of being fully compensated for the loss of list positions, the on-course bookmakers wish
to be confident that they have both the right (provided charges are paid and other relevant rules obeyed), to
enter the course and the security of knowing that they will retain their list position which enables them to
chose the most advantageous pitch (no doubt their usual pitch) that such list position gives them. Further,
it is important, both to the development of the ring and to give the bookmakers a capital return on the
investment in their businesses, that they are able to transfer their list positions for market value.

12. The racecourses may have resented the loss of a certain amount of control over what happens on their
land as a result of their obligations under the certificate of approval and the authority of the Levy Board.
Presumably, they would welcome greater control in any new system of list positions.

13. A possible solution would be to replace the list positions with standard form licences granted by each
racecourse to each bookmaker on each list. For example, bookmaker number one in the list at Ascot would
have a licence to place a pitch in the relevant ring and have first choice where that pitch is placed within the
relevant ring. The licence would be subject to payment of the entrance fee and other relevant terms.

14. There would be no capital cost for the grant of the licence that would simply replace the existing list
position and therefore reflect and encompass the investment made already by the bookmaker.

15. Licences would be freely transferable either by private treaty or public auction thereby enabling the
bookmakers to realise their investments on retirement or withdrawal from the business generally or a course
in particular.

16. The racecourses might want the opportunity to conduct the auctions themselves and take a
commission in the same way that the NJPC did if they also have the obligation to provide staV and services
in administering the activities in the ring. Alternatively, a new body could conduct auctions if one is set up
to replace the NJPC.

17. In order to avoid the loss of commission in sales by private treaty, all sales could be subject to a
percentage commission and the racecourse could provide the place and the means to advertise the
prospective sale in a similar way to estate agents.

18. Licence terms and rates of commission should be standardised to maintain consistency throughout
the country and in the interests of transparency and fairness.

19. There remain two important issues:

— How can a licence retain its value if the racecourse has a free hand to add new pitch positions and
develop (subject to approval by the Licensing Authority) new rings?

— How long should the licences last? At present, the bookmakers face the prospect of an asset that
they thought would last without any time limit (ie their pick list position) being reduced to less than
five years.

20. The two issues are linked. If the licences were granted for an unlimited period, they would retain their
value and provide a better commission on sales at auction. Equally, if the racecourses developed new betting
areas, these would be available to the licensees as they would simply pick from the old or the new areas as
they wished and in the order that they appeared on the picking/licensee list.

21. Of course, that leaves the question as to the number of pitch positions available. The system that
worked successfully prior to the 1998 changes was based on limiting the number of pitches as a percentage
of the number of entrants to the racecourses and all interested parties set it independently. In other words
bookmakers with a vested interest in that particular track could not be involved in the setting of the
numbers.

22. Alongside the licence system, there could still be more flexibility in charging than the old five times
rule as it seems likely that the racecourses would need to match the market conditions. In other words, there
may be reduced charges for quieter meetings to ensure attendance and increased charges for the most
lucrative meetings and/or best list positions.
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Introduction

1. his document consists of the submissions of the following on-course bookmakers to the Select
Committee inquiring into on-course horserace betting:

— Victor Chandler;

— TaVy Limited;

— Russell White; and

— Derek Barnes.

2. The Select Committee’s terms of reference are:

— What the likely eVects would be of allocating on-course betting pitches on a purely commercial
basis, as has been proposed by the Racecourse Association.

— What indications on security of tenure, if any, were given to those buying positions on
bookmaker’s lists in recent years.

— What the role of Government should be in the process for agreeing on a future framework for
allocation of on-course pitches for bookmakers.

3. The current concern, at least as far as the on-course bookmakers are concerned, is that they stand to
lose a substantial investment in the bookmaker’s lists positions (referred to in this document as “list
positions”) by 2012, if not before. With this in mind, the above terms of reference are perhaps incomplete
in that they do not specifically ask for suggested solutions to the problem. If the likely eVects of allocating
pitches on a commercial basis are damaging to the horseracing and betting sector and if indications of
security of tenure were given and if the Government should have a role in agreeing the future framework
for allocation of on-course pitches, the problem still remains unresolved. Therefore, in responding to the
invitation to provide submissions, we have also suggested possible scenarios for dealing with pitches in
the future.

4. Further, the terms of reference cannot be sensibly addressed without a consideration of how the
current position has come about and certainly the question of whether indications of security of tenure were
given involves an examination of the historical background to list positions. Therefore we set out below a
summary of the development of the pre-1 September 2007 system for list positions. We then examine how
list positions were dealt with (or more accurately, not dealt with) in the gambling reform process from the
Budd Committee to the implementation of the 2005 Act. After that we respond to the terms of reference
and set out various possible scenarios for a new system from 2012 if not before.

The Background History to the Pre-2005 Act System

Regulation of on-course bookmakers prior to 8 October 1998

1. There was an agreement made in 1958 known as the “Ferguson Agreement” between the National
Association of Bookmakers (“the NAB”), the Jockey Club, and the Racecourse Association (“RCA”). The
Ferguson Agreement provided for the NAB to regulate the conduct of on-course betting by bookmakers
and it established a system for the allocation of the position of each pitch at any racecourse on the basis of
seniority.

2. Seniority Lists were maintained for each ring (Members, Tattersalls and Rails) at each racecourse.
There were diVerent lists for diVerent meetings, eg Ascot Summer, Ascot Winter and Royal Ascot. There
were also diVerent lists for each ring for each meeting, eg the Bookmakers List (for bookmakers who took
bets on the meeting taking place at the track), the Away Bookmakers’ List (who took bets on meetings other
than the one they were attending) and Supplementary and Extended Supplementary Lists (being reserve lists
in order of priority of those bookmakers who would be oVered a pitch on a temporary basis when one was
available).

3. Under NAB rules bookmakers would be allocated pitches in order of seniority so that the most senior
bookmaker on any particular list would be allocated pitch number 1. Obviously, certain locations in the ring
provided more advantageous trading opportunities than others and, generally speaking, the higher up the
list a bookmaker was, the better the location of his pitch.

4. Three distinct but related principles came to be recognised:

— The pitch number, which as stated, could pass on from predecessor to (certain qualifying)
successors without a loss of pitch position.

— Personal seniority, which would commence on the day that a person commenced trading in the
ring as the principal bookmaker in the business. Personal seniority was important in terms of being
in line to take up higher pitch positions in the list when they became available on the retirement
of bookmakers up the list.

— Commensurate seniority which would only arise pursuant to rule 8.10 of the National Pitch Rules
when there were significant changes in the layout of the ring.
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5. Commensurate seniority was introduced as a way of fixing the seniority position between diVerent
bookmakers so that the same ranking order could apply when the ring was reconstructed. When the new
places became available, the first in rank on the list had the first choice of a pitch; the second in rank on the
list had the second choice and so on. Consequently, the allocation of pitches before the change in the ring
should have been equivalent in terms of seniority to the allocation of pitches after the change in the ring.
Rule 8.10 was used as the basis for the integration of the lists in 1998.

The Regulation of Bookmakers after 7 October 1998

6. On 8 October 1997 the RCA gave notice terminating the Ferguson Agreement as of 7 October 1998.
Following this, the Horserace Betting Levy Board (“the Levy Board”) established a review committee
headed by Sir John Sparrow, known as the Sparrow Committee, to enquire into and report on the regulation
of bookmakers. The Sparrow Committee recommended the establishment of the NJPC to administer and
regulate on-course bookmaking. The NJPC derived its power to perform its functions by the imposition of
conditions in the Certificates of Approval of racecourses as discussed in greater detail below.

The Sparrow Report March 1998

7. The Sparrow Committee made many recommendations regarding the administration of on-course
bookmaking including:

— the merger of the various bookmakers’ lists at each racecourse (apart from the waiting lists);

— the retention in principle of the system of seniority of pitches;

— the facility for the personal seniority of a bookmaker to be held by the company (if any) through
which he traded; and

— a system for the sale by auction of seniority positions.

8. The Levy Board incorporated the NJPC with eVect from 8 October 1998 to implement the new scheme
which included:

— Certificates of approval for racecourses to be withdrawn by the Levy Board;

— The NJPC to introduce the National Pitch Rules for the regulation of on$course bookmaking;

— The NJPC to introduce a scheme for merging the various bookmakers’ lists for each ring;

— The NJPC to formulate rules for the authorisation of bookmakers to carry on betting on approved
racecourses and regulation of that bookmaking;

— The Levy Board would grant new certificates to racecourses subject to conditions that all betting
at the racecourse would be administered and regulated by the NJPC and that the course would
only admit a bookmaker to carry on betting on the course if he agreed to be bound by the
NJPC’s rules.

9. It was of course the repeal of the 1963 Act and the system of the issue of Certificates of Approval that
resulted in the disappearance of the whole legal basis for a seniority system and auction of list positions.

10. Section 4 of the Sparrow Report deals with the seniority system. The Sparrow Committee agreed that
the principle of the seniority system should be retained but needed to be streamlined and improved. In
addition, they considered that there should be a system for transferring seniority positions for value. New
seniority lists would be created by the NJPC for both boards and rails, to be known as The Bookmakers’
Lists.

11. The Committee went on to say at paragraph 4.5 of the Report:

“The current positions in the NAB’s Pitch Rules covering inheritance are complex, but we believe
that the principle of a bookmaker’s seniority position being capable, upon death, of being inherited
by the spouse or a child, who would then trade from the appropriate pitch or auction the seniority
position, is sound.”

12. When one looks at the history of gambling law reform, from the proposals by the Budd Committee
to the passing of the 2005 Act, the soundness of the principle of a bookmaker’s seniority being capable of
being inherited and of that list position being transferred by auction has never been questioned, criticised
or even, for that matter, expressly considered.

13. The Committee felt it was clear from the Joint Discussion Documents between the RCA and the NAB
that bookmakers’ seniority that conferred the right to occupy a particular pitch in the betting ring did not
confer any proprietary rights. Clearly this meant that a bookmaker had no rights in the land that his pitch
occupied as that belonged at all times to the racecourse.

14. The Committee was also advised by Counsel that any attempt by the racecourse to sell pitches to
bookmakers might be interpreted as a charge for admission to the betting ring. Such a charge would breach
the provisions of section 13(2) of the 1963 Act which restricts the amount that racecourses can charge
bookmakers for access to the ring to five times the public admission charge to the course (known as “the
five times rule”).
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15. The Committee concluded that the only interest to which “a bookmaker has a right and which may
be transferred, for a consideration or otherwise, is the bookmaker’s seniority position, ie his position in the
order of seniority between other bookmakers.”

16. The Committee stated “We have concluded that it is in the interests of both the bookmakers and the
racecourse that the full value of any seniority position is realised on a disposal by way of sale, rather than
transfers at previously agreed sums, and we recommend that this should be achieved through the auction
of bookmaker’s seniority positions to the highest bidder, to be conducted through the NJPC and
administered by the LJPC and the Betting Ring Manager”.

17. The Committee further recommended that all transfers of bookmaker’s seniority positions on sale
should only be made through the auction system and the NJPC (through the Local Joint Pitch Council
(“LJPC”)) shall be entitled to receive a transfer administration fee, set by the LJPC in accordance with the
LJPC guidelines to be paid by the vendor. However, the Committee recognised that there would be
occasions when it is appropriate to change a company’s nominated individual and notification of any change
should be eVected through the NJPC upon payment of the registration fee. They then said “Individual
bookmakers will therefore be able, upon retirement, or by their will, to transfer their seniority position to
a named individual, who must hold a current bookmaker’s permit”.

18. The proposals for the structure and objectives of the NJPC are set out in Appendix 2 to the Report.
Under paragraph 4 it states the NJPC will be funded through the pitch administration fees paid by all
bookmakers working in the betting ring, and from the transfer administration fees and the registration fees
paid on the auction and transfer of seniority positions. Clearly the contrivance of giving monetary value and
creating a market in list positions was a convenient way to raise ongoing funds to run the NJPC without
having to call upon the Government or the racecourses for payment. The bookmakers were paying but they
were also getting a business asset in return that could be sold on or left to their successors.

19. The main objectives of the NJPC included:

— Setting up five Regional Joint Pitch Councils (RJPCs) and 1 LJPC for each racecourse.

— To draft the National Pitch Rules for submission to Levy Board for approval, and after to
promulgate and enforce them.

— To hear and decide appeals from the RJPCs on the interpretation of the National Pitch Rules.

— To report annually to the Levy Board.

— To maintain lists of bookmakers’ seniority positions for each racecourse, merging the List of
Bookmakers, the Supplementary List and the Extended Supplementary List. The waiting list to
be retained.

— To arrange auctions of seniority positions to the highest bidder.

— To issue all pitch holders and bookmakers on the Supplementary List and Extended
Supplementary List with identity badges to be worn at all times in the betting ring.

20. Following the setting up of the NJPC, one of its first tasks was the integration of the various lists—
Tattersalls, Rails, Away etc—for each racecourse into a single bookmaker’s list. In integrating the lists, the
NJPC was supposed to reflect the existing seniority of bookmakers as far as it could. Therefore it had to
take into account both the personal seniority of the bookmaker occupying each position and give him the
benefit of his predecessor’s seniority as Rule 8.10 did. The aim was to produce a single ranking in order of
bookmakers on any list which allowed the more senior to have first choice of which pitch position they
wanted over the less senior.

21. The NJPC delegated most of the integration of lists to the regional bookmakers’ associations. It dealt
with the integration of the Southern Area lists itself and according to its own version of a nationally agreed
formula. This lead to a number of appeals from aggrieved bookmakers who felt that they had not been
accorded their due and proper seniority. The NJPC itself heard appeals against its own decisions and many
appeals were dismissed out of hand without aVording the appellants a proper hearing. Complaints about
the way in which the NJPC handled the integration of lists remain unresolved to this day. The NJPC has
been criticised for poor administration by both the DCMS and the Culture Minister.

22. These historic issues are relevant to the future administration of on-course bookmaking as they make
those who felt unfairly treated the last time the seniority system was changed even more determined not to
lose out again. The Working Group on the Future Administration of Existing Betting Areas appear to be
proposing what amounts to a continuation of the NJPC in all but name (see the Working Group’s report
dated 20 August 2007) and it will be important to ensure that the so called New Co can gain the trust,
confidence and cooperation of both the bookmakers and the racecourses (particularly since they are
proposing a system of administration that is essentially based on voluntary compliance).
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The Lead up to the Implementation of the Gambling Act 2005

1. The following review of the build up to the implementation of the 2005 Act on 1 September 2005
reveals how the current problem of the threatened loss of list positions has almost come about, if not by
inadvertence, then certainly by the interested parties failing to understand the full consequences of the
legal changes.

Gambling Review Report 2001 (“the Budd Committee” Report)

2. The current problem had its roots in the recommendation by the Budd Committee that the five times
rule should be abolished. It reported, “The horseracing industry would like to see the restrictions on the
amount they can charge bookmakers for entry to racecourses lifted. The Levy Board and the British
Horseracing Board have strongly recommended that section 13 of the 1963 Act (the five times rule) should
be repealed. They argue that charges to bookmakers should be dictated by the market and not by legislation.
The Rails Bookmakers Association and the National Association of Bookmakers are opposed to such a
change. The NAB believes that Racecourses would try to price out bookmakers in order to benefit the Tote.
The Rails Bookmakers assert that the five times rule protects the punter, and if it is abolished and
bookmakers have to pay more for admission, the cost will have to met by the punter. “

3. “The presence and bustle of activity of on-course bookmakers at a racecourse is an integral part of the
event, and we do not believe that it would be in the commercial interests of racecourses to price them out
of the market. However, we do believe that the “five times” rule is an anachronism, and that racecourses
and bookmakers should make their own commercial arrangements. At the same time we recognise the force
of the bookmakers’ arguments and we would expect the competition authorities to intervene if racecourse
owners acted unfairly. We therefore recommend that the rules restricting charges for the entry of
bookmakers to racecourses or dog tracks should be abolished.”

4. There does not appear to have been any discussion or consideration that the abolition of the five times
rule might aVect the retention or transfer of list positions or even that the two issues were connected in
any way.

A Safe Bet for Success 2002

5. The Government responded to the Budd proposals and at paragraph 4.37 they referred to the above-
mentioned proposal stating, “We intend to give further consideration to the proposal that current rules
restricting charges for the entry of bookmakers to racecourses should be abolished. Currently, a bookmaker
who wishes to operate on-course on race day can be asked to pay no more than five times the relevant
entrance fee. While this restricts the freedom of the racecourse and track owners to charge according to the
market, it also ensures bookmakers are not denied access by means of entry price and plays a part in ensuring
that there is a competitive on-course betting market.”

6. The Government was sounding a note of caution and recognised the risk that the smaller independents
could be priced oV the course.

Joint Committee on the draft Gambling Bill 2004

7. In its written evidence to the Joint Committee, the National Association of Bookmakers expressed
similar concerns to those set out in the Safe Bet for Success as follows:

8. “The Draft Gambling Bill leaves the question of the “five times rule” open which from the point of view
of existing and potential holders of seniority positions is unsatisfactory. There is unanimous agreement among
racecourse bookmakers that this safeguard should remain in order to ensure pitch tenure whilst at the same time
maintain competition between bookmakers and other betting outlets on the racecourse. Racecourse bookmakers
fear that removal would provide racecourses with an opportunity to price bookmakers out of business which
would lead to higher margins among the remaining bookmakers. The incentive for racecourses would be the
resulting higher gross profits earned by the “oV-course” betting industry from which the racecourses would
benefit, the cost being borne by punters. The majority of racecourses would probably not take such action but
it would be a real concern with respect to some courses. We understand the aspirations of racecourses to
maximise income flows but we would hope that bookmakers charges can be settled by negotiations within the
existing framework.”

9. Again, though, there is no express reference or linkage with any risk to the list positions and the system
for transferring the same.
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Government Response to the Joint Committee 2004

10. We can find no reference to the on-course bookmakers and the abolition of the five times charge in
the response.

11. The draft Gambling Bill went through various iterations and the consequences for the list positions
from the repeal of the 1963 Act including the Levy Board’s powers to issue certificates of approval does not
appear to have been considered.

Advice to track premises licence holders—Consultation Paper (March 2007)

12. It was probably the Consultation Paper that first indicated that the existing list position system
position might be under threat (at least it did to the RCA) when it proposed that bookmakers would have
contracts direct with the courses that would deal with authorisation and administration matters.

13. The proposed mandatory conditions to be attached to horseracing track premises licences (which
came into force on 1 September 2007) provide that all existing betting areas that are approved by the Levy
Board on 31 August 2007 will continue to allow mandatory access to betting operators for five years. The
relevant paragraphs are set out in Annexe 1 to this document.

14. Racecourses may be able to vary the location of betting rings that are subject to the five times rule if
they apply to the local licensing authority to vary the premises licence. They can also establish new
(additional) betting rings, which are not subject to a mandatory condition replicating the “five times rule”.
The cost of establishing a pitch in these new areas will be left to regulation by the market. Any relocated
betting area (that had previously been a Levy Board approved betting area immediately prior to 1 September
2007) must allow the same rights of access to betting operators as if it were the original area.

15. No additional charges may be applied to betting operators and their assistants over and above the
admission charges and reasonable charges to reflect costs incurred in the administration of the betting ring.
If deemed appropriate, these charges may be levied by a third-party administrative body appointed by the
racecourses and/or the betting operators. The third-party body seems to be a reference to the NJPC or some
equivalent body such as New Co.

16. After 31 August 2012 the horseracing tracks still have to provide a place where betting operators and
their assistants can carry on business and to which the public may resort to bet. However, there are no
conditions either restricting charges or requiring them to maintain existing betting areas.

17. Interestingly, there were no consultation questions in relation to these proposed mandatory
conditions.

Advice to Track Premises Licence Holders: Responses—June 2007

1. The responses are very thin on the ground. Paragraph 2.5 says that a trade association mentioned that
some of the phrases used did not accurately reflect the regulations. Also there was a query as to how
reasonable costs for administration services would be defined.

2. No one raised the issue of the loss or devaluation of seniority/picking positions. However, concerns
were being raised elsewhere and these lead to a debate on the subject on 4 July 2007 and then to the
establishment of the Select Committee.

The Select Committee’s Terms of Reference

What the likely eVects would be of allocating on-course betting pitches on a purely commercial basis, as has
been proposed by the Racecourse Association

1. There are likely to be risks to the licensing objectives, to the principles of fair competition and to the
life and vibrancy of the ring. These issues are discussed further below.

What indications on security of tenure, if any, were given to those buying positions on bookmaker’s lists in
recent years?

2. Asking what indications on security of tenure were given to those buying positions on bookmaker’s
lists is not a particularly appropriate question in the light of the history set out earlier in this document. It
was the Levy Board, a statutory body created by the 1963 Act, that established the Sparrow Committee and
the Board accepted the Committee’s recommendations. They included recognising the principles of seniority
and the ability to pass on seniority to successors. It was that Committee that recommended the
establishment of an auction system (as subsequently implemented by the NJPC) to enable the transfer of
list positions. Thus the Levy Board, Sparrow Committee and NJPC were responsible for creating the market
that bookmakers invested so heavily in. Coupled with the Committee’s recognition of the principles of
inheriting seniority, this amounted to a powerful representation that the investment in a list position was
something that could be relied as a long-term business asset.
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3. Equally, whilst there may have been no express representation that the purchase of a list position was
a right in perpetuity, there was no statement either (from the Levy Board or the NJPC or the Government)
that it was limited to a certain period of time and/or liable to be revoked or abolished.

What the role of Government should be in the process for agreeing on a future framework for allocation of on-
course pitches for bookmakers

4. The role the Government plays will depend on the type of system adopted (see below) but since there
is a risk to the licensing objectives if no new list position system is introduced or the problem left otherwise
unresolved, the Government is duty bound to involve itself in the process leading to a new arrangement.

What Should a New System of Seniority Aim to Do?

1. Any new system should aim to be:

— In the public interest including furthering the key licensing objectives of:

— Preventing gambling from being a source of crime or disorder, being associated with crime or
disorder or being used to support crime,

— Ensuring that gambling is conducted in a fair and open way, and

— Protecting children and other vulnerable persons from being harmed or exploited by
gambling.

— Fair to the on-course bookmakers.

— Fair to the racecourses.

— Transparent, flexible and workable.

In the public interest

2. It is in the public interest that the positive features of a trip to the races are maintained and, preferably,
improved. These features include:

— The ability to place bets with on-course bookmakers in the rings.

— The largest possible choice or selection of bookmakers. If on-course bookmakers lose entirely their
investment in their pitch list positions and face increased (and increasing) charges to operate on
racecourses, there will be risks to two of the three licensing objectives. If there is no proprietary
(or quasi proprietary) interest in maintaining a presence on a particular course and the charges to
operate are particularly uneconomic, attendance of on-course bookmakers is likely to fall away or
at least become increasingly inconsistent save for the most popular racecourses and most lucrative
meetings. This would in turn mean the on-course odds oVered to the public are less competitive.

— The maintenance of the starting price (“SP”). A substantial reduction in the number of
bookmakers in attendance on-course could undermine the integrity and validity of the SP which
would be damaging to the industry generally and not in the public interest. It would neither be in
the public interest to price the independents and/or smaller bookmakers out of the market nor for
the large chains to abandon the ring. They might leave if it was no longer cost eVective to arrange
attendance or the SP was lost and they no longer had a real incentive to take part in on-course
bookmaking.

— Generally, maintaining the lively atmosphere of the ring which is contributed to in a significant
way by the variety of competing on-course pitches.

Fair to on-course bookmakers

3. It is very easy to say what would be unfair to on-course bookmakers. Many on-course bookmakers
have expended very sizeable sums of money in acquiring list positions at auction with their investment often
running into hundreds of thousands of pounds. Others have maintained pitches in the less profitable areas
in the ring or on less popular courses over the years in order to build up and improve (what they believed
was) their business asset in order to pass it on to their children. It would be unfair to take away such
investments with the stroke of a pen and without proper reason or proper compensation.

4. To remove the protection of the five times rule and place a heavier financial burden on the on-course
bookmakers at the same time as taking away their main, if not sole, capital asset in the business is a severe
blow. Without doubt, these changes combined would be grossly unfair to bookmakers.

5. Looking at it another way, abolishing or refusing to recognise the validity and value of list positions
whilst at the same time awarding the racecourses the ability to raise a commercial charge for pitch positions
(with no doubt the best pitch positions costing the most), eVectively amounts to transferring the
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bookmakers’ current business asset to the racecourses for no consideration. One might ask, what have the
bookmakers done so wrong to be deprived in this way? What have the racecourses done to deserve such an
advantage?

6. In truth, both are the wrong questions to ask as the intention, as originally expressed by the Budd
report, was merely to modernise the five times rule and put charging for the use of what is the racecourses
private land on a more commercial footing. The loss of the value of list positions, as stated, was probably
inadvertent.

7. What would be fair to bookmakers? It would be fair either to compensate them (but who would
provide the funds?) or, to allow them in some way to retain the value of their list positions. It would also be
fair to have some arrangement, understanding or reassurance that they would neither lose that value by
some other means—such as an artificial increase in the number of new pitch positions—or, by being priced
oV the course with excessive entrance and/or service charges.

Fair to the racecourses

8. To work properly, any scheme fair to the bookmakers has to be seen to be fair to the racecourses. If
not, it will be resented and more so than the five times rule. Further, they may find some other means to
redress the financial balance as they see it. Either way, this is unlikely to be helpful to the development of
on-course betting or in the interests of the public or, for that matter, either of the two parties involved

9. What would be fair to the racecourses? Perhaps it is better to ask, what was the original expectation
of the racecourses? Certainly, the removal of the five times rule and probably more flexibility to exploit—
in a commercially legitimate way—their ownership of the land. They were probably not expecting the
windfall of complete freedom to wash out the system of list positions or to be entirely free from any
obligation to honour a pitch list. However, equally, they probably do not welcome the burden of having to
administer the arrangements of on-course bookmaking themselves.

10. Turning back the clock in relation to list positions is probably not realistic and the racecourses will
no doubt find it unappetising to think that the bookmakers will have list positions in perpetuity. Thus to be
fair to the racecourses, they should have:

— Some flexibility going forward, more than before the 2005 Act.

— They should have the ability to develop their land in the interests of improving their business.

— They should be able to raise a commercially based charge for the use of their land and not be
restricted by the five times rule or similar.

Transparent, flexible and workable

11. Any new system must be transparent. As far as some are concerned, the NJPC’s role was tainted from
the outset. Its calculation of seniority in 1998 in relation to the Southern Area bookmakers was lacking in
transparency and such methodology used (if any) remains after nearly ten years incapable of being properly
explained. Severe prejudice was caused to some bookmakers whilst others were given enormous advantage.
History would be repeating itself unless there is a fair, transparent arrangement.

12. It also has to be workable in the sense of being able to be applied not only in the transition from the
old to the new system but capable of dealing with changes in the ownership of bookmaker businesses,
development of the racecourse and so on.

Possible Outcomes

1. It is unlikely that there will be a complete answer that will meet the competing interests of all the
parties. We suggest the following possible outcomes with our comments on their advantages and
disadvantages:

(a) Do nothing.

(b) Revert to the pre-2005 Act system.

(c) Reintroduce the five times rule or similar.

(d) Replace pitch list seniority with a seniority licensing system.

(e) Compensate on-course bookmakers for loss of pitch list seniority.
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Do nothing

2. If nothing is done to change either the current state of aVairs up to 2012 or thereafter there are likely
to be undesirable consequences for those involved in the on-course betting industry and for the race
going public.

3. The on-course bookmakers will have lost, in some cases, an asset built up over several generations and/
or in other cases, a substantial financial investment. Their numbered ranking on the lists at each course will
be worth nothing, as the current lists will cease to exist. They will face uncertainty as to which pitches will
be available to them and/or the cost thereof.

4. Doing nothing might seem to be wholly favourable to the racecourses; however, we would submit that
in fact it is not the best outcome for them. The racecourses will be facing the challenge of retaining both the
small independents and the large chain operators neither of whom will have an incentive to provide regular
and consistent attendance if the costs of doing so are too high and the availability of an attractive pitch is
not consistent or guaranteed. We believe that the racecourses would accept that it is in their interests to
maintain the regular attendance at meetings of the widest possible choice of bookmakers, at least if they are
trying to give the public the most competitive choice.

5. The racecourses would also face the burden of the administration of the on-course presence and the
determination and collection of daily charges. There would be little incentive for the on-course bookmakers
to organise themselves to assist the courses if, as there may be, an ongoing resentment about what amounts
to a transfer of their valuable assets to the racecourses (as discussed above) for no consideration or
compensation.

6. Most of all, the current position will simply be unfair to the on-course bookmakers. There is no
evidence that it was what was intended by the Budd Committee, by Parliament, by the DCMS, the Gambling
Commission or the racecourses for that matter. The above review of the history of the reform of on-course
bookmaking reveals that the loss of list positions was probably inadvertent. It was overlooked, and policy
that so significantly aVects and prejudices the livelihood of a group of people should never be implemented
as a result of inadvertence or neglect in considering the consequences of related decisions.

7. If nothing is done, the policy may be challenged legally by means of Judicial Review. An absence of
consideration of the consequences of the policy means that there cannot have been a due and proper process
or that there is a good (or any) reason for denying the legitimate expectation of the on-course bookmakers
that list positions would continue.

8. In short, we would suggest that doing nothing is not a viable option. Already, the market for
auctioning picking list positions has collapsed. The list is at risk of becoming static and the on-course
bookmakers becoming increasingly disillusioned. This would not bode well for the future, as cooperation is
required between the on-course bookmakers, the racecourses, the Gambling Commission and the Licensing
Authorities to ensure a smooth and successful transition into the new regulatory and licensing regime under
the 2005 Act.

Revert to the pre-2005 Act position

9. Some on-course bookmakers might simply want to revert to how things were before the 2005 Act was
implemented at least as far as the administration on the course is concerned. This has some attractions in
so far as the bookmakers would know the system and retain the ability to realise their investments (by sale
of their pitch position at auction) in their businesses.

10. The commission on the sales would be paid to the racecourses that, in turn, could provide a
proportion of such revenue to fund a body set up by them to take up the burden of administering the activity
on the course, the rules of conduct, the supply of services and the transfer of list positions.

11. The restriction on entrance charges by means of the five times rule would assist the on-course
bookmakers to continue to make their businesses viable in the increasingly tough environment where they
face competition from the oV-course bookmakers (in relation to whom they lost their betting duty
advantage), the internet trade and the betting exchanges.

12. However, reverting to the pre-2005 Act system holds less attraction for the racecourses. The Budd
Committee wanted the system changed as the five times rule was seen as too restrictive. As identified above,
it was intended that the racecourses should be able to reach their own commercial arrangements with on-
course bookmakers regarding entrance/operating charges.

13. Part of the reason for reforming gambling regulation generally was to provide a more commercial
basis on which those involved in the industry could provide their products and services and give a more level
playing field to compete with the National Lottery. Arguably much of this has been lost in the reform process
where regulation has increased beyond that anticipated by Budd. Nevertheless the commerciality of
gambling as a legitimate leisure pursuit was intended to provide greater flexibility to operators and the
market to reach arrangements and set prices.



Processed: 18-01-2008 14:25:42 Page Layout: COENEW [E] PPSysB Job: 384490 Unit: PAG2

Ev 94 Culture, Media and Sport Committee: Evidence

14. There is good reason why the five times rule could be replaced with something more flexible and
commercial that is related to the market rather than an artificial measure. Equally, there is no good reason
why this should go hand in hand with an abolition of the list positions either, in terms of the favourable
pitches that the most senior bookmakers on a list might expect and be entitled to occupy on a race day, or
in terms of the seniority relationship between the bookmakers vis à vis each other.

15. One of the benefits of the list position system is that it reflects (with the notable exceptions of some
of the Southern Area lists) seniority built up and/or inherited and it does not follow that the biggest and
richest bookmakers are the most senior on the lists. The big chains do not necessarily dominate the best
pitches which must be good for competition principles and consequently be in the interests of the public.

Reintroduce the five times rule or similar

16. Merely reintroducing the five times rule would not solve the current problem either. It would not be
a reasonable replacement for the loss of investment in the list positions. As discussed above, it is unlikely
to be acceptable to the racecourses. So both groups would probably remain dissatisfied and it would be seen
as a defeat and reversal of the long reform process leading up to the current position. Having said that, the
independent bookmakers might like to have some comfort that they will not be priced out of the rings.
Whether this is provided in the form of some alternative restriction to the five times rule or simply informally
by the racecourses is another matter.

17. One possibility could be that prices are capable of being reviewed by the Licensing Authority if the
number of bookmakers attending on race days falls below a certain level on so many consecutive meetings.
One would hope that market forces would dictate the level of entrance charges so that they are kept in check
by the need to attract bookmakers on to the course.

Replace pitch list seniority with a seniority licensing system

18. It is and will continue to be a mandatory condition of each premises licence granted to each racecourse
that it provides an area in which bookmakers can operate. As discussed above, this requirement provides
much greater flexibility to the racecourse than ever before. After 2012 they can decide the size of the area
provided for betting, the terms on which bookmakers might enter, how long they might stay or how many
times they might enter the course or use the same pitch and how much they would have to pay for the
privilege.

19. In the absence of being fully compensated (which is discussed below), the on-course bookmakers wish
to be confident that they have both the right (provided charges are paid and other relevant rules obeyed),
to enter the course and the security of knowing that they will retain their list position which enables them
to chose the most advantageous pitch (no doubt their usual pitch) that such list position gives them. Further,
it is important, both to the development of the ring and to give the bookmakers a capital return on the
investment in their businesses, that they are able to transfer their list positions for market value.

20. The racecourses may have resented the loss of a certain amount of control over what happens on their
land as a result of their obligations under the certificate of approval and the authority of the Levy Board.
Presumably, they would welcome greater control in any new system of list positions.

21. A possible solution would be to replace the list positions with standard form licences granted by each
racecourse to each bookmaker on each list. For example, bookmaker number one in the list at Ascot would
have a licence to place a pitch in the relevant ring and have first choice where that pitch is placed within the
relevant ring. The licence would be subject to payment of the entrance fee and other relevant terms.

22. There would be no capital cost for the grant of the licence that would simply replace the existing list
position and therefore reflect and encompass the investment made already by the bookmaker.

23. Licences would be freely transferable either by private treaty or public auction thereby enabling the
bookmakers to realise their investments on retirement or withdrawal from the business generally or a course
in particular.

24. The racecourses might want the opportunity to conduct the auctions themselves and take a
commission in the same way that the NJPC did if they also have the obligation to provide staV and services
in administering the activities in the ring. Alternatively, a new body could conduct auctions if one is set up
to replace the NJPC.

25. In order to avoid the loss of commission in sales by private treaty, all sales could be subject to a
percentage commission and the racecourse could provide the place and the means to advertise the
prospective sale in a similar way to estate agents.

26. Licence terms and rates of commission should be standardised to maintain consistency throughout
the country and in the interests of transparency and fairness.
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27. There remain two important issues:

— How can a licence retain its value if the racecourse has a free hand to add new pitch positions and
develop (subject to approval by the Licensing Authority) new rings?

— How long should the licences last? At present, the bookmakers face the prospect of an asset that
they thought would last without any time limit (ie their pick list position) being reduced to less than
five years.

28. The two issues are linked. If the licences were granted for an unlimited period, they would retain their
value and provide a better commission on sales at auction. Equally, if the racecourses developed new betting
areas, these would be available to the licensees as they would simply pick from the old or the new areas as
they wished and in the order that they appeared on the picking/licensee list.

29. Of course, that leaves the question as to the number of pitch positions available. The system that
worked successfully prior to the 1998 changes was based on limiting the number of pitches as a percentage
of the number of entrants to the racecourses and all interested parties set it independently. In other words
bookmakers with a vested interest in that particular track could not be involved in the setting of the
numbers.

30. Alongside the licence system, there could still be more flexibility in charging than the old five times
rule as it seems likely that the racecourses would need to match the market conditions. In other words, there
may be reduced charges for quieter meetings to ensure attendance and increased charges for the most
lucrative meetings and/or best list positions.

Compensate on-course bookmakers for loss of pitch list seniority

31. An alternative to continuing some sort of system of list positions is to compensate the on-course
bookmakers for the loss of their investments. The amount of compensation could be assessed by reference
to the NJPC records of auction prices for list positions at the diVerent racecourses.

32. It should be possible to have an independent firm of auditors undertake the necessary analysis of the
records. They may have to extrapolate the likely values for those positions on the list that were not sold at
any time by auction and to update valuations of list positions sold in previous years to a date before the
anomaly about the 2005 Act came to light.

33. Whilst compensation would be a potential way of leaving behind the previous system of seniority and
remedying the unfairness that the on-course bookmakers would otherwise suVer under the 2005 Act, it has
two disadvantages. First, there is likely to be some significant elements of judgement in the valuation of list
positions and therefore disagreement by some with the outcome. Those aggrieved would no doubt wish to
have a route of appeal which gives rise to more bureaucracy and administrative cost. Secondly, there is the
question of who funds the compensation. As the Government’s plan is that the administration and
regulation of gambling should be self funded by the charging of application fees and annual licence fees,
there is unlikely to be a budget set aside as a contingency to pay compensation to the unforeseen loss of list
position value.

34. The racecourses could fund the compensation for on-course bookmakers as they are receiving the
benefit of the abolition of the lists. With no list, there would be more scope to charge diVering entrance
charges depending on the position allocated to the on-course bookmaker. As identified above, the
racecourses would be likely to create their own lists and sell the positions to the highest bidders.

35. Compensation could be funded in this way by aVording credits to those on the list with the highest
number of credits being awarded to the highest on the list and the lowest number of credits to the last on a
list. These credits, equivalent to the monetary value of the list position (according to an auditor’s valuation)
could be used to purchase the list positions on the racecourses own list.

36. However, we can see that there are a number of areas of potential conflict in a complex system such
as this and the exchange of list positions for licences would be more straightforward to administer.

This position has been endorsed by Celia Barlow MP who feels that important lessons can be learnt from
her constituents’ experiences.

Annexe 1

Mandatory Conditions Attaching to Track Premises Licences in Respect of Premises that are
Horse-racecourses

1. (1) This paragraph shall apply to converted track premises licences in respect of premises that are
horse-racecourses.

(2) The licence holder shall ensure that in respect of any part of the track, which immediately before 1st
September 2007 was made available for the purposes of complying with a condition imposed under section
13(2) of the 1963 Act (which provides for conditions to be imposed on a certificate under section 13 relating
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to the places which are to be provided for enabling betting to take place on the track), that part shall continue
to be made available for the purposes of enabling betting operators and betting operators’ assistants to use
it for carrying on business in connection with providing facilities for betting.

(3) Sub-paragraph (2) is without prejudice to any application under section 187 of the 2005 Act
(application to vary a premises licence) to change the location of the part of the track to which that sub-
paragraph applies.

(4) Where such an application is granted, sub-paragraph (2) is to have eVect as if it required the licence
holder to ensure that the part of the track identified in the application as the new location for the area
referred to in that sub-paragraph is made available for the purposes of enabling betting operators and
betting operators’ assistants to carry on business in connection with providing facilities for betting.

(5) References in this paragraph to an “existing betting area” are to any part of the track which is required
to be made available in accordance with the preceding provisions of this paragraph for the purposes of
enabling betting operators and betting operators’ assistants to carry on business in connection with
providing facilities for betting.

(6) The charge for admission to an existing betting area for the purposes of carrying on business in
connection with providing facilities for betting shall not exceed:

(a) where payable by a betting operator, five times the cost of the highest charge paid by members of
the public who are authorised to enter that part of the track; and

(b) where payable by a betting operator’s assistant, the cost of the highest charge paid by members of
the public who are authorised to enter that part of the track.

(7) A betting operator or betting operator’s assistant shall not be charged, for admission to an existing
betting area, an amount which diVers from that charged to any other betting operator or betting operator’s
assistant for admission to that part of the track.

(8) No charges may be made to betting operators and betting operators’ assistants who are admitted to
the existing betting areas of the track, other than:

(a) he charge for admission in accordance with sub-paragraphs (6) and (7), and

(b) charges levied to cover costs reasonably incurred in connection with enabling betting operators
and betting operators’ assistants to operate in the existing betting area.

(9) This paragraph shall not apply after 31August 2012.

2. (1) Subject to sub-paragraph (4), this paragraph shall apply to all track premises licences in respect of
premises that are horseracing tracks.

(2) The licence holder shall provide a place on the premises where betting operators and betting
operators’ assistants, including small-scale operators, may carry on business in connection with providing
facilities for betting and to which the public may resort for the purpose of betting.

(3) The reference in this paragraph to “small-scale operators” shall have the same meaning as prescribed
in The Gambling Act 2005 (Definition of Small-scale Operator) Regulations 2006(10).

(4) This paragraph shall only apply after 31 August 2012.

October 2007

Letter from Blake Lapthorn Tarlo Lyons on behalf of TaVy Ltd to the Committee—12 November 2007

We write further to the written submissions we sent to you on behalf of our clients, Victor Chandler
International and Donald and Garry Morrill trading as TaVy Limited.

We note from the UK Parliament press release of 7 November 2007 that the Culture, Media and Sport
Committee into On-course Horserace Betting will be holding a single oral evidence session as part of its
inquiry into on-course horseracing betting. The Committee’s decision as to the witnesses it is calling causes
our clients some concern. We refer in particular to the NJPC, Mr Clive Reams and Mr Robin Grossmith.

As you will know, Mr Reams was formerly the General Manager and then the Chief Executive of the
NJPC and he has been subject to much criticism about the way in which the NJPC administered the
integration of the lists in 1998 and, in particular, his own role in the integration of the lists in the Southern
Area has been the subject of scrutiny by the DCMS amongst others. Mr Grossmith was a member of the
appeals panel that dismissed some 272 appeals from aggrieved on-course bookmakers.

The appeal process, as well as the general administration by the NJPC, has been subject to criticism by
the DCMS and the Minister in respect of its inadequate paperwork and shortcomings in its administration.
The OFT undertook a four-year investigation into a potential infringement by the NJPC of competition law
that it closed for administrative reasons in December 2006 because of the prospective closure of the NJPC
in September 2007 with the implementation of the Gambling Act 2005. During its investigation, the OFT
had formed a provisional view that it had discovered “significant competition concerns” and that it had
“amassed good evidence of an infringement of the Act”.
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In a letter from Richard Caborn to Iain Duncan Smith of 27 June 2007, Mr Caborn said, “there were
shortcomings in the NJPC’s administrative process in late 1998/early 1999, and that the NJPC was under
resourced during this period. As a result of this decision-making was rushed and it may be that individual
bookmakers such as the Morrills and Mr David Overton were not adequately informed of the formula that
was being used to allocate seniority positions, and of the reasons why their subsequent appeals were
dismissed.”

Mr Caborn did not feel that an independent review would be merited or in the public interest, however,
he did say that the Working Party addressing the regulation and administration of racecourse betting areas
has undertaken to consult bookmakers on their proposals for the administration of on-course betting. In
fact, the Working Party is not directly dealing with the problem concerning the future of bookmakers’ lists
hence the establishment of this Committee. Yet this Committee is only proposing to hear from one
bookmaker speaking in his own capacity, Mr Johnson. The Committee is not at present intending to hear
any evidence from the larger long established bookmaker chains in Britain who operate on the track or,
indeed, from any of the smaller independent bookmakers who can pass on their knowledge and experience
from the ground up. It appears that the Committee is intending to rely on the evidence of Mr Reams, Mr
Grossmith and the NJPC to represent the view of the on-course bookmakers and, if so, we are instructed
that evidence is unlikely to be viewed as either representative or credible by many bookmakers in the
industry. We would respectfully submit that the Committee should appoint a further day for the hearing of
evidence primarily from the industry itself and the individuals and companies upon whom the life of the
betting ring will depend in the future.

Memorandum submitted by David Overton

Firstly my background, my business was started my grandfather after the first world war, his licence was
signed by Winston Churchill. He died in 1949 and the business was continued by my father and his brother.
In 1978 my father transferred into the Tattersalls rings and I took over the business in 1987 and eventually
I became the number one bookmaker in my section which was completely separated from the main ring,
just as the rails bookmakers were.

I expect that you have had submissions from a number of bookmakers.

Our associations have asked us to write to our MPs with regard to the tenure of bookmakers positions
from September 2012.

I find it staggering that these people have the cheek to ask me and people like me to contact our MPs on
this issue.

I was the number one bookmaker in my section prior to the NJPC. In no time at all my guaranteed right
to go to work was withdrawn on at least 100 days a year The self same bookmakers who reduced the number
of bookmaker’s pitches on a daily basis are by and large the same people who are now expecting me to
support them in case the same thing should happen to them.

Don’t do to others what you would not want done to yourself!

A variety of methods were used to determine the NJPC lists in the Southern area, for example:

David Ovetton away Positions based on inherited and or personal starting dates
Harry Murrall away Positions based on highest position achieved, either inherited or personal

(the continuity of starting dates was not available)
Young Maynard away Positions were neither based on starting dates or highest position

achieved.
Positions based on Southern BPA pitch numbers.Victoria Blower rails

For each away bookie it was the worst case scenario, for the rails bookie, with a 1993 start date he
won the jackpot.

On the same subject it is clear that all positions were meant to be based upon staring dates which
despite the statements from the NJPC were in fact freely available.

William Hills and Ladbrokes were major losers. Had their positions been based on the company start
dates rather than the “method” used then both would have been far better oV. Hills in particular.

Before any new admin is put in place the anomalies created by the NJPC should be put right.

The NJPC has been misleading MPs, judges, solicitors and the Parliamentary Ombudsman.

Myself, another southern area bookmaker and a Welsh area bookmaker all appealed independently to
the Ombudsman. Each of us complained regarding our individual treatment by the NJPC.

Since each of us was treated diVerently when replying to the Ombudsman the NJPC must have given a
totally diVerent explanation for each of us.

Later the NJPC wrote to Iain Duncan Smith and implied that it had used only one method for the
South and Welsh areas.
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My grandfather used to say that liars need good memories.

As for the NJPC and it’s finances, when it was overcharging bookmakers through the auction system it
accumulated a lot of spare cash, the vast majority of this from Tatts bookmakers, It then came up with
an ingenious scheme, it spent £1.4 million on rails joints so each rails bookmaker had a joint on each
race course and did not have to have the inconvenience of transporting their equipment from track to
track like the rest of us.

This meant that a rails bookmaker with 15 track positions had in eVect 15 joints.

To recoup its investment the NJPC charged £15 ! VAT daily rental per joint. This has now been
reduced to £10 ! VAT and the proposal now is to reduce it to £5. Its income from the rental so far is
about £585,000, I do not know if this figure includes the VAT.

This means that the NJPC is losing about £800,000 plus interest on this scheme. Obviously the value of
this “investment” has been greatly devalued by reducing the income. Rounding up the income to
£100,000 per annum this produced about £2000 a week towards the running of the NJPC. Without this
income the proposal now is to double the daily charge to bookmakers to finance the future company.

The chairman and two independent members of the NJPC are appointed by the Levy Board. If this is
an example of how to run a business it’s no wonder that the Levy Board keeps having a shortfall of cash.

October 2007

Memorandum submitted by Adrian Pariser

Please find below my views on the three terms of reference. I also fully support the submission by the
Federation of Racecourse Bookmakers.

My Background

My name is Adrian Pariser. I am a 55-year-old on-course bookmaker whose family has been involved in
racecourse betting for 81 years when my Grandfather started bookmaking. I went to the London School of
Economics before joining the business in 1974.

The majority of my present pick positions are inherited but since 1999 I have also spent around £50,000
improving my positions on the present lists. I hold a significant, strong portfolio of picks:

Tattersalls Rails

Royal Ascot 1 Cheltenham 14
Ascot Flat 1 Newmarket July 12
Ascot NH 1 Plumpton 6
Kempton NH 1 Newbury 8
Lingfield Turf 1 Windsor 9
Lingfield AW 2 Goodwood 9
Brighton 2 Fontwell 8
Epsom 2
Kempton Flat 3
Newmarket Rowley 3
Goodwood July 5
Sandown 5

Despite the strength of my picks, despite the years of experience I and my family have, it has been a
struggle over the past three years to break even after taking home a very modest wage. The proliferation of
Internet betting sites, (primarily Betfair), has clearly had a negative impact on business. Larger customers
have stayed away from the racecourse—despite our percentages tumbling to an extremely competitive level
(some would say suicidal level).

What the likely eVects would be of allocating on-course betting pitches on a purely commercial basis, as has
been proposed by the Racecourse Association

— Smaller businesses would be priced out of the racecourse.

— Many old established traditional bookmakers would be lost.

— It could allow those who do not understand the intricacies of racecourse bookmaking to take over
the betting ring, as they would be willing to pay an inappropriate charge.

— Conceivably the larger oV-course bookmakers could control all parts of the ring—clearly there
would be a competition issue.

— On-course bookmaker attendances would slump even further than the current level.

— There would be a great lack of confidence within the on-course bookmaking industry.
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— The on-course betting public could suVer from a lack of service, variety and the loss of we
traditional bookmakers; the betting public oV-course could suVer from poorer Starting Price
returns.

Discussion over new agreements with the RCA is not a problem if both sides realise they work best with
mutual respect. The RCA’s stance is disdainful to racecourse bookmakers. “We will not recognise
bookmakers’ lists”. No ambiguity. No respect. No tradition. Just money.

What indications on security of tenure, if any, were given to those buying positions on bookmakers’ lists in
recent years

— From the first NJPC newsletter August 1998, “The NJPC has been established by the HBLB to
implement the changes approved by the Levy Board to the administration of betting rings on
British Racecourses”. A Government body at the forefront of the changes.

— From the same newsletter “The NJPC comprises three independent members appointed by the
HBLB, two members appointed by the Racecourse Association and two bookmaker
representatives” Again three members appointed by a Government body and the full inclusion of
the RCA!

— The NJPC road shows talked about “security”, about “confidence”, about “career bookmakers”.
They actively encouraged bookmakers to sell and buy picks.

— The new system replaced one that had remained quite unaltered for around 70 years. The new
system was brokered by a government department. It was quite reasonable to extrapolate that the
new system, which allowed for huge amounts of money to change hands, would last at least as
long—if not indefinitely.

— Similarly, it was quite reasonable to assume that the picks were bought and sold because there was
a long-term future in bookmaking.

It would have been inconceivable that picks would have been bought and sold for the amount they traded
for if any of us had even the slightest indication that the picks had an expiry date. The RCA’s assertion that
this situation has been known about for years is unacceptable. They may have known, but despite their
position on the NJPC, they did not tell on-course bookmakers. It was only in February 2005 that authorised
bookmakers were alerted on the transfer forms to be aware of the full implications of the forthcoming
Gambling Bill. How could we know what they may be even then?

The prices paid show that the positions on the lists were not sold on the basis of a short-term lease. It
would have been uneconomical. We are not that silly or naı̈ve.

What the role of the Government should be in the process for agreeing on a future framework for allocation of
on-course pitches for bookmakers

— The RCA, by dint of its draconian and intransigent stance it took immediately the Act was
assured, has shown itself to be untrustworthy.

— The RCA, in it’s press release after the Westminster Hall Debate 4 July 2007, welcomed the
comments made by the Minister for Sport, yet, incredibly, failed to mention the previous hour and
a quarters debate where all sides of the house spoke against the RCA’s stated intention “that as
from 31 August 2012 they will not recognise bookmakers’ lists”.

— Whilst it is been comforting and encouraging to hear that the DCMS will be working closely with
the racecourses and bookmaking bodies to resolve issues that have arisen, it really doesn’t mean
a lot if there are no statutory powers to stop the RCA acting unilaterally.

— We need recognition that the current pick lists are an integral part of all future administration of
on-course bookmakers—as was the intention when they were set up.

— We need security.

The Government, unintentionally through the Gambling Act, has removed that security and not replaced
it.U The RCA has taken advantage of the situation. Picks cannot be sold whilst the RCA’s threat hangs over
us. People have seriously lost more than their livelihoods—many would have lost their life savings unless
the matter is resolved—and givenUthe RCA’s stance—resolved by statute.

In Conclusion

— A new system was introduced in 1998 by a quango of a Government department.

— It introduced the buying and selling of pick positions.

— This replaced a system that had been in use for many decades.

— It was therefore quite reasonable to assume that the new system would last for many, many years.
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— The reason the RCA have been able to say that they will not recognise the lists from 2012 is because
of their interpretation of the Gambling Act 2005.

— Hundreds of racecourse bookmakers will lose many thousands of pounds.

October 2007

This position has been endorsed by Celia Barlow MP who feels that important lessons can be learnt from
her constituent’s experience.

Memorandum submitted by John T Morrill

1. What the likely eVects would be of allocating on-course betting pitches on a purely commercial basis, as
has been proposed by the Racecourse Association?

The result would be that:

(a) the racecourse owner will divert the betting public to bet for his benefit;

(b) if a racecourse were permitted to do so then bookmaker attendances would fall oV because no
bookmaker would be prepared to bet at a course where he had no chance of competing on a level
playing field;

(c) the result would be that, with fewer bookmakers in the main betting ring, the competition would
be less intense and the public would get worse prices on and oV course than they do at present;

(d) if commercial decisions were permitted the ring pitches at the bottom of the ring would become
worse than they are now and that would mean fewer bookmakers. In such circumstances the public
would suVer;

(e) since 1928 the charges to bookmakers have been limited by law. The primary purpose was to
benefit the betting public. If bookmakers benefited, that was not the purpose of legislation;

(f) the overriding principle was to prevent a monopoly in betting through financial muscle.

2. What indications on security of tenure, if any, were given to those buying positions on bookmakers’ lists
in recent years?

(a) There are no statutory conditions on security of tenure for individual bookmakers;

(b) there is a statutory obligation upon the racecourse owner not merely to provide space where
bookmaking can be conveniently carried on, but to consider, under the head of convenience, the
numbers of public who wish to bet, and the designated numbers of bookmakers required to
accommodate them, but these are matters of the general management of the course and the
running of the owner’s business;

(c) therefore, in order to ensure good administration, racecourse owners have recognised the
bookmakers’ lists of seniority for the past 50 years;

(d) the recent recognition for the transfer of buying positions on bookmakers’ lists, following
recommendations agreed by a Government appointed sub-committee are to be found in the HBLB
Final Report, March 1998.

3. What the role of Government should be in the process for agreeing on a future framework for allocation
of on-course pitches for bookmakers.

(a) The role of Government, in the public interest, should be that owners of racecourses should not
be permitted to restrict the numbers of bookmakers unreasonably and in bad faith for a purely
commercial basis, as has been shown in a recent OYce of Fair Trading investigation.

Summary

To protect society and individuals, who on account of infancy or other cause are deemed incapable of
safeguarding themselves adequately from the eVects of their self indulgence, is the principal basis on which
Parliament has interfered from time to time with the conduct of on-course betting transactions.

By permitting racecourse owners to enter into commercial decisions with bookmakers for the allocation
of a space will only encourage the criminal element to infiltrate racecourse owners in order to divert the
public to bet for the interest of themselves, other than the public interest.

It is evident that very great developments had taken place in the public’s betting habits since the advent
of internet betting and betting exchanges and that this has aroused interest in those within the industry who
seek financial gain from such facilities and those who seek profit other than by honest means.

It may not have been the intention of Parliament to increase the profits of one section of the horse racing
industry at the expense of another, but the end result will certainly be that the conglomerate bookmakers
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will use their financial muscle, influences in the show business world, along with the best accountants and
legal advisers to influence racecourse management/owners to increase profits, thereby dominating and
controlling the percentage for the ascertainment of starting price returns/industry prices.

October 2007

Memorandum submitted by Patrick Nixon

Introduction

I am Patrick Nixon, Secretary to the Bookmakers’ Committee at the Horserace Betting Levy Board. The
Bookmakers’ Committee is a statutory body charged with making annual recommendations to the Levy
Board in respect of the terms and conditions to be applied to the annual Levy Scheme. The Committee’s
membership includes two racecourse bookmakers, both of them members of the National Association of
Bookmakers who are thus aYliated to the Federation of Racecourse Bookmakers.

I have some expertise in the issues before the Committee having written a detailed paper for DCMS in
December 2006, drawing attention to what we saw as a lack of progress in resolving what were then the
many outstanding issues relating to betting on racecourses after the Gambling Act came into eVect on 1st
September 2007. Most of the issues raised have been addressed by a Working Group established by DCMS
for the purpose; however, the matter of bookmakers’ lists proved quite intractable for reasons which the
Committee will understand only too well.

I attended the Oral Evidence Session held by the Culture, Media and Sport Select Committee on 13th
November 2007 as a member of the public. Having heard the proceedings, I felt it might be helpful to
Committee members to clarify certain issues raised in evidence. I am doing so because, as Committee
members present clearly understood, the issue of recognition of the bookmakers’ lists going forward is of
crucial importance and it is thus vital that the Committee has a clear view of the key points when forming
its own judgements.

Preamble to the National Pitch Rules

Mr Atkin said in evidence that the preamble to the National Pitch Rules, no longer extant since the
Certificate of Approval was removed as an authority by the Gambling Act, made it clear to bookmakers
that they had no right of tenure.

The relevant section of the preamble is worded as follows:

“Nothing contained in these Rules relating to the allocation of pitches at horse racecourses shall
confer upon any bookmaker any right of entry to any betting ring or entitlement to occupy, whether
by licence or otherwise, any area or areas in any betting ring.”

The Committee will have understood that the trading of positions on the picking list at any particular
racecourse results in the acquisition by the purchaser of a non-tangible asset, ie, a position on a list and thus
the priority enjoyed in the order in which a bookmaker chooses the pitch at which he will stand on a given
day. Whilst it is usual for the bookmaker who is first on the list at a racecourse to choose the No 1 position,
he/she is, of course, free to select any other pitch on that particular occasion if he/she so wishes.

What is referred to in the preamble is the actual ground, owned by the racecourse, upon which the
diVerent pitches are located which would, if it was available to purchase, be a tangible asset. However,
bookmakers are not claiming that they have tenure of any particular pitch or piece of ground. Perhaps the
usage is unusual but “tenure” in this context relates solely to a non-tangible asset, ie, a position on a list;
not a right to enter upon or stand at a particular location on a racecourse.

For this reason, the preamble is thus not really relevant to the issue of the lists.

The Levy Board Certificate of Approval

On two occasions, the Committee heard evidence that the lists were not provided for in the previous
legislation and thus there was no reason to have provided for them in the 2005 Gambling Act.

That is correct, insofar as there was no such provision on the face of any of the previous Acts. However,
it may be said that the legal position changed when the Levy Board, led by its Chairman and Government-
appointed independent members and with the full knowledge of the Home OYce (the responsible
Government Department at that time) intervened in 1998, and created the NJPC and the administrative
structure which went with it, including the National Pitch Rules, now abolished as a consequence of the
Gambling Act.
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So, whilst it is correct to say that the matter of lists, tenure etc were notUoriginally the subject of legislative
provision under the 1963 Betting, Gaming & Lotteries Act, this ignores the subsequent fact that the NJPC
system was introduced by the HBLBUin 1998 and given statutory backing under the Board’s certification of
racecourses provided for under s13 of that Act.

Mr Farrelly perceptively asked whether, had the Gambling Act not been passed, the racecourses would
now be in a position to, in eVect, tear up their Certificates of Approval and the attendant conditions.

The answer of course is “no”, which, after some prevarication, was conceded.

Therefore, because the list system was contained within the National Pitch Rules, recognition of which
was a condition of the Certificate of Approval, the system was, indeed, statutorily backed.

The DCMS 2003 Position Paper

There were several references to the clarity or otherwise of the DCMS Position Paper published in 2003
but few, if any, to the responses which it elicited. One of these, The Impact of Licensing Changes on
Racecourse Bookmakers was forwarded to DCMS in March 2004. This paper has already been submitted
to the Committee in evidence and clearly sets out the issues relating to tenure. No action was taken in
response to this paper.

Following an enquiry by a former Head of the Betting and Racing Team on 28 October 2004, the then
Chief Executive of the Levy Board, Mr Rodney Brack, articulated the Levy Board’s opinion clearly in a
letter dated 29 October 2004, of which the Committee also has a copy as part of the Levy Board’s written
evidence.

At the oral session, you quoted a relevant extract from this letter which read:
“It is our view, therefore, that bookmakers have no security of tenure over anything. All they have is
their seniority positions on the various Bookmakers’ Lists as a basis for choosing their daily standing
positions while the current Certificates of Approval remain in place.”

However, as you will be aware, the letter went on to say:
“As and when the Board’s Certificates of Approval are revoked, the related conditions, incorporating
the National Pitch Rules, will cease to exist and will, no doubt, be replaced on the following day by
new arrangements to be determined by the Gambling Commission.”

In fact, the Gambling Commission has shown no interest in the National Pitch Rules except insofar as
they applied to the objectives of the legislation.

However, the significant point is that there was an expectation at a senior level at the Levy Board that,
when the National Pitch Rules ceased to have validity, an authoritative structure would replace them.

This helpful letter received no response and never achieved wider circulation. Had it done so, it is arguable
that the important issues it raised would have been fully addressed at the time, ie, before the Bill passed
into law.

The Five-Times Rule

Mr Atkin pointed out that the current “five-times Rule” takes no account of the ability of bookmakers
to pay, saying that smaller bookmakers lower down the picking list must pay the same as the senior players
at the top. Whilst there is no suggestion that the current policy regarding the abolition of the Rule in 2012
should be changed, the Select Committee may wish to note that the law relates to a maximum charge of five-
times the entry fee.

If Mr Atkin’s concern for the lowlier brethren of the on-course bookmaking fraternity were genuine, he
could have mentioned to you that his members are perfectly free to charge them less than 5-times the entry
fee and always have been.

Conclusion

Because of this substantial investment made by many people subsequent to the introduction of the list
system, there was, at the very least, a prima facie case for addressing the situation in the 2005 legislation (or
its Default Conditions), given the legal status of the Certificates of Approval and the conditions attendant
upon them. In fact the Department either omitted to address the matter or chose not to take any steps to
prevent the current situation occurring, which is why the issue has escalated to the level it has.

I must be clear in stressing that no responsibility for the manner in which these issues were handled by
the Department in 2003–04 can attach to those currently in oYce, either at ministerial or oYcial level. All
the personalities have changed during the intervening period.

In conclusion, I should say that no bookmaker believes that, when it passed the Gambling Bill into law,
Parliament intended for a situation to evolve whereby racecourses would, as a consequence of that
legislation, be in a position to render the investments made by bookmakers worthless by refusing to
recognise a legitimate asset which, whilst it may be intangible, is none the less real for being so.

November 2007
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Memorandum submitted by Angus Crichton-Miller

I read with great interest the coverage of the inquiry regarding on-course bookmakers’ pitches which
you chaired.

I was deeply involved in the administration of horseracing from 1997–2001. During that period I was
Chairman of the Racecourse Association and a member of both the British Horseracing Board (BHB) and
the Horserace Betting Levy Board (HBLB). It was during that period that the National Joint Pitch Council
(NJPC) was formed and the first sale of bookmakers’ positions took place. I actually attended the first sale,
which was at Sandown Park in December 1998.

My reason for writing is straightforward. As someone who knew exactly what the issues were at that time,
not least the crucial matter of security of tenure, I cannot sit idly by while, at least according to the Racing
Post, various bookmakers and others, including Clive Reams, claim that potential buyers were assured that
any pitches bought would enjoy the same rights as those then enjoyed in perpetuity. That is an extremely
serious lie that needs to be challenged. At no stage did the Levy Board or NJPC make any such commitment.
Indeed, at the first sale, the question of security of tenure was raised. The answer given was that no guarantee
could be given, and that, eVectively, any purchaser was merely putting themselves in the same position as
the bookmaker whose rights he/she was acquiring.

The bookmakers who bought pitches at the sale knew they were not acquiring property rights. They knew
that they were taking a chance and had to take a view about the value of what they were buying. That view
would have taken into account not only the limited rights, but the future of the individual racecourses and
the prospects for on-course bookmaking in general. One can’t think of people better qualified to calculate
the odds!

I have no desire to get involved in the question of what should now happen, but I did not want the Select
Committee to be blatantly misled on a point which is fundamental to any deliberation of the matter.

November 2007

Supplementary memorandum submitted by David Overton

Please find enclosed a copy of my letter to your colleague on the Select Committee.

Perhaps it would have been prudent for someone to have taken legal advice a long while ago.

As I have said in my letter there has been no “security of tenure” for many bookmakers since the NJPC
took over. This included family businesses with 20 years behind them.

My father took over the family business which was started by his father soon after the first world war.

My father transferred from the silver ring into Tatts in 1978 and I took over in 1987. I have had no rights
to go to work on many days since the NJPC took over. Yet some bookmakers with little or no seniority were
guaranteed to work.

I find it incredible that some of those people speaking before the Select Committee have the temerity to
ask for security of tenure when it was they that have denied the very same to others since October 1998.

November 2007

Letter from David Overton to Adrian Sanders MP—23 November 2007

I am writing to you because Simon Hughes is my MP and you represent the Liberal party.

Simon has written a number of letters and also attended several meetings on my behalf with regard to the
activities of the NJPC.

I have read through submissions made on behalf of racecourse bookmakers and the common theme is
security of tenure.

I find it ironic that the same bookmakers who are motivating their colleagues to ask the Select Committee
for help are, in most cases, the same people who quite happily prevented other bookmakers from working
by cutting the number of bookmakers allowed to attend in order to increase their own business. I had
permanent pitches until the NJPC arrived but I have had no security of tenure since thanks to my former
“colleagues” and the LJPC backed up by the NJPC.

My “security of tenure” was taken from me on at least 100 days a year. It still is! This was done by the
Local Joint Pitch Council. At Lingfield the LJPC rep was not there until 1999 so I fail to see how he was an
expert on bookmaker numbers. There was also a certain amount of insider trading.

At Ascot, in my section, I was the number one pitch holder and also the number one in seniority yet on
many days I am cut out of the numbers.

Two bookmakers were added to the rails list after the NJPC took over in October 1998, so in eVect the
first time they could operate was in the spring of 1999, yet were guaranteed to operate any time they wished.
They overtook bookmakers who had a 25-year start on them.
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This was achieved by not applying the one and only agreed method but by using various methods to
establish the seniority positions. This despite the fact that we were assured that only one method would be
for all bookmakers.

Those bookmakers representing the Rails Association benefited from the change in seniority from
starting dates to previous pitch numbers. (They will be able to show exceptions if this did not happen but
by and large this is what happened.)

William Hills should have been first using the agreed method but they were denied their correct positions.
I have evidence to support this.

Hills recently bought the number two position at Brighton. Done correctly they would have been first with
25 years to spare.

This altered method put hundreds of thousands of pounds into the pockets of certain bookmakers which
the historic records could not support, chiefly at the expense of Hills and Ladbrokes.

Iain Duncan Smith has done an awful lot of work on behalf of his constitutent and is fully aware of
everything that took place.

In my section, as an Away bookmaker, I can show how diVerent seniority was awarded to each of us.

This from “an independent impartial regulatory body”.

There are many questions that deserve a complete explanation from the NJPC. The NJPC quite happily
mislead the Ombudsman, MPs and anybody else that asked awkward questions.

With regard to the appeals procedure I understand that the DCMS could find no evidence of appeals
taking place after the appeal procedure was closed.

Without looking I can name two people who appealed months after the appeal procedure was closed.

Under the circumstances I think that the validity of the lists should be questioned before any security of
tenure is discussed.

Perhaps those that seek your help now could explain why their rights should be guaranteed after they had
happily taken away the rights of other bookmakers.

In my case, after 20 years. My father had transferred from the silver ring into Tatts in 1978.

Further supplementary memorandum submitted by the Federation of Racecourse Bookmakers (FRB)

Letter from the Racecourse Association to Robin Grossmith—27 November 2007

I refer to our telephone conversation and it was good to talk to you again. As we agreed, we both look
forward to seeing the Select Committee’s Report. In the meantime we would like to continue to move things
forward. I hope I explained again the racecourse position which is, of course, detailed in our submission to
the Select Committee. Put simply, list positions will have no value in the future. Racecourses cannot in any
way accept the arguments about security of tenure, asset values and indeed suggestions of compensation;
we are very much focused on what will happen leading up to and in 2012. In that respect we have developed
a framework which we have sent to the Minister on 6 November 2007. I am pleased to enclose a copy of
that framework. It is my belief that racecourses will wish to honour the relationship and loyalty of
bookmakers and based on the introduction of market-based pricing from 2012, should be able to give
individual bookmakers the opportunity to continue to trade their businesses. This approach has been
endorsed by the RCA Board.

However, implementation of any arrangements will and must be left to individual racecourses and groups.
If you would like to discuss this suggested framework we will be pleased to do so.

It is very important that we bring this matter to a close and that individual bookmakers and racecourses
can get on with establishing sensible future commercial arrangements that are to the benefit of all parties.
If this is not possible then it will inevitably lead to a more fundamental review by the RCA of on-course
betting to ensure that we can continue to deliver services to our customers.

Further supplementary memorandum submitted by the Federation of Racecourse Bookmakers (FRB)

Racecourse Association Position Paper presented to the National Association
of Bookmakers in September 1997

The attached pages are extracts from the Racecourse Association’s position paper presented to the
National Association of Bookmakers in September 1997. This document puts forward the RCA’s views with
regard to the introduction of a trading system for on-course bookmakers’ seniority positions (that was
established in 1998 following agreement of all parties).
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Racecourse Recognition of Seniority Lists

1. The one-line fourth paragraph of section 14 states that “in eVect there is one list of bookmakers in the
order of seniority”. This statement is then followed in paragraph 6 with the RCA’s view that “pitches are
allotted strictly in accordance with seniority”.

2. In the oral evidence session (see transcript page 37), Caroline Davies stated that “the lists are the
bookmakers lists. They are not the racecourses lists.”

3. Ms Davies’ statement does not align with their 1997 position. According to section 14 of the RCA’s
1997 paper, the RCA agreed that the physical pitches on racecourses are allotted according to the seniority
list—a system which indisputably involved the racecourses, had racecourse approval and indeed was
recommended by the RCA.

4. These statements in the RCA’s 1997 document also demonstrate that racecourses recognised
bookmakers’ seniority lists before the introduction of the trading system in 1998. This contradicts the RCA’s
view that list recognition was merely an unintended consequence of Certificates of Approval.

5. Indeed, paragraph 2 of section 14 states that “it must be acknowledged that when introduced more
than 60 years ago it (the pre-1998 list system) brought order out of chaos and has maintained that order ever
since.” This statement contradicts any RCA denial that racecourses have ever recognised lists. According
to the RCA (in 1997), they had been adhering to the list system for 60 years.

Once the 1998 Trading System was Established Subsequent to the RCA’s Recommendations in 1997,
the RCA did not Envisage Further Significant Changes to the System

1. Paragraph 6 of section 14 states that “it has now been agreed that ‘seniority’ can be bought and sold”.

2. The RCA envisaged that these changes (ie introduction of buying and selling) would “eVect a major
revision of the ring”.

3. The RCA also stated at the end of paragraph 6 that “once this has been achieved little further
significant movement is anticipated”

4. The RCA recommended the introduction of buying and selling of list positions. The RCA then
categorically stated that once this system was in place then they anticipated little further change. This
radically contrasts with their decision to demolish the entire system with the announcement of 14 March
2007.

5. No party envisaged a change in the trading system that was established in 1998, including the RCA.
List positions were, de facto, held in perpetuity.

List Positions—Unanimous Agreement that they do not Confer Property Rights

1. In the oral evidence session, Stephen Atkin stated that “the list positions are not property, in our view.”
He later goes on to say that “I think it is a diVerence of view as to what they have actually bought. As I say,
we do not believe that they have bought property” (transcript p 30).

2. Back in 1997 it was understood by all parties involved that list positions conferred no property rights.
It is both wrong and disingenuous to portray this as an area of dispute.

3. Paragraph 1 of section 15 of the RCA’s 1997 position paper states that “bearing in mind the legal
advice received by both the RCA and NAB it has been agreed that the facility to buy and sell pitches as such
(ie specific plot of land on a racecourse) is deemed to be unacceptable to the RCA as such a transaction
would confer proprietary rights to the purchaser who would have, in eVect, property rights conferred to him
by the racecourse concerned”.

4. The following paragraph states that “as a result of this the NAB developed the Transfer of Seniority
Scheme, which does not confer any property rights.”

5. It was the on-course bookmakers themselves who drew up the system of seniority transfer. They were
therefore well aware that seniority positions did not confer property rights. This issue was resolved and
agreed way back in 1997. The RCA fully assented to the Transfer of Seniority Scheme.

Conclusion

In the oral evidence session, Stephen Atkin stated that “I like to base my views and opinions on evidence”
(see p 44 transcript).

December 2007
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Annexe
Extract from the Racecourse Association’s Position Paper—September 1997

Bookmaker Seniority and Attendance

The present system of seniority is long established and broadly speaking is satisfactory to the bookmakers
themselves—at least to those bookmakers whose seniority under the system is such as to provide them with
the opportunities they want. To those of low seniority it can prove frustrating, with opportunities to bet
severely restricted.

Despite the criticisms of the present system levelled by racecourses and waiting list bookmakers, it must
be acknowledged that when introduced more than 60 years ago it brought order out of chaos and has
maintained that order ever since. Changes to the system are certain to meet with opposition and to minimise
this it is proposed to maintain as many of the existing principles as possible.

The seniority of pitch bookmakers (authorised bookmakers) is defined in the rules as dating from the day
on which they were first allotted a permanent pitch in the ring in which they operate (or on the Rails).
Waiting list bookmakers earn their seniority from the date on which their name was added to the list.

In eVect there is one list of bookmakers in the order of seniority, albeit that the list is presently divided into:

(a) Pitch bookmakers;

(b) The Supplementary List;

(c) The Extended Supplementary List;

(d) The Waiting List.

The combination into one list would not aVect the seniority of any person on it, but would remove the
necessary categorisations. Any combination beyond merging (b) and (c) would destroy the concept of
designated numbers and/or the necessary protection for the public. Merging (a) with any of the others would
remove the right of pitch holders to bet in excess of the designated number. Merging (d) with (c) would mean
that any bookmaker was eligible to bet as soon as he had joined the waiting list, before he had been approved
or lodged a bond, which many waiting list bookmakers do not wish to do until they are in a position to bet
regularly. There is scope for simplyfing the waiting lists by phasing out the advantage given to
supplementary list bookmakers (ie merging (b) and (c)), as originally agreed in 1992 at the inception of
the ESL.

Pitches are allotted strictly in accordance with seniority. However it has now been agreed that “seniority”
can be bought and sold by oVering the rights attendant on that precedence to those in descending order of
seniority below that of the seller. This in itself is liable to result in the retirement of a number of long-serving
bookmakers and eVect a major revision of the ring. Once that has been achieved little further significant
movement is anticipated.

While the NAB has still to finalise details of the Transfer of Seniroity Scheme, it is not expected to diVer
greatly from the Draft paper.

Transfer of Seniority Scheme

Beaing in mind the legal advice received by both the RCA and NAB it has been agreed that the facility
to buy and sell pitches as such (ie a specific plot of land on a racecourse) is deemed to be unacceptable to
the RCA as such a transaction would confer proprietary rights to the purchaser who would have, in eVect,
property rights conferred to him by the racecourse concerned.

As a result of this the NAB developed the Transfer of Seniority Scheme, which does not confer any
property rights.

The NAB have yet to finalise the details appertaining to this Scheme, however, the outline provisions of
the Scheme are, as under, subject to adjustment and modifications yet to be decided.

1. That is shall be permissible for a pitch holder to sell his personal seniority to a “willing buyer” who
shall retain rights and responsibilities identifical to those of the seller.

2. That a “willing buyer” must be either:

(i) A pitch holder of the same type in the same ring on the same racecourse.

(ii) A pitch holder in any ring on the same racecourse including “Away”, “Unorthodox” and “Rails”.

(iii) A waiting list bookmaker for the same ring on the same racecourse.

(iv) A waiting list bookmaker for any ring on the same racecourse.

3. Persons other than pitch holders and waiting list bookmakers on the racecourse concerned will not be
permitted to buy seniority.

4. A “Willing buyer” as at (2)(i) to (iv) above will have the right, in order of personal seniority, to be
oVered the “opportunity” to buy, strictly in accordance with the order given in (2) above.



Processed: 18-01-2008 14:25:42 Page Layout: COENEW [O] PPSysB Job: 384490 Unit: PAG2

Culture, Media and Sport Committee: Evidence Ev 107

5. In order to determine the priority right of the “willing buyer” to buy, personal seniority only will be
taken into account, that is to say “inherited seniority” will not confer any advantage in the right to have first
refusal. First refusal, therefore, will be given to the most senior and thereafter to the next senior and so on
in descending order in each category in the order given at (2) above.

6. The valuations of seniority in any ring will be recommended by the relevant Association for acceptance
by the NAB.

7. “Valuations” will be reviewed when considered necessary by local Associations or by NAB.

8. No pitch holder will be under any obligation to buy seniority, but others with less seniority may
overtake him on the seniority scale should he refuse to do so.

9. Any waiting list bookmaker oVered the opportunity to buy seniority at a particular course shall be
obliged to do so, subject to the following:

(i) he will be allowed one refusal without penalty;

(ii) on a second refusal he will be moved 10 places down the waiting list; and

(iii) on a third refusal he will be removed from the waiting list.

Letter from the Racecourse Association to the Department for Culture, Media and
Sport—17 December 2007

List Position Working Party

I am writing, as promised, to confirm our conversation earlier this week. The RCA remains supportive
of the DCMS’ proposal to establish a Working Party to discuss future commercial arrangements between
racecourses and on-course bookmakers for existing betting areas (the Working Party). We further support
your recommendation for an independent Chairman. We have received your draft terms of reference and
our comments are attached.8

I was heartened by your assurance that the DCMS would not consider a Statutory Instrument for the
time being, as we believe that would undermine the work of the Working Party. As I explained, the RCA
believes that an SI is not the right approach, and we would obviously reserve our right to take appropriate
steps should this be necessary. We firmly believe there are commercial solutions to these matters.

We also believe that it will be easier to find a solution if the RCA and FRB understand how the on-course
betting market might develop between now and 2012. We are in early discussions with the FRB about setting
up a study into this which could run in parallel with the Working Party. We will keep you informed of
developments.

As I explained, with a view to providing further impetus to the Working Party and further discussions
with the FRB, the RCA would be prepared, without prejudice, to set aside for the duration of the working
party its March 2007 statement on list positions provided the FRB is also prepared to contemplate a world
where, although list positions may have some relevance in 2012, they would not continue in perpetuity.

I am also pleased to advise that we have begun informal discussions with the FRB on commercial
arrangements post-2012. It is early in the process but we have made a positive start. As these discussions
progress we will keep the Working Party and the DCMS fully informed.

Please let me know if you have any questions. In the light of their interest in the matter, I am copying this
letter to JeV Ennis, MP and John Greenway, MP, joint Chairmen of the All Party Racing Group and John
Whittingdale, Chairman of the CMS Select Committee.

Further supplementary memorandum submitted by the Racecourse Association (RCA)

The Racecourse Association (RCA) and its member racecourses are deeply concerned about the
extremely emotive parliamentary lobbying campaign waged by the Federation of Racecourse Bookmakers
which has grossly misrepresented the facts. At the same time the FRB has refused to engage constructively
on future commercial arrangements, as was intended by the Gambling Act 2005.

We were disappointed to see the Early Day Motion 613 (Racecourse Bookmakers), which does not
correctly summarise the position. It is a gross distortion to imply that the livelihoods of on-course
bookmakers are threatened by either the RCA or member racecourses or indeed that it is unintentionally
facilitated by the Gambling Act 2005. This is a matter that can best be resolved by discussions between the
bookmakers and the racecourses, which are most certainly not being facilitated by this ongoing campaign.

We attach a note which summarises the key issues relating to the bookmaker list positions. Please do
contact us if you require any further information.

8 Not printed.
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On-course Bookmaker Arrangements

Key Facts

1. British racecourses oVer customers a wide choice of betting opportunities on-course through the Tote,
on-course betting shops and the traditional on-course bookmakers. Racecourses, and the RCA, value the
contribution that on-course bookmakers make to the theatre of racing. We want them to remain an
important part of the show.

2. Under legislation with its origins in the 1920’s, the “five times rule” restricted racecourses to charging
five times the public entrance price to bookmakers entering the betting ring on race days to trade.
Bookmakers have been well aware, and particularly since the early 1990’s, that the “five times rule”
prevented the racecourses from establishing commercial arrangements. The bookmaker organisations were
also well aware pre-1998 that no property rights could be created between racecourses and bookmakers and
that racecourses would not “sell” pitches to bookmakers. The National Joint Pitch Council (NJPC),
through the National Pitch Rules, made this clear to bookmakers at the outset in 1998.

3. This led to the bookmakers devising List Positions and the transfer of them as between bookmakers.
Although traded between bookmakers since 1998, a List Position does not and has never entitled
bookmakers to any interest in land on the racecourse. In addition, racecourses have no involvement in the
market for List Positions, nor have they received any financial benefit from the trading of List Positions as
this was, and still is, prohibited by the “five times rule”.

4. Following a parliamentary undertaking, the mandatory and default premises licence conditions
attached to The Gambling Act 2005 (the Act) stipulate that the “five times rule” will continue, in respect of
existing betting areas only, for five years to 31 August 2012. From that point, racecourses would enter into
direct commercial arrangements with on-course bookmakers.

5. Meanwhile, racecourses can now enter into commercial arrangements for new betting areas and this
trade has already started. From 2012 racecourses will have complete freedom to site betting areas on-course
where they believe will best benefit their business and race goers. The principle of commercial arrangements
is welcomed by the RCA and racecourses and is acknowledged by the Federation of Racecourse
Bookmakers (FRB).

6. The FRB has prevented a proper analysis and debate of the issue by engaging in an extremely emotive
campaign that grossly misrepresents the facts. At no stage has the FRB produced any proposals as to how
the commercial market provided for in the 2005 Act would work from 2012. Nor have they had the courtesy
of responding to our proposals.

7. The “five times rule” created a disconnect between the cost of operating a pitch on-course and the
financial return a bookmaker can get from it. The subsequent values generated by trading List Positions
reflected that disconnect. It was inevitable that once the “five times rule” was removed, which is an intended
consequence of the 2005 Act, that values of List Positions would be substantially eroded.

8. There is no reason to suggest that bookmakers and racecourses would not be able to conclude mutually
beneficial commercial arrangements which would enable bookmakers to continue to trade on the
racecourse.

9. Legislation has never prescribed anything regarding List Positions.

10. The ability to trade List Positions only came into eVect in 1998. The body which facilitated this, the
NJPC, never gave any guarantees of security of tenure and its rules and auction literature in 1998 (and all
subsequent versions) made clear that the trade did not compromise racecourse property rights.

11. Anyone buying a List Position was aware that it was dependent upon current arrangements
continuing and appropriate warnings were given by the NJPC for bookmakers to be aware of the full
implications of the Act.

12. Racecourses have never been bound by the trade of List Positions between bookmakers and they were
prevented by legislation (The Betting, Gaming and Lotteries Act 1963) from receiving any commercial
benefit from these trades. Consequently, any rights and obligations were between bookmakers and did not
involve racecourses.

13. Bookmakers have no legal basis to look on List Positions as long-term assets.

14. The RCA has established that the overall level of individual “list values” is not significant and do not
equate to long term assets. In most cases bookmakers will, by 2012, have had between seven and 14 years
to have generated an economic return from the cost of List Positions. Bookmakers do not publish either
their turnover or gross win figures and the FRB has provided no evidence that they have not received fair
value for their trade in List Positions.

15. Government has never involved itself in the issue of List Positions. It should not do so now. The
Minister for Sport has stated that this is a commercial matter between racecourses and bookmakers. That
is the way forward.
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16. The value of List Positions has already been significantly eroded, first by the removal of oV-course
betting deductions In 2002 and the subsequent emergence of competing products, particularly betting
exchanges. It is likely that further substantial changes will evolve over the next five years.

17. The historic values of List Positions were an artificial consequence of the “five times rule”. This
provided that all bookmakers within an existing betting area would pay the same entry charge, although the
profitability of the positions within the ring varied widely.

18. This price fixing mechanism was set in legislation dating back to 1928. Since those times racecourses
have been unable to receive a true return from those operating in betting rings on course.

19. The “five times rule” was widely recognised as anachronistic including in The Budd Report 2001 and
DCMS position paper 2003. Its replacement by a commercial mechanism is not disputed by bookmakers
and was an intended consequence of the 2005 Gambling Act.

20. The replacement of the “five times rule” in 2012 by commercial arrangements would have had a major
eVect on the “value” of positions in the betting rings as charges to bookmakers will be more closely linked
to the profitability of the positions. This was recognised in 2003 by DCMS and this sentiment has been
reflected by the RCA in our recommendation to members that they continue to recognise List Positions until
September 2012.

21. Further than that the RCA has also proposed to the FRB that existing bookmakers be oVered a first
right of refusal of commercial terms in 2012. It would then be up to those bookmakers whether they wished
to continue to trade from those positions.

January 2008

Supplementary memorandum from the Department for Culture, Media and Sport (DCMS)

Existing Betting Areas Working Party

Membership

Sholto Douglas-Home (on behalf of Minister for Sport)—Chairman.

Rails Bookmakers Association.

National Association of Bookmakers.

Federation of Racecourse Bookmakers.

Association of Racecourse Bookmakers.

Racecourse Association.

Arena Leisure.

Secretariat

Department for Culture, Media and Sport.

Agreed Terms of Reference

— By the end of six meetings of the Working Party, or the end of February (whichever is sooner),
to agree a mechanism or mechanisms for allocating positions to bookmakers within racecourses’
existing betting rings that is/are acceptable to both racecourses and bookmakers, and which can
be recommended to racecourses and bookmakers for adoption.

— To this end, to explore possible voluntary, non-legislative solutions that take account both of list
positions and the requirements of racecourses to establish a commercial system governing
bookmakers’ entry into existing betting rings and a system governing the allocation of positions
in existing betting rings, as well as the demise of the National Joint Pitch Council. All discussions
to be without prejudice to the rights of the RCA, FRB and their respective members.

— To take account, as appropriate, of the findings of the proposed study into the shape of the betting
market in 2012.

— To produce a report for DCMS Ministers, setting out the proposed arrangement(s).

— If acceptable arrangements are not identified by the deadline, to produce a report which explains
why such arrangements were not identifiable (or why further time is needed).9

9 If further time is needed, the Department will look to the RCA and FRB jointly to meet the Chairman’s costs.
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— To draw upon DCMS secretariat support as necessary.

— In pursuing the objective of identifying workable solutions, to concentrate mainly on possible
future arrangements rather than debating how the present situation came about.

December 2007
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