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Lotto New Zealand

The business of
Lotto New Zealand
Our purpose
To provide safe gaming that allows New Zealanders to play and win while
contributing money back to New Zealand communities.
The New Zealand Lotteries
Commission (known as Lotto
New Zealand) was established
in 1987 and operates as a Crown
Entity under the Gambling Act 2003.
We exist to promote, organise and
conduct lottery games for the benefit
of New Zealand communities.

Lotto New Zealand’s (Lotto NZ)
primary goal is to generate improved
earnings in order to maximise
the contribution we make to
New Zealand communities,
while minimising the risk of
underage and problem gambling
associated with our products.

The Lotto New Zealand Board
The Lotto New Zealand Board is appointed by the
Government and is responsible for Lotto New Zealand’s
overall policy and direction.

David Tapsell

Matthew Boyd

Deputy Chair

Chair

Monique Cairns

Logan Sears

Keiran Horne

Roanne Parker

Kim Gordon

Mark Todd

The success of our business is built
on the integrity of our products, the
transparency of our systems, and our
commitment to growing our business
without adverse social outcomes.
Lotto NZ operates a world-class
responsible gaming programme that
is certified to the highest possible
level internationally (Level 4) by
the World Lottery Association.
We employ approximately 138
people, who are mostly based in
Auckland, with a small number of
our retail support staff based in other
regions of the country. Our retail
network encompasses 1,549 stores
around the country and employs
more than 5,000 people, making it
the single largest retail network in
New Zealand.
Launching in 1987, Lotto was our first
game and for many years it has
remained New Zealand’s flagship lottery
game. Since then, our product range
has expanded to now include Lotto,
Powerball, Strike, Bullseye, Keno and
Instant Kiwi—both in-store and online.
100 percent of Lotto NZ’s profits are
transferred to the New Zealand
Lottery Grants Board, which works
to build strong, sustainable
communities by distributing this
funding to a wide range of activities
across New Zealand. Each year,
more than 3,000 organisations and
projects around the country receive
essential lottery funding. The Lottery
Grants Board is also a major funder
of Sport New Zealand, Creative
New Zealand and the New Zealand
Film Commission.
In the 32 years that New Zealanders
have been playing Lotto NZ’s games,
over $4.6 billion in lottery funding has
supported New Zealand communities
via the Lottery Grants Board.
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Autonomous Crown Entity

Scrutiny of performance

Lotto NZ’s activities are authorised and controlled
through the Gambling Act 2003. This gives Lotto NZ
four statutory functions:

Accountability
Answerable to
Service provision

• To promote, organise and conduct lotteries.
• To make rules regulating the conduct of those lotteries.
• To advise the Minister of Internal Affairs on matters
relating to lotteries.
• To maximise profits subject to ensuring problem
and underage gambling is minimised.

Public (voters)

Accountable = owed to the person
who assesses performance and has
the authority to decide on rewards
and sanctions.
Answerable = owed to persons/agencies
insofar as they exercise a statutory or
delegated authority to make a legitimate
and lawful request for information.

Parliament
(including Select Committees)

Department of
Internal Affairs
Auditor-General

Minister

State Services
Commission

Treasury

Public (service users)

Lotto NZ
Crown Entity
• Board • Chief Executive
• Our people

Profits transferred to the
NZ Lottery Grants Board

3,000 community groups
around New Zealand
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Chair and
Chief Executive’s report
In a year characterised by an unprecedented number of Powerball
wins, we are pleased to report that for the year ended 30 June 2019
Lotto New Zealand transferred $261.3 million to the NZ Lottery Grants
Board for the benefit of New Zealand communities.
This year’s performance was built
on solid business foundations in
responsible gaming; people and
culture; technology; risk and security
management; and health and safety.
The overall sales result for the year
was $1.18 billion, down 5.7% on the
previous year. This result was driven
by the Powerball jackpot being
won more often than we would
statistically expect. In an average
year, Powerball can be expected to
be won 13 times. However in 2018/19,
Powerball First Division was struck
18 times—the highest number of
wins in a single year.
Despite the high number of times
Powerball First Division was struck,
the Lotto Family of games continued
to perform strongly throughout
the year, exceeding our targets
at comparable jackpot levels,
indicating a strong underlying
performance.
With 100% of Lotto NZ profits returned
to New Zealand communities,
the total transferred to the NZ
Lottery Grants Board for community
initiatives in 2018/19 was $261.3 million.
This year’s contribution will provide
essential funding to more than 3,000
good causes around the country.
Lottery funding also provides vital
support to New Zealand’s sports
people, artists and filmmakers
through Sport New Zealand,
Creative New Zealand and the
New Zealand Film Commission.

Highlights
Lotto NZ continued to invest in our
games throughout the year, to create
more compelling game propositions
for our players. We launched a range
of enhancements to Keno to create
broader appeal for the game and
improve player engagement and
participation. This began with the
introduction of new Dip options and
prize giveaway promotions in the
first half of the year. It was followed
in February by the introduction of a
new add-on feature, Keno Multiplier,
which gives players the chance
to multiply their winnings by up to
10 times. Since launching, these
new features have proven to be a
success amoung players, with sales
exceeding expectations.
We also increased the Strike Must
Be Won level to $1 million in May.
While this change is not expected to
increase the frequency of Strike Must
Be Won draws, we anticipate seeing
the benefit of this change through
improved sales in 2019/20.
This year marked a significant
milestone for Instant Kiwi, with the
brand celebrating its 30th birthday.
Lotto NZ transitioned the branding
of our online instant win games into
the Instant Kiwi brand, creating a
clearer brand proposition that reflects
current customer understanding
and expectations of the category.
This was followed by the launch of
a special range of commemorative
Instant Kiwi tickets in celebration
of the brand’s 30th birthday,
highlighting some iconic Instant Kiwi
moments over the years.

We continue to invest in our retail
environment, and further connecting
our in-store and online environments
remains a key focus for the business.
Targeted retail growth has seen
Lotto NZ continuing to increase
its presence in supermarkets
and fuel sites around the country.
This has included working with
Caltex to further expand Lotto NZ
products into a range of Caltex
stores nationwide.
Our communications, at both brand
and product levels, continue to work
hard to engage New Zealanders.
Lotto NZ has expanded on the
emotive storytelling approach used
for our brands through the launch of
the ‘Kiwis helping Kiwis’ platform. This
shares emotionally engaging stories
of lottery funding in action and
drives a clear connection between
playing our games and providing
essential support to New Zealand
communities. We also launched
a new iteration of our ‘Imagine’
campaign, along with new creative
for Instant Kiwi that celebrates the
unique ways New Zealanders play
and win with Instant Kiwi.
Lotto NZ is committed to providing
a world-leading responsible
gaming environment, underpinning
everything we do as a business. We
are incredibly proud to have once
again achieved Level 4 Responsible
Gaming certification by the World
Lottery Association. This is the
highest possible responsible gaming
certification globally, providing
independent confirmation that our
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programme is amongst the best in
the world. More information about
our responsible gaming programme
is provided on page 16.
Lotto NZ’s security management also
demonstrates best practice, and we
are one of only 65 lotteries worldwide
to have obtained the World Lottery
Association’s Security Control
Standard. We have also obtained
other key security certifications,
including the International
Organization for Standardization’s
Information Security Management
System Standard (ISO 27001:2013).
We continue to focus on the
well-being of our people, and
ensuring we provide a safe working
environment for all employees
remains a key priority for the
business.

Financial Performance
Sales for the Lotto family of games
amounted to $950.6 million, and
accounts for 81% of total sales. Sales
from Instant Kiwi during the year
amounted to $173.9 million across
both in-store and online products,
while the sales from our daily games
portfolio were $50.8 million.
Sales through Lotto NZ’s online
channels, MyLotto and the Lotto NZ
App, continued to grow during the
year with total sales online of $227.6
million over the period. This is an
increase of 13% on sales compared
with the previous year and now
accounts for 19% of total sales,
compared with 16% in 2017/18.
Cost control remains a focus for the
business and operating expenses
for the year were $69.7 million.
As a percentage of sales,
operating expenses were 5.9%.

Looking ahead
Lotto NZ will continue to place
strategic focus on driving demand,
digital-first, and increasing
diversification over the coming period.
We need to ensure that we continue
to drive demand for our games in
order to deliver positive results in
the short term. This will be achieved
by getting more people to play our
games more often, through offering
compelling games New Zealanders
feel good about playing. We will
continue to use storytelling to engage
with customers on an emotional
level, inspiring them to play and
reminding them of the important
contribution they are making to
New Zealand communities.
In order to continue to grow as
a business, we need to provide
players with a digital-first experience,
enabling them to play seamlessly
between channels and interact with
us in an omni-channel way. We will
continue to offer engaging ways
to play our existing games, offer
new products in the digital space
and deliver players with engaging
content online. To support this,
Lotto NZ is undertaking a significant
upgrade of our digital platform to
enable future growth.
Increasing diversification will remain
a focus over the coming period
to ensure our game portfolio and
brand experiences continue to be
compatible with the lifestyle and
needs of today’s New Zealanders.
We will lessen our dependency
on jackpot-fuelled growth by
enhancing our daily and instant
games to deliver consistent results,
and safeguard the long-term
sustainability of our business.
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Solid business foundations in
responsible gaming, technology,
people and culture, risk and security
management, and health and safety,
as well as the operational availability
and performance of our systems,
will continue to support all future
programmes of work.

Thank you
We would like to acknowledge
everyone who contributed towards
the 2018/19 year. The results achieved
this year would not have been
possible without the input and
support from our people and our
retail network partners. We thank you
and look forward to continuing to
work with you over the coming year.
We would also like to thank our
players, who truly are Kiwis helping
Kiwis. With 100% of Lotto NZ profits
supporting more than 3,000 good
causes around New Zealand each
year, every ticket ever purchased for
a Lotto NZ game has helped make a
difference in communities all around
the country.

Matthew Boyd
Chair

Chris Lyman
Chief Executive

30 September 2019

30 September 2019
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Creating business value
Inputs

Our Business

Social & Relationship capital: Relationships with
all of our stakeholders

Our games:

Strong relationships both within Lotto NZ and with
our stakeholders are essential in order to retain
our social license to operate, with key focus on
minimising harm and our broader corporate
social responsibilities.
Human capital: Our people, their competencies,
capabilities and experience
With 138 people directly employed by Lotto NZ,
together with more than 5,000 Lotto operators
across our retail network, people are a key
contributor to our success.
Intellectual capital: Our brand, reputation and
intellectual property
Given the intangible nature of our products, the Lotto
NZ brand and reputation, along with our intellectual
property, are core components in the continued
success of the organisation.
Financial capital: Includes our assets and resources
required to run our business
Effective and flexible financial
management is required at Lotto
NZ to account for variable business
circumstances throughout the year.
Careful financial management
allows us to ensure adequate
reserves are available to meet the
volatile nature of the business,
and to commit to sustained growth.
We have a ‘no surprises’ policy,
with consistent communications
to our stakeholders in
order to manage their
expectations.

Lotto NZ offers a range of lottery games that provide
New Zealanders the chance to play and win. These
range from life-changing wins with our large jackpot
games Lotto, Powerball and Strike, through to our daily
offering of Keno and Bullseye, and the ability to win
instantly with Instant Kiwi.
Jackpots:
The Powerball jackpot is the main driver of sales, and
therefore profit, for Lotto NZ. The expected long-run
average is for Powerball to be won 13 times in a given
year. Consequently, in years where it is won less
often, resulting in higher jackpots on offer, we would
typically see higher sales than in years where it is won
more often. As a result, there will always be a certain
amount of volatility in Lotto NZ’s performance from
one year to the next.
Our retail channel:
We have the largest retail network in New Zealand
with 1,549 retail outlets across the country.
Our digital channels:
New Zealanders have been able to purchase lottery
games online since 2008, with the launch of MyLotto.
This was followed by the launch of a full service App
for Apple and Android devices in late-2016.
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2018/19 Output

Sales $1,175 million
To achieve our purpose of maximising
funding for New Zealand communities,
Lotto NZ is focused on growing sales from
Lotto NZ games.

Outcomes
Transfer to NZ Lottery Grants Board
100 percent of Lotto NZ’s profit is transferred to
the NZ Lottery Grants Board, which distributes
this funding to more than 3,000 community groups
and organisations around the country each year.
This includes three statutory bodies: Sport
New Zealand, Creative New Zealand and
the New Zealand Film Commission.

Profit $261 million

Transferred to the Lottery Grants Board to
build strong, sustainable communities.

Harm Minimisation
Lotto NZ exists to provide safe gaming that allows
New Zealanders to play and win while contributing
money back to New Zealand communities, and we
simply cannot achieve this purpose if our games
are causing undue harm. Lotto NZ operates a
world-class responsible gaming programme that is
certified to the highest possible level internationally
(Level 4) by the World Lottery Association.
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Organisational
health and capability
Lotto New Zealand is committed to being a good employer and providing equal
employment opportunities. We encourage a culture of high performance based
around our purpose and company values: Ambitious, Focused, Customer Driven
and Smarter Together.
Having an open and positive culture is essential for
the engagement of our people and the delivery of our
strategic initiatives. To support this, Lotto NZ’s employment
policy outlines our commitment to equal opportunity
in all of our procedures including recruitment, selection
and appointment practices, training, performance
management, conditions of employment and the
work environment.
Lotto NZ’s activities against the seven key elements of
being a ‘good employer’, as defined by the Human
Rights Commission, are summarised below:

Recruitment, selection and induction
•

Lotto NZ has rigorous recruitment and selection
processes to ensure we bring the best talent into
the organisation. These include multiple interviews,
personality and ability testing, reference checking,
and work samples (where appropriate).

•

We actively encourage internal applications and
referrals for all job vacancies.

•

In 2018/19 we began a refresh of our induction process
to ensure we remain up-to-date with best practice.
This evolution will continue in 2019/20, and includes
digitising, to ensure that all our new team members
have the best possible start to their time at Lotto NZ.

Leadership, accountability and culture
•

All people managers take part in leadership
development workshops focused on building
leadership competency and driving highperformance teams.

•

We conduct talent reviews bi-annually with leaders to
understand key talent in the business and ensure we
have succession plans for senior and critical roles.

•

Our performance management framework, ‘Next 90’,
runs on a quarterly cycle to ensure our people are
on track and aligned to strategic initiatives and
company values.

•

A weekly pulse survey is sent to our people to gain
real-time insight into engagement and enable us to
quickly act upon any feedback.

•

•

The annual strategy and its execution are shared with
Lotto NZ’s people within our ‘Next 90’ framework, as
well as through fortnightly CEO updates. Additionally,
we hold an annual strategy day to reiterate the
strategy, embed our culture and values and recognise
achievements and milestones.
We actively champion diversity and inclusion in the
workplace through committing to fair and equitable
gender pay, enabling flexible working, and supporting
initiatives such as Sign Language Awareness Week,
Diwali, and Maori Language Week.

Employee development, promotion
and exit
•

In 2018/19 we introduced a new talent development
programme, Emerge. Twelve talented individuals took
part, with a focus on soft skills and self-awareness to
empower them to take the next step.

•

We regularly run ‘lunch and learn’ sessions on a
variety of topics, and introduced LinkedIn Learning,
an online learning repository. Employees get
recommendations and are supported to partake
in self-directed development.

•

Our people are encouraged to have at least one
development goal as part of ‘Next 90’, and are
supported by e-learning, external courses,
mentoring, coaching, manager interactions,
and on-the-job opportunities.

•

Wherever possible we encourage secondments and
internal promotions to ensure our people progress
their careers at Lotto NZ.

•

As part of the exit process we conduct an exit survey,
with the opportunity to have a confidential face-toface conversation. We also provide outplacement
support where required.
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Flexibility and work design
•

Lotto NZ enables flexible working arrangements for
our people, where possible, with flexible hours and
remote working opportunities.

Remuneration, recognition and
conditions
•

•

All roles within the business are evaluated and
benchmarked externally to ensure our remuneration
packages are fair and competitive in the market.

Performance incentives are provided for a small
number of senior roles to drive high performance
against specific and measurable goals.

•

Lotto NZ provides a wide range of benefits to
our people including comprehensive insurances,
an annual wellness benefit, healthy breakfast and
snack options, as well as an on-site gym in the
Auckland office.

138

Full-Time Equivalent Employees

135.5

Employees with disabilities

2

Gender
69
69

Our BetterWorks goal setting system allows for
peer review and feedback on performance.

•

Fortnightly ‘Above & Beyond’ Awards recognise those
who go above the call of duty in their role, and are
nominated by both managers and peers.

Harassment and bullying prevention
•

Lotto NZ has zero tolerance of harassment
and bullying.

•

All of our people are required to adhere to the
Code of Conduct, which sets out Lotto NZ’s policies.

•

In 2018/19 workshops were rolled out to our people
around Harassment and Discrimination Prevention.
Further work was done around awareness, and a
formal Speak Up programme was launched.

Safe and healthy environment
•

An internal health and safety committee monitors
and resolves potential issues and health risks.

•

An external Employee Assistance Programme
provides independent and private counselling
services, when required.
We run an employee wellbeing programme called
‘The Good Life’. This calendar of events focuses on
the wellbeing of our people and encourages diversity.

Management

Senior
Management

of functional teams, more
than 5 reports, not including
Senior Management

Chief Executive and
direct reports

Our Volunteer Day programme enables our
people to use their skills to help a charitable or
community organisation.

•

•

Headcount

Remuneration reviews take place annually and
are determined based on a combination of market
benchmarking and performance.

•

•

As at 30 June 2019

67%

57%
43%

33%

3

4

8

18

Age

20

61

34

20

3

20-29
14.5%

30-39
44.2%

40-49
24.6%

50-59
14.5%

60+
2.2%

Ethnicity
Asian

12

8.7%

European

		 22

New Zealand

			

Indian

		 19

Maori

4

2.9%

Pacific

4

2.9%

Other

4

2.9%

Disability
Deaf

1

Physical

1

15.9%
73

52.9%
13.8%
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$22.3

was the biggest
2018/19 and it was won

FIRST DIVISION

WINS

Traffic jam
A long weekend traffic jam landed a Wellington
tradie a $1 million Lotto win after he decided
to stay put in the capital. Needing to pick up
something for dinner that night, the winner
headed to his local supermarket—and bought
his lucky ticket on a whim at the same time.

Christmas
engagement
After winning $1 million with Lotto First Division
in mid-December, an Auckland man decided to
make Christmas one to remember—by sharing
the good news with his partner while proposing
to her on Christmas Day!

Happy
New Year!
A young woman from Taranaki rang in the
New Year with a $22.3 million Powerball prize.
The woman celebrated the win with a few
drinks with family in the backyard.

$645
million

TOTAL PRIZES FOR ALL GAMES
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million
prize won in
twice in a single year!

Last minute
winning
decision!
A young Central Otago man’s
last-minute decision to purchase a
ticket on the Lotto NZ App turned out to be
life-changing after scooping $22.3 million, the
largest Powerball prize ever won in the South Island.

2018/19

LUCKIEST
YEAR ON
RECORD
FOR POWERBALL
WINNERS!

40 lucky Kiwis
In September, 40 lucky Kiwis shared $1 million with Lotto
First Division—the largest number of players to win Lotto First
Division in a single draw since the game began in 1987!

KIWIS BECAME
OVERNIGHT
MILLIONAIRES

Lightning
strikes
twice!
They say lightning doesn’t strike twice
but this wasn’t the case for an Auckland
woman who struck it lucky twice in 2018!
The woman took home an incredible $11
million Powerball prize just five months
after winning $333,333 with Lotto.
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Lotto NZ exists to generate essential funding for Kiwi
communities—it’s why we do what we do!

But what is Lotto NZ’s profit? For every dollar spent on our
games, Lotto NZ’s profit is 22c—and all of this is returned to
good causes. Here’s a look at where the money goes:

With 100% of Lotto NZ’s profits distributed to the Lottery
Grants Board to support over 3,000 great causes every
year, every time you play a Lotto NZ game you’re a
Kiwi helping other Kiwis.

Amount
transferred to
NZ Lottery
Grants Board

22c

Taxes

11c
Retailer
Commission

6c

For every
$1 from
combined
sales

55c

Based on results for the
year ended 30 June 2019

6c
Operating
Costs
Prizes

in profit was transferred to the Lottery Grants Board to help

make a difference in Kiwi communities

FOR THE YEAR 2018/19
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Everyday heroes saving lives at sea
Not many people can say that they
saved a life at the weekend but Kara
Gribble often has stories of life-saving
rescues come Monday morning—
and it’s all because she volunteers
for Coastguard.
Kara and thousands of other
Coastguard volunteers around the
country undertake many life-saving
rescues each year, with each one

making an incredible difference.
In the past year alone, Coastguard
brought more than 6,900 Kiwis home
safely to their families.
While most Kiwis have heard of
Coastguard, few realise that the
organisation—which provides
New Zealand’s primary maritime
search and rescue service—is a
charity, relying almost entirely

on the skills and support of over
2,000 highly-trained volunteers
around the country.
Coastguard receives essential
funding from the Lottery Grants
Board each year to help keep
New Zealanders safe at sea—
and it’s all possible thanks to the
Kiwis who play Lotto NZ’s games.

Life-changing loyalty
There’s no denying that the onset of a
disability can be a major adjustment
for many people. Luckily, Mobility
Dogs is on hand to help those
living with a disability to improve
their wellbeing and move forward
confidently in life – like James.
In just two and half months since
James and Max became a team,
James’ life has already changed.
“While James is very social, when
we went out before he was quite
withdrawn,” says James’ mother, Deb.
“But with Max by his side, it’s like he’s
sitting up a bit straighter in life and he
looks people in the eye.
“People not only ask questions about
Max, but about James as well—it
gives him so much more confidence.”

Mobility Dogs is a nationwide
organisation that trains specialised
service dogs to assist New
Zealanders living with a disability.
Having a mobility dog is a lifelong
partnership, and while each dog is
trained with a standard set of helpful
skills like opening doors, removing
clothing and retrieving objects, they
are also trained to meet the unique
needs of the individual they support.
As a result, no two mobility dogs or
partnerships are the same.
Funding provided by the Lottery
Grants Board helps Mobility Dogs
support Kiwis living with a disability —
and every ticket bought for Lotto NZ’s
games helps make it possible.
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Responsible Gaming
For most people, playing Lotto NZ’s games is fun and rewarding entertainment.
However, we understand that some people may experience a problem with our products.
As a result, Lotto NZ is focused on elevating our
core purpose of generating improved earnings for
New Zealand communities while minimising the risk
of harm associated with our games—we simply cannot
be successful if our games are causing undue harm.
Responsible gaming underpins the success of our
business and, as a result, informs every decision we make.
The entire team at Lotto NZ is committed to supporting
the successful delivery of our world-class Responsible
Gaming Programme, which is focused on preventing

Our Responsible Gaming Programme is structured around
the World Lottery Association’s 10 programme elements,
which include prevention, detection and intervention.
We aim to educate and enable players to make informed
and responsible choices by providing tools and support
for players who may need assistance. The programme
is grounded in a solid foundation of strong governance,
a clear communications strategy, appropriate resource
allocation, and is driven by research and data.

underage and excessive gambling.

Research

Retailer Programme

Lotto NZ commissions and uses research to:

• All retailers are trained on responsible gambling.

• Inform the development of our products,
programmes and strategy.

• Retailers receive support and materials to help
prevent problem and underage play.

• Benchmark our programme against international

• We run mystery shops to ensure retailers are
asking for ID from Instant Kiwi players who look
under 25.

responsible gaming best practice.
• Understand retailer, employee and player
knowledge and attitudes towards gambling
and our responsible gaming messaging.
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Employee Programme

Game Design

• Responsible gaming messaging is included
from the onset of a job application at Lotto NZ.

• All our games are reviewed using an external
risk assessment tool.

• All staff are trained on responsible gaming.

• All new games and game changes are
reviewed and approved by the Department
of Internal Affairs.

• Advanced responsible gaming training and
tailored training is provided to staff crucial in
delivering to the programme.

MyLotto & the Lotto NZ App

• The Ministry of Health is consulted on all new
games and game changes.

Advertising & Marketing

• We have mandatory online spending limits, and
players can set their own lower spending limits
within these amounts.

• All Lotto NZ advertising adheres to the Advertising
Standards Authority’s (ASA) Code for Advertising
and Gambling 2001.

• There are enforced delays when players choose
to increase their spend limits.

• We have strict internal marketing and design
principles and processes.

• Players can block themselves from playing one
or all of Lotto NZ’s games.

• Players who block themselves from playing online
are removed from email communications and
social media advertising.

Treatment Referral
• Players are encouraged to complete self-tests
to assess their gambling habits.
• We provide information for players on where
to seek further help.
• We work with players and problem gambling
service providers to ensure treatment is readily
available.

Stakeholder Engagement
• We support the ‘Choice not Chance’ campaign run
by the NZ Health Promotion Agency each year.
• We work closely with treatment service providers
to shape our responsible gaming programme.
• Lotto NZ is an active member of the World Lottery
Association’s International Responsible Gaming
Working Group.

Player Education
• Information about responsible play, including the
odds of all our games, is available in-store and
online and we offer this in seven different languages.
• We provide information and assist customers who
choose to exclude themselves from playing our games.
• Responsible gaming email communications are
sent to players who regularly reach their online
spend limits.

Measurement & Reporting
• We measure and monitor the effectiveness
of the different elements of our Responsible
Gaming Programme.
• Our business plan and budget are reviewed
for approval by the Minister of Internal Affairs,
with advice from the Treasury.
• We publicly report on our commitments, initiatives
and performance in Responsible Gaming.
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Statement of performance
This statement shows Lotto NZ’s performance for the year ended 30 June 2019, including:
• Actual performance measured against targets, as published in the Statement of Performance Expectations,
unless otherwise stated.
• The reasons for any significant variances between the actual service and the expected service.

Key Performance Indicators summary
Sales

Profit
$1,282.5 million
$1,175.3 million

Target 2018/19

Actual 2018/19

Retail Channel Sales
$1,049.3 million
$947.7 million
Target 2018/19

Actual 2018/19

$274.7 million
$261.3 million
Target 2018/19

Actual 2018/19

Digital Channel Sales
$233.2 million
$227.6 million
Target 2018/19

Actual 2018/19

Harm Minimisation

People and Culture

Primary mode of gambling
citations per 10K players

Employee engagement

<2.0

>7.50

0.8
Target 2018/19

7.6
Actual 2018/19

Target 2018/19

Actual 2018/19
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Key Performance Indicators
Profit Maximisation
Key Performance Indicator

Target
2019/20

Actual
2018/19

Target
2018/19

Actual
2017/18

Target
2017/18

Actual
2016/17

1,254.6

1,175.3 1

1,282.5

1,246.5

1,081.3

1,206.7

Operating expenses ($m)

76.0

69.7

74.9

65.9

68.0

68.8

% operating expenses (%)

6.1

5.9 2

5.8

5.3

6.3

5.7

Net profit ($m)

280.0

261.3 3

274.7

283.0

225.0

275.2

Paid to the Lottery Grants Board ($m)

280.0

261.3 3

274.7

275.0

225.0

272.8

Sales ($m)

1. Sales for 2018/19 were below budget by $107.2 million
(or 8.4%) as a result of the abnormal level of Powerball
jackpots won throughout the year. Powerball is expected
to be won 13 times in a full year but was won 18 times
in 2018/19. This has resulted in an average jackpot of
just $7.8 million which is materially below the expected
average jackpot. As a result, sales on Lotto/Powerball/
Strike products were below budget by $115.2 million.
However, sales for these products at comparable jackpot
levels performed ahead of our targets, indicating a solid
underlying performance.

2. Operating expenses as a percentage of sales were
0.1% higher than target for 2018/19 as a result of lower total
sales. However, actual operating expenses were $5.2m
below target due to cost savings realised across various
categories in the year.
3. Profit and profit paid to the Lottery Grants Board
for 2018/19 were below budget by $13.4 million (or 4.9%)
due to the low level of Powerball jackpots in the year.
Please see note 1 for further detail.

Games
Key Performance Indicator

Target
2019/20

Actual
2018/19

Target
2018/19

Actual
2017/18

Target
2017/18

Actual
2016/17

1,020.8

950.6 4

1,065.8

1,046.6

877.2

1,011.4

Gross margin ($m)

298.7

262.9

303.7

300.1

243.5

301.3

Sales ($m)

181.2

173.9

168.8

153.6

155.6

149.2

Gross margin ($m)

25.5

25.3

23.1

22.5

21.4

21.3

Sales ($m)

52.6

50.8

47.9

46.3

48.5

46.0

Gross margin ($m)

12.1

12.5

10.9

9.8

11.2

11.0

1.59

1.50 5

1.69

1.58

1.47

1.54

Sales ($m)
Lotto/Powerball/Strike

Instant Tickets

Other games

Average weekly transaction count (m)

4. Lotto/Powerball/Strike sales and gross margin were
$115.2 million (or 10.8%) and $40.8 million (or 13.4%) respectively
below budget due to the low level of Powerball jackpots in
the year. Please see note 1 for further detail.

5. Average weekly transaction count was down 190K from
target due to the low level of Powerball jackpots in the year.
Please see note 1 for further detail.
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Key Performance Indicators
Harm Minimisation
Key Performance Indicator

Target
2019/20

Actual
2018/19

Target
2018/19

Actual
2017/18

Target
2017/18

Actual
2016/17

<2.0

0.80 6

<2.0

1.20

<2.0

1.40

Level 4

Level 4

Level 4

Level 4

Level 4

Level 4

$2.3M

$2.0M

$2.2M

$2.2M

$1.9M

$2.2M

Count of retailers convicted of selling Instant
Kiwi to people under 18 years

Nil

Nil

Nil

Nil

Nil

Nil

Advertising standards complaints upheld

Nil

Nil

Nil

18

Nil

1

Primary mode of gambling citations per
10,000 players
World Lottery Association (WLA) Responsible
Gaming Certifcation7
Problem Gambling Levy

6. This represents the number of clients who have
received problem gambling treatment services and
who have identified Lotto NZ products as their primary
problem gambling mode. Source: Ministry of Health
intervention client data (July 2018-June 2019). Players are
defined as the total number of New Zealanders aged 18+
who have stated they have purchased one or more Lotto
NZ products in the past year. Source: TRA Brand and
Behaviour Monitor.
7. The World Lottery Association (WLA) is a memberbased organisation that sets the international benchmark

for responsible gaming. There are four possible levels
of accreditation under the World Lottery Association’s
Responsible Gaming Framework, with Level 4 being the
highest and representing international best-practice.
8. A complaint against the advertising for Instant
Kiwi’s $5 Battleship ticket was upheld in part by the
Advertising Standards Authority in May 2018. The aspect
of the complaint that was upheld focused on in-store
advertising. All in-store advertising for this ticket had
already been removed from circulation.

Brand and Communications
Key Performance Indicator

Target
2019/20

Actual
2018/19

Target
2018/19

Actual
2017/18

Target
2017/18

Actual
2016/17

Lotto NZ brand health9

55.0

54.0

55%

53%

65%

63%

Awareness of Lotto NZ link to community
funding

N/A

54% 10

89%

85%

N/A

87%

9. Source: TRA Brand and Behaviour Monitor. Lotto NZ’s
brand tracking provider changed from TNS to TRA in
August 2018. Lotto NZ’s brand health metric represents
the organisations emotional brand equity. The score is
derived from implicit consumer response to the five core
brand building pillars of Relevance, Momentum, Trust,
Clarity and Passion. The brand equity score is calculated
from a weighted average of performance on these
pillars. The weightings are determined by a regression
analysis. Due to a change in methodology the results
in 2018/19 are not directly comparable with previous
years or the forecast provided in the 2018/19 Statement
of Performance Expectations. 6,125 New Zealanders
are surveyed annually with a margin of error of +/- 1.3%
at the 95% confidence interval. Quotas ensure that age,
gender and New Zealand locality are appropriately
represented. Anyone aged over 18 qualifies for the
survey and respondents are randomly selected from the
Dynata panel, New Zealand’s largest market research

panel. The changeover in provider and new programme
development resulted in a period of brand tracking
inactivity between August 2018 and March 2019.
10. Source: TRA Brand and Behaviour Monitor. Lotto NZ’s
brand tracking provider changed from TNS to TRA in
August 2018. As a result, the methodology for measuring
consumer awareness of Lotto NZ’s link to community
changed. Previously this was defined as the percentage
of people who responded ‘yes’ when asked if they
were aware that Lotto NZ’s aim is to raise money for
communities/causes. The new approach asks consumers
to respond to Lotto NZ’s total purpose of ‘providing safe
gaming for Kiwis to play and win, while returning money
to New Zealand communities’ as opposed to just the
community funding link, with the further addition
of a ‘not sure’ response field. Given this change in
methodology, the results in 2018/19 are not directly
comparable with previous years and 2018/19 targets.
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Retail Channel
Key Performance Indicator

Target
2019/20

Actual
2018/19

Target
2018/19

Actual
2017/18

Target
2017/18

Actual
2016/17

Retail sales ($m)

984.4

947.7 11

1,049.3

1,045.4

906.3

1,046.8

Number retail outlets

1,652

1,549 12

1,630

1,472

1,525

1,464

Supermarket penetration

89%

88%

87%

85%

86%

85%

11. Retail and digital sales were both below budget due to
the low level of Powerball jackpots in the year. Please see
note 1 for further detail.

12. The growth of the retail network fell short of the target
in 2018/19 by 81 stores due to a delay in the rollout of
a fuel partner, fewer stores opening, and more store
terminations than anticipated.

Digital Channel
Key Performance Indicator

Digital sales ($m)
Number registered MyLotto players

Target
2019/20

Actual
2018/19

Target
2018/19

Actual
2017/18

Target
2017/18

Actual
2016/17

270.2

227.6 11

233.2

201.1

175.1

159.9

950,000

845,000

810,000

746,000

710,000

637,000

Operational Performance
Key Performance Indicator

Target
2019/20

Actual
2018/19

Target
2018/19

Actual
2017/18

Target
2017/18

Actual
2016/17

Retail network unplanned downtime

<4 hours

0 hours

<4 hours

0 hours

<4 hours

0 hours

Core gaming system unplanned downtime

<0.5 hours

0 hours

<0.5 hours

0 hours

<0.5 hours

0 hours

MyLotto unplanned downtime

<0.5hours

25 minutes 13

<0.5hours

2.5 hours

<0.5hours

8.5 hours

Yes

Yes

Yes

Yes

Yes

Yes

Meet WLA Security Control Standard

13. MyLotto unplanned downtime occurred on Friday
22 March 2019 for 18 minutes between 10:08 and 10:26 as
well as seven minutes on Thursday 20 June 2019 between

06:58 and 07:05. Both outages were urgently resolved by
IT support with support from our technology partners to
minimise downstream impact on financial performance.

People and Culture
Key Performance Indicator

Employee engagement

Target
2019/20

Actual
2018/19

Target
2018/19

Actual
2017/18

Target
2017/18

Actual
2016/17

>7.6

7.6

>7.5

7.5

>7.5

7.2

21

22

Lotto New Zealand

Financial statements
Statement of responsibility
For the year ended 30 June 2019

The New Zealand Lotteries Commission’s (Lotto
New Zealand) Annual Report is prepared according
to the provisions of the Crown Entities 2004 and the
Gambling Act 2003.
The Board of Lotto New Zealand is responsible for
the preparation of its annual financial statements and
statement of performance, and for the judgements
used in their preparation.
Lotto New Zealand’s management has maintained
a system of internal control that has been designed to
provide reasonable assurance about the integrity and
reliability of the financial reports.
In the opinion of the Lotto New Zealand Board,
the annual financial statements and statement
of performance fairly reflect the financial position
and operations of Lotto New Zealand.

Matthew Boyd
Chair
30 September 2019

David Tapsell
Deputy Chair
30 September 2019
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Independent auditor’s report
To the readers of the New Zealand Lotteries Commission’s financial
statements and performance information for the year ended 30 June 2019.
The Auditor General is the auditor of the New Zealand Lotteries Commission (the Commission). The Auditor General
has appointed me, Karen MacKenzie, using the staff and resources of Audit New Zealand, to carry out the audit of the
financial statements and the performance information of the Commission on his behalf.

Opinion
We have audited:
• the financial statements of the Commission on pages 27
to 47, that comprise the statement of financial position
as at 30 June 2019, the statement of comprehensive
income, statement of movements in equity and
statement of cash flows for the year ended on that date,
and the notes to the financial statements, including a
summary of significant accounting policies and other
explanatory information; and
• the performance information of the Commission on
pages 18 to 21.
In our opinion:
• the financial statements of the Commission on pages
27 to 47:
»» present fairly, in all material respects:
−− its financial position as at 30 June 2019; and
−− its financial performance and cash flows for
the year then ended; and
»» comply with generally accepted accounting practice
in New Zealand in accordance with New Zealand
equivalents to International Financial Reporting
Standards (NZ IFRS); and

• the performance information on pages 18 to 21:
»» presents fairly, in all material respects, the
Commission’s performance for the year ended
30 June 2019, including:
−− for each class of reportable outputs:
-- its standards of delivery performance achieved
as compared with forecasts included in the
statement of performance expectations for
the financial year; and
-- its actual revenue and output expenses as
compared with the forecasts included in the
statement of performance expectations for
the financial year; and
»» complies with generally accepted accounting
practice in New Zealand.
Our audit was completed on 30 September 2019.
This is the date at which our opinion is expressed.
The basis for our opinion is explained on page 24.
In addition, we outline the responsibilities of the Board
and our responsibilities relating to the financial statements
and the performance information, we comment on other
information, and we explain our independence.
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Basis for our opinion
We carried out our audit in accordance with the Auditor
General’s Auditing Standards, which incorporate the
Professional and Ethical Standards and the International
Standards on Auditing (New Zealand) issued by the
New Zealand Auditing and Assurance Standards Board.
Our responsibilities under those standards are further
described in the Responsibilities of the auditor section
of our report.
We have fulfilled our responsibilities in accordance
with the Auditor General’s Auditing Standards.
We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our
audit opinion.

Responsibilities of the Board for
the financial statements and the
performance information
The Board is responsible on behalf of the Commission
for preparing financial statements and performance
information that are fairly presented and comply with
generally accepted accounting practice in New Zealand.
The Board is responsible for such internal control as it
determines is necessary to enable it to prepare financial
statements and performance information that are free
from material misstatement, whether due to fraud or error.
In preparing the financial statements and the
performance information, the Board is responsible on
behalf of the Commission for assessing the Commission’s
ability to continue as a going concern. The Board is also
responsible for disclosing, as applicable, matters related
to going concern and using the going concern basis of
accounting, unless there is an intention to merge or to
terminate the activities of the Commission, or there is
no realistic alternative but to do so.
The Board’s responsibilities arise from the Crown Entities
Act 2004.
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Responsibilities of the auditor for the
audit of the financial statements and
the performance information
Our objectives are to obtain reasonable assurance about
whether the financial statements and the performance
information, as a whole, are free from material
misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit carried out in accordance
with the Auditor General’s Auditing Standards will
always detect a material misstatement when it exists.
Misstatements are differences or omissions of amounts
or disclosures, and can arise from fraud or error.
Misstatements are considered material if, individually
or in the aggregate, they could reasonably be expected
to influence the decisions of readers, taken on the basis
of these financial statements and the performance
information.
For the budget information reported in the financial
statements and the performance information,
our procedures were limited to checking that the
information agreed to the Commission’s statement
of performance expectations.
We did not evaluate the security and controls over the
electronic publication of the financial statements and the
performance information.
As part of an audit in accordance with the Auditor
General’s Auditing Standards, we exercise professional
judgement and maintain professional scepticism
throughout the audit. Also:
• We identify and assess the risks of material
misstatement of the financial statements and the
performance information, whether due to fraud or error,
design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of
internal control.

• We obtain an understanding of internal control relevant
to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness
of the Commission’s internal control.
• We evaluate the appropriateness of accounting policies
used and the reasonableness of accounting estimates
and related disclosures made by the Board.
• We evaluate the appropriateness of the reported
performance information within the Commission’s
framework for reporting its performance.
• We conclude on the appropriateness of the use of
the going concern basis of accounting by the Board
and, based on the audit evidence obtained, whether
a material uncertainty exists related to events or
conditions that may cast significant doubt on the
Commission’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we
are required to draw attention in our auditor’s report to
the related disclosures in the financial statements and
the performance information or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of
our auditor’s report. However, future events or conditions
may cause the Commission to cease to continue as a
going concern.
• We evaluate the overall presentation, structure
and content of the financial statements and the
performance information, including the disclosures,
and whether the financial statements and the
performance information represent the underlying
transactions and events in a manner that achieves
fair presentation.
We communicate with the Board regarding, among
other matters, the planned scope and timing of the audit
and significant audit findings, including any significant
deficiencies in internal control that we identify during
our audit.
Our responsibilities arise from the Public Audit Act 2001.
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Other information

Independence

The Board is responsible for the other information.
The other information comprises the information included
on pages 3 to 17 and 22, but does not include the financial
statements and the performance information, and our
auditor’s report thereon.

We are independent of the Commission in accordance
with the independence requirements of the Auditor
General’s Auditing Standards, which incorporate the
independence requirements of Professional and Ethical
Standard 1 (Revised): Code of Ethics for Assurance
Practitioners issued by the New Zealand Auditing and
Assurance Standards Board.

Our opinion on the financial statements and the
performance information does not cover the other
information and we do not express any form of audit
opinion or assurance conclusion thereon.
In connection with our audit of the financial statements
and the performance information, our responsibility is
to read the other information. In doing so, we consider
whether the other information is materially inconsistent
with the financial statements and the performance
information or our knowledge obtained in the audit,
or otherwise appears to be materially misstated. If,
based on our work, we conclude that there is a material
misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

In addition to the audit we have acted as scrutineer for
all Lotto, Keno, Bullseye, Play 3, Instant Kiwi and Instant
Play games. These engagements are compatible with
those independence requirements. Other than the audit
and these engagements, we have no relationship with
or interests in the Commission.

Karen MacKenzie
Audit New Zealand
On behalf of the Auditor General
Auckland, New Zealand
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Statement of comprehensive income
For the year ended 30 June 2019

Note

30/06/19
Actual
$000

30/06/19
Budget
$000

30/06/18
Actual
$000

1,112,749

1,214,083

1,179,932

2,978

3,000

4,103

262

450

114

1,115,989

1,217,533

1,184,149

784,954

867,934

835,185

331,035

349,599

348,964

24,747

27,389

22,043

5,435

6,002

5,189

2,986

3,331

2,923

Continuing operations
Revenue from contracts

2

Interest income
Other income
Total revenue
Cost of sales

3

Gross profit
Expenses
Promotion and retail support
Property, plant and equipment depreciation

4

Intangible asset amortisation
Gaming system expenses excluding depreciation
Employee remuneration
Other expenses

5

Total expenses
Profit before distributions to the NZ Lottery Grants Board
Distribution of profit to the NZ Lottery Grants Board
Profit for the year
Total comprehensive income

7,547

7,537

6,429

16,526

16,505

15,757

12,503

14,146

13,594

69,744

74,910

65,935

261,291

274,689

283,029

261,291

274,689

275,029

-

-

8,000

-

-

8,000

30/06/19
Actual
$000

30/06/19
Budget
$000

30/06/18
Actual
$000

33,513

33,513

25,513

The accompanying notes form part of this statement and should be read in conjunction with it.

Statement of movements in equity
For the year ended 30 June 2019

Note
Equity at beginning of the year
Comprehensive income
Profit for the year
Equity at the end of the year

14

-

-

8,000

33,513

33,513

33,513

The accompanying notes form part of this statement and should be read in conjunction with it.
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Statement of financial position
As at 30 June 2019

Note

30/06/19
Actual
$000

30/06/19
Budget
$000

30/06/18
Actual
$000

Assets
Current assets
Cash and cash equivalents

6

35,098

60,052

57,709

Term deposits

7

39,601

35,000

33,061

Receivables and contract assets

9

9,426

10,500

10,774

Prepayments

6,270

5,000

7,271

Inventories

4,688

3,500

3,087

95,083

114,052

111,902

Total current assets
Non-current assets
Property, plant and equipment

10

17,900

24,814

17,187

Intangible assets

11

9,190

8,530

8,449

Total non-current assets

27,090

33,344

25,636

Total assets

122,173

147,396

137,538

Liabilities
Current liabilities
Creditors, other payables and contract liabilities

12

62,034

74,762

63,895

Prize reserve account

13

23,489

37,320

37,413

Annuity prize liabilities

308

-

100

Employee entitlements

1,361

700

1,151

-

-

131

Provisions
Lease incentive
Total current liabilities

235

235

235

87,427

113,017

102,925

468

100

100

Long-term liabilities
Annuity prize liabilities
Lease incentive
Total long-term liabilities
Total liabilities

765

766

1,000

1,233

866

1,100

88,660

113,883

104,025

33,513

33,513

33,513

Equity
14

Retained earnings
Total equity
Total liabilities and equity

33,513

33,513

33,513

122,173

147,396

137,538

The accompanying notes form part of this statement and should be read in conjunction with it.

Matthew Boyd
Chair
30 September 2019

David Tapsell
Deputy Chair
30 September 2019
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Statement of cash flows
For the year ended 30 June 2019

Note

30/06/19
Actual
$000

30/06/19
Budget
$000

30/06/18
Actual
$000

1,108,102

1,207,882

1,162,005

Cash flows from operating activities
Sales
Net GST (paid)/received
Other receipts
Prize payments

774

-

255

7,769

6,650

8,001

(664,284)

(710,120)

(675,412)

Lottery duty

(63,981)

(70,540)

(67,134)

Retailers' commission

(66,127)

(76,952)

(71,186)

Employee costs

(16,296)

(16,505)

(16,199)

Other payments

(50,438)

(58,394)

(52,276)

255,519

282,021

288,054

3,000

31,221

120

41

Net cash flow from operating activities
Cash flows from investing activities
Net (increase)/reduction in term deposits

(6,540)

Sale of property, plant and equipment

24

Interest received

2,978

3,000

4,103

Purchase of property, plant and equipment

(6,120)

(12,615)

(5,355)

Purchase of computer software
Net cash flow from investing activities

(3,187)

(2,920)

(2,766)

(12,844)

(9,415)

27,244

Cash flows from financing activities
Discharge of annuity prize liabilities
Payments to the NZ Lottery Grants Board
Net cash flow from financing activities
Net (decrease)/increase in cash balances
Opening cash and cash equivalents balance
Closing cash and cash equivalents balance

6

(256)

(50)

(100)

(265,029)

(274,689)

(310,575)

(265,285)

(274,739)

(310,675)

(22,611)

(2,132)

4,623

57,709

62,184

53,086

35,098

60,052

57,709

The net GST component of operating activities reflects the net GST paid to, or received from, the Inland Revenue.
The net term deposits component of investing activities reflects the term deposits placed, less the amounts that
matured during the year.							
To provide more meaningful information for financial statement purposes, GST and term deposits components have
been presented on a net basis.		
The accompanying notes form part of this statement and should be read in conjunction with it.
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Reconciliation of net profit/(loss) to net cash flow from operating activities
Profit/(loss) after distribution to the NZ Lottery Grants Board

30/06/19
$000
-

30/06/18
$000
8,000

Adjustments for non-cash items:
Depreciation of property, plant and equipment

5,434

5,189

Amortisation of computer software

2,986

2,923

1,454

(5,064)

1,001

(1,572)

Changes in assets and liabilities
(Increase)/Decrease in receivables and contract assets
(Increase)/Decrease in prepayments
(Increase)/Decrease in inventories
Increase/(Decrease) in contract liabilities

(1,601)
899

481
(4,442)

Increase/(Decrease) in prize liabilities

(5,951)

6,315

Increase/(Decrease) in trade creditors

6,109

1,412

Increase/(Decrease) in annuity prizes

576

-

Increase/(Decrease) in provisions

(131)

Increase/(Decrease) in employee entitlements

210

Increase/(Decrease) in lease incentive
Increase/(Decrease) in prize reserve account

(235)

61
(445)
(235)

(13,924)

4,377

(2,978)

(4,103)

Add/(less) items classified as investing or financing activities
Interest receipts
(Gain)/loss on sale of property, plant and equipment

123

28

Annuity prize liabilities

256

100

New Zealand Lottery Grants Board
Net cash inflow from operating activities

261,291

275,029

255,519

288,054
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Notes to the
financial statements
1. Statement of accounting policies for the year ended 30 June 2019
Reporting entity
The New Zealand Lotteries Commission (‘Lotto New
Zealand’) is a Crown entity as defined by the Crown Entities
Act 2004 and is domiciled in New Zealand. Lotto NZ’s
ultimate parent is the New Zealand Crown.
Lotto NZ has determined that it is a Tier 1 for-profit entity
for the purpose of complying with generally accepted
accounting practice.
The financial statements for Lotto NZ are for the year
ended 30 June 2019, and were approved by the Board
on 30 September 2019.

Basis of preparation
Basis of measurement
These financial statements are presented in New Zealand
dollars rounded to the nearest thousand.

Statement of compliance
These financial statements have been prepared in
accordance with the requirements of the Crown Entities Act
2004 which includes the requirement to comply with generally
accepted accounting practice in New Zealand (NZ GAAP).
They comply with International Financial Reporting Standards
(IFRS) and New Zealand equivalents to International Financial
Reporting Standards (NZ IFRS).

Changes in accounting policies
There have been no changes in accounting policies.

Standards issued and not yet effective and not
early adopted
Standards and amendments issued but not yet effective,
that have not been early adopted are:

NZ IFRS 16 Leases
NZ IFRS 16 will replace NZ IAS 17 Leases and three related
interpretations. It completes a long-running project to
overhaul lease accounting. Leases that were previously
classified as operating leases will have to be recorded in

the statement of financial position in the form of a rightof-use asset and a lease liability. There are two important
reliefs provided by NZ IFRS 16 for assets of low value and
short-term leases of less than 12 months. Lotto New Zealand
intends to acknowledge these concessions in its accounting
policies, because it means that for leases that fall into these
two categories, no changes to the way Lotto New Zealand
currently accounts for its operating leases are required.
So far, Lotto New Zealand:
• Has decided to make use of the practical expedient not
to perform a full review of any existing leases that expire
before 30 June 2020.
• Has assessed that it is not a lessor, and has no subleasing
arrangements that need to be accounted for separately.
• Has applied NZ IFRS 16 only to new or modified contracts
and to any lease contracts that do not fall within the
concessions set out in NZ IFRS 16. Some leases that
are in place at the date of transition (1 July 2019) result
in increased payments over the remaining life of the
leases. Lotto New Zealand has reassessed the financial
consequences of all increases and where appropriate
included these increased amounts in the statement of
financial position.
• Has determined the most significant impact will be that
Lotto New Zealand will need to recognise a right of use
asset and a lease liability for the office buildings and car
parks that are currently treated as operating leases. This
will mean that the nature of the expense of the above cost
will change from being accounted for as an operating
lease expense (for the year ended 30 June 2019) to a
depreciation and interest expense (for years ending
30 June 2020 and beyond).
Lotto New Zealand will adopt NZ IFRS 16 on 1 July 2019 using
the standard’s modified retrospective approach. Under this
approach the cumulative effect of initially applying NZ IFRS 16
is recognised as an adjustment to opening equity at the date
of initial application (1 July 2019). Comparative information
(for the year ended 30 June 2019) will not be restated.
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The adoption of the new lease accounting standard NZ IFRS 16 in FY20 will result in various leases currently held by Lotto NZ
being reflected in the balance sheet from 1 July 2019. A preliminary assessment of the impact in the change in accounting
standard has been performed and summarised below:

30/06/20
$000
Right of use asset
Lease liability

30/06/19
$000

2,640

3,428

(2,899)

(3,604)

Interest not yet due

259

Change in operating expenses

(40)

(1)

-

(630)

Change in equity (due to adoption of NZ IFRS 16)

Summary of significant accounting
policies
Significant accounting policies are included in the notes
section to which they relate. Significant accounting policies
that do not relate to a specific note are outlined below.

Foreign currency transactions
Foreign currency transactions are translated into
New Zealand dollars using the exchange rates prevailing
at the dates of the transactions.

Goods and Services Tax (GST)
All items in the financial statements are exclusive of GST,
with the exception of amounts due from retailers for current
games, trade receivables, moneys received for games not
drawn at balance date, and trade creditors.

Taxation
Lotto New Zealand is exempt from income tax by virtue of
Section 264 of the Gambling Act 2003.
The following taxes are paid by Lotto New Zealand:

419

Budget figures
The budget figures are those approved by the Board prior
to the beginning of the financial year and published in Lotto
New Zealand’s Statement of Performance Expectations.

Comparative figures
When presentation or classification of items in the financial
statements is amended or accounting policies are changed
voluntarily, comparative figures are restated to ensure
consistency with the current period.

Estimates and assumptions
In preparing these financial statements, Lotto New Zealand
has made estimates and assumptions concerning the future.
These estimates and assumptions may differ from the
subsequent actual results. Estimates and assumptions are
continually evaluated and are based on experience and
other factors, including expectations of future events that are
believed to be reasonable under the circumstances. There
are no estimates and assumptions that have a significant risk
of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year.

• Lottery duty of 5.5 cents in the dollar on GST-inclusive sales.

Critical judgements in applying accounting policies

• Problem gambling levy on GST-inclusive sales less prizes
payable.

Lotto New Zealand has assessed the prize reserve account
as a current liability as itemised in the prize reserve account
policy (see page 40). Lotto New Zealand has also classified
the payment to the New Zealand Lottery Grants Board
as a financing activity in the statement of cash flows due
to this payment being a distribution of profits. No other
critical judgements have been made when applying
accounting policies.

• GST charged on lottery sales less related prizes payable
and operating expenses.
• Fringe benefit tax.
• Non resident withholding tax.
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2. Revenue from contracts
Accounting policy
Revenues and corresponding direct expenses for Lotto (including Lotto Strike and Lotto Powerball), Keno, Bullseye and Play3
are recognised when each lottery is drawn. Instant Kiwi and Instant Play revenue and corresponding direct expenses are
recognised when tickets are sold to players, making those tickets part of a game. Revenue is based on the cost of the ticket
purchased by the player for entry into a selected game and is payable immediately at time of purchase of the ticket.
A ticket purchased by a player may be cancelled only if it is returned to the issuing retailer on the same day of purchase
and before the close of ticket sales on that day. Cancellation of the ticket entitles the player to a refund from the retailer equal
to the cost of the ticket.

30/06/19
Actual
$000

30/06/19
Budget
$000

30/06/18
Actual
$000

950,594

1,065,772

1,046,616

Instant Kiwi

149,517

147,000

142,721

Keno

33,748

31,300

29,515

Bullseye

15,687

15,887

14,903

Instant Play

24,414

21,840

10,837

Revenue from contracts with customers
Ticket sales
Lotto, Strike and Powerball

Play 3
Sales including GST
GST
Sales excluding GST

1,343

748

1,898

1,175,303

1,282,547

1,246,490

69,060

74,664

72,950

1,106,243

1,207,883

1,173,540

Revenue from contracts with retailers
Telecommunications and terminal maintenance service fee

5,686

5,407

5,887

Retailers' establishment fees

820

793

505

6,506

6,200

6,392

Total revenue from contracts

1,112,749

1,214,083

1,179,932

30/06/19
Actual
$000

30/06/19
Budget
$000

30/06/18
Actual
$000

64,642

70,540

68,557

3. Cost of sales

Lottery duty
Problem gambling levy
Retailers' commission and MyLotto transaction fees
Prizes paid and payable
Prize reserve account
Interest transferred to prize reserve account
Ticket costs
Cost of goods sold to retailers

2,030

2,215

2,200

66,088

76,952

71,843

586,078

658,880

614,016

58,958

51,240

71,863

821

1,000

1,283

6,043

6,658

5,263

294

450

160

784,954

867,934

835,185
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4. Property, plant and equipment depreciation
30/06/19
Actual
$000

30/06/19
Budget
$000

30/06/18
Actual
$000

4,716

4,861

4,317

163

460

286

67

160

48

196

189

244

The total depreciation charge for each class of assets
is as follows:
Gaming computers and associated equipment
Other computer hardware
Draw equipment
Leasehold improvements
Furniture and fittings
Motor vehicles
Office equipment

46

58

52

203

232

205

44

42
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5,435

6,002

5,189

30/06/19
Actual
$000

30/06/19
Budget
$000

30/06/18
Actual
$000

• Audit of annual financial statements

195

196

192

• Scrutineering function

123

119

153

-

17

14

248

239

239

-

-

1

Premises costs

1,468

1,648

1,701

IT and telecommunications

6,280

7,357

7,224

Other

4,189

4,570

4,070

12,503

14,146

13,594

5. Other expenses

Fees paid to Audit New Zealand

• Review engagement for six-monthly interim accounts
Board members' fees*
Interest

*Board members’ fees are itemised in Note 17.
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6. Cash and cash equivalents
Accounting policy
Cash and cash equivalents include cash on hand, bank accounts and deposits with maturities of up to three months from
acquisition date.
It is Lotto New Zealand’s policy to restrict its investments to instruments issued or guaranteed by either the New Zealand
Government or registered New Zealand banks. Although investments are normally held to maturity, they are readily
marketable and therefore may be regarded as liquid assets. The value of investments held fluctuates as changes in
market interest rates occur. However, the extent of such fluctuations in value is relatively minor.
Cash and bank balance figures include any cash overdrafts to reflect a total cash position.
Cash equivalents and term deposits are recorded at cost.

Cash and bank balance
Short-term deposits
Accrued Interest

30/06/19
$000

30/06/18
$000

8,091

7,163

27,000

50,500

7

46

35,098

57,709

The carrying value of cash at bank and short-term deposits with maturities less than three months approximates
their fair value.

7. Term deposits
Accounting policy
Term deposits represent deposits and other instruments with maturities of more than three months from acquisition date.

Term deposits
Accrued Interest

30/06/19
$000

30/06/18
$000

39,500

33,000

101

61

39,601

33,061

The carrying value of term deposits with maturities between three and 12 months approximates their fair value.
No term deposits from date of investment have terms greater than 12 months.

8. Restrictions on cash and cash equivalents, and term deposits

Payment of unpaid prizes
MyLotto player funds
Total restricted amount

30/06/19
$000

30/06/18
$000

50,190

69,816

7,098

6,640

57,288

76,456
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9. Receivables and contract assets
Accounting policy
Trade receivables are amounts due from customers for goods sold in the ordinary course of business. They are generally due
for settlement within 30 days and therefore are all classified as current. Trade receivables are recognised at fair value and are
assessed annually for impairment based on collectibility.

30/06/19
$000

30/06/18
$000

Receivables from retailers for current games

4,385

5,036

Receivables from net ticket sales

4,924

5,671

Other trade receivables

117

67

9,426

10,774

Amounts due from retailers, representing sales collected less prizes paid (net sales), are swept from retailers via direct debit
twice a week. Amounts receivable from net ticket sales are net sales due from retailers for games drawn/played but not
received from the retailer at year end, due to the timing of funds being swept via direct debit. Amounts due from retailers
for current games are amounts received by the retailer for purchase of game tickets where the game is still to be drawn in
the future after year end, and not swept by Lotto New Zealand. Other trade receivables are amounts outstanding for retailer
fitout and miscellaneous expenditure.
Lotto New Zealand’s payment terms are that accounts are due on the 20th of the month following invoicing.
All receivables not settled on the 20th of the month following invoicing are considered to be past due.
The carrying value of receivables and contract assets approximates their fair value.
There is no impairment of receivables.

30/06/19
$000

30/06/18
$000

9,373

10,756

Past due 1-30 days

42

8

Past due 31-60 days

10

8

Past due 61-90 days

-

2

Past due > 91 days

1

-

9,426

10,774

Ageing of trade and retailer receivables
Not past due

All receivables greater than 30 days in age are considered to be past due but are deemed recoverable.
For those items not deemed recoverable a specific provision for uncollectibility is recognised.
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10. Property, plant and equipment
Accounting policy
Items of property, plant and equipment are initially recorded at cost.

Additions
The cost of an item of property, plant and equipment is recognised as an asset only when it is probable that future economic
benefits or service potential associated with the item will flow to Lotto New Zealand and the cost of the item can be measured
reliably.
Work in progress included in property, plant and equipment is recognised at cost less impairment and is not depreciated.

Disposals
Gains and losses on disposals are determined by comparing the proceeds with the carrying amount of the asset. Gains and
losses on disposals are included in the profit or loss.

Subsequent costs
Costs incurred subsequent to initial acquisition are capitalised only when it is probable that future economic benefits or service
potential associated with the item will flow to Lotto New Zealand and the cost of the item can be measured reliably. The costs
of day-to-day servicing of property, plant and equipment are recognised in the profit or loss as they are incurred.

Depreciation
Depreciation of property, plant and equipment is calculated on a straight line basis so as to allocate the cost of the assets over
the shorter of the economic life, or the relevant lease periods as follows:

Gaming system equipment
Other computer hardware
Leasehold improvements
Draw equipment
Furniture and fittings

4-7 years
3 years
1-9 years
5 years
10 years

Motor vehicles

4 years

Office equipment

5 years

The residual value and useful life of an asset is reviewed, and adjusted if applicable, at each financial year end.
If an adjustment to the useful life of an asset is made then the remaining book value at that point is depreciated on
a straight line basis over the adjusted remaining life of the asset.

Impairment of property, plant and equipment
Property plant and equipment are reviewed annually for impairment to determine if events or changes in circumstances
indicate that the carrying amount might not be recoverable. An impairment loss is recognised for the amount by which the
asset’s carrying amount exceeds its recoverable amount, less any costs to sell or dispose. If an asset’s carrying amount exceeds
its recoverable amount, the asset is regarded as impaired and the carrying amount is written down to the recoverable amount.
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Breakdown of property, plant and equipment
Gaming
Other
Leasehold Computer Computer
Improvements Equipment Hardware
$000
$000
$000

Draw
Equipment
$000

Furniture
and
Motor
Office Work in
Fittings Vehicles Equipment Progress
$000
$000
$000
$000

Total
$000

Cost
Balance 1 July 2017

2,038

50,763

3,296

325

1,100

619

266

1,051

59,459

Additions

-

4,989

164

333

66

324

28

502

6,406

Disposals

-

(12,402)

(773)

(38)

(69)

(93)

(10)

(1,051)

(14,436)

Balance 30 June 2018
Additions
Disposals

2,038

43,351

2,686

620

1,098

850

284

502

51,429

38

5,094

133

-

185

285

49

1,085

6,869

(100)

(247)

2,038

46,674

2,117

620

1,183

888

325

1,085

54,930

Balance 1 July 2017

898

36,957

2,911

288

852

291

172

-

42,369

Depreciation

244

Balance 30 June 2019

(38)

(1,771)

(702)

-

(8)

(502)

(3,368)

Accumulated depreciation

Disposals
Balance 30 June 2018
Depreciation
Disposals
Balance 30 June 2019

-

4,317
(12,345)

286

48

52

205

37

-

5,189

(773)

(38)

(67)

(82)

(10)

-

(13,316)

1,142

28,929

2,424

299

836

414

199

-

34,243

196

4,716

163

67

46

203

44

-

5,435

(9)

(37)

(1,599)

(702)

1,301

32,046

1,885

(60)

(240)

366

-

822

377

-

(2,647)

234

-

37,031

Carrying amounts
At 1 July 2017

1,140

13,806

385

37

249

328

95

1,051

17,090

At 30 June 2018

896

14,422

262

321

262

437

85

502

17,187

At 30 June 2019

737

14,628

232

254

361

512

91

1,085

17,900

There are no restrictions over the title of property, plant and equipment, nor is any property, plant and equipment pledged
as security for liabilities.
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11. Intangible assets
Accounting policy
Computer software that is not integral to the operation of hardware is recorded at purchase cost less any amortisation and
impairment losses. Amortisation is charged to the profit or loss on a straight line basis over the software’s useful life of three to
seven years. Amortisation begins when the asset is available and ceases at the date when the asset is derecognised.
The amortisation charge for each financial year is expensed in the profit or loss.
Impairment of intangible assets is in accordance with the impairment of property, plant and equipment in note 10.

Breakdown of intangible assets
Computer
Software
$000

Work in
Progress
$000

Total
$000

18,562

818

19,380

2,802

783

3,585

Cost
Balance 1 July 2017
Additions
Disposals
Balance 30 June 2018

(360)

(818)

21,004

783

Additions

2,259

2,285

Disposals

(290)

Balance 30 June 2019

(783)

(1,178)
21,787
4,544
(1,073)

22,973

2,285

25,258

10,775

-

10,775

Amortisation

2,923

-

2,923

Disposals

(360)

-

(360)

Accumulated amortisation
Balance 1 July 2017

Balance 30 June 2018
Amortisation
Disposals
Balance 30 June 2019

13,338

-

13,338

2,986

-

2,986

(256)

-

(256)

16,068

-

16,068

7,787

818

8,605

Carrying amounts
At 1 July 2017
At 30 June 2018

7,666

783

8,449

At 30 June 2019

6,905

2,285

9,190

There are no restrictions over the title of computer software, nor is any computer software pledged as security
for liabilities.
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12. Creditors, other payables and contract liabilities
Accounting policy
These amounts represent liabilities for goods and services provided to Lotto New Zealand prior to the end of financial year
which are unpaid, and amounts unpaid and received in advance from gaming activities. Creditors, other payables and
contract liabilities are unsecured and are usually paid within 30 days of recognition and recognised at their fair value.

30/06/19
$000

30/06/18
$000

Contract liabilities

2,608

1,709

Prize liabilities

26,701

32,652

MyLotto player accounts

4,440

4,169

Trade creditors

11,558

8,977

Payable to the New Zealand Lottery Grants Board
Accrued expenses

1,291

5,029

15,436

11,359

62,034

63,895

Contract liabilities represent moneys received and receivable for games not drawn at balance date.
All liabilities are non-interest bearing and are normally settled within two months of becoming due.
Accordingly, the carrying value of creditors and other payables approximates their fair value.

Credit facilities
Lotto New Zealand has a bank overdraft facility of $1 million with Westpac Banking Corporation.
The interest rate on the overdraft facility at 30 June 2019, if utilised, was 8.85% per annum (2018 : 8.85%).

13. Prize reserve account
Accounting policy
A prize reserve account (PRA) has been established by Lotto New Zealand, as required by the Rules for each game,
to ensure sufficient funding is available to meet advertised division 1 prizes, promotions and the cost of other prizes as
considered appropriate by Lotto New Zealand. Contributions to the PRA include a percentage of sales, prizes unclaimed
after 12 months, and other amounts as set out in the Rules for each game.
Lotto New Zealand does not necessarily have sufficient funds available to meet prize payments without calling on the PRA.
It has therefore classified the PRA as a current liability in accordance with NZ IAS 1 (paragraph 69); in particular it intends to
settle the liability as part of its normal operating cycle and it does not have an unconditional right to defer settlement of the
liability for at least 12 months after the reporting period.

Opening balance
Amounts transferred based on game sales
Interest
Unclaimed prizes over 12 months old
Transfers to prize pools

30/06/19
$000

30/06/18
$000

37,413

33,037

58,958

71,863

821

1,283

10,040

11,414

(83,743)

(80,183)

23,489

37,413
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14. Equity
Accounting policy
Equity is measured as the difference between total assets and total liabilities.

30/06/19
$000

30/06/18
$000

33,513

25,513

-

8,000

Opening balance
Profit/(loss)
Balance at end of the year

33,513

33,513

Total equity

33,513

33,513

Lotto New Zealand’s equity comprises accumulated profits/(losses).

15. Related party information
Lotto New Zealand is controlled by the Crown and has transacted with other entities significantly influenced or controlled by the
Crown. Related party transactions have not been individually disclosed for transactions with other government agencies when
they are on normal terms and conditions consistent with the normal operating arrangements between government agencies.

Related party transactions required to be disclosed
The Gambling Act 2003 requires that Lotto New Zealand distribute all profits to the New Zealand Lottery Grants Board unless
the Minister of Internal Affairs consents to a request from the Board for a retention. All profits were distributed for the year ended
30 June 2019 (2018: $8.0 million of profit was retained to help fund future capital growth). Distribution in respect of the 2019
financial year amounted to $261.3 million (2018: $275.0 million). No funding was provided by the Crown to Lotto New Zealand.

Collectively, but not individually, significant transactions with government-related entities
In conducting its activities, Lotto New Zealand is required to pay various taxes and levies (such as GST, FBT, PAYE, ACC levies,
Lottery Duty and the Problem Gambling Levy) to the Crown and entities related to the Crown. Payment of these taxes and
levies is based on the standard terms and conditions that apply to said taxes and levies. Lotto New Zealand is exempt from
income tax by virtue of Section 264 of the Gambling Act 2003.
Lotto New Zealand also purchases goods and services from entities controlled, significantly influenced, or jointly controlled
by the Crown. Purchases from these government-related entities for the year ended 30 June 2019 totalled $6.4 million
(2018: $6.8 million). Key entities include Air New Zealand, New Zealand Customs, New Zealand Post, and Television
New Zealand.

Key management personnel compensation

30/06/19
$000

Salaries and other short-term employee benefits
Termination benefits

Key management personnel include all Board members, the Chief Executive and the executive team.
Seven members were on the executive team at 30 June 2019 (2018: seven members).

30/06/18
$000

2,424

2,604

-

88

2,424

2,692
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16. Employee remuneration
This note sets out the number of employees and former employees who received over $100,000 in total remuneration during
the year. Total remuneration includes the annual cost to Lotto New Zealand of all elements of contracted remuneration
packages (salaries together with any benefits including motor vehicles, superannuation scheme contributions made by
Lotto New Zealand, and fringe benefit tax). The information below reflects the amount actually paid or, in the case of benefits,
actually provided during the year.

Total remuneration

Number of employees
30/06/19

30/06/18

$100,000 to $109,999

11

8

$110,000 to $119,999

8

6

$120,000 to $129,999

4

5

$130,000 to $139,999

7

3

$140,000 to $149,999

5

4

$150,000 to $159,999

3

4

$160,000 to $169,999

1

2

$170,000 to $179,999

1

5

$180,000 to $189,999

4

3

$190,000 to $199,999

2

-

$200,000 to $209,999

2

1

$220,000 to $229,999

-

1

$230,000 to $239,999

-

2

$240,000 to $249,999

1

1

$250,000 to $259,999

1

-

$280,000 to $289,999

-

1

$300,000 to $309,999

-

1

$310,000 to $319,999

1

-

$320,000 to $329,999

-

1

$340,000 to $349,999

1

1

$360,000 to $369,999

1

-

$410,000 to $419,999

-

1

$430,000 to $439,999

1

-

During the year, six people ceased to be employees and received a total of $32,686 as compensation or other benefits in
relation to the cessation of their employment (2018: 10 people, $357,327). This information is provided pursuant to section 152,
subsection 1(d) of the Crown Entities Act 2004.
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17. Board members’ fees
30/06/19
$000

30/06/18
$000

12

36

-

24

Logan Sears (appointed November 2015)

29

29

Keiran Horne (appointed November 2015)

29

29

Monique Cairns (appointed May 2017)

29

29

Matthew Boyd, Chair (appointed November 2016)

58

58

David Tapsell (apppointed November 2016, appointed Deputy Chair November 2018)

34

29

Kim Gordon (appointed May 2018)

29

5

Roanne Parker (appointed February 2019)

10

-

Mark Todd (appointed February 2019)

10

-

8

-

248

239

Tony Mossman, Deputy Chair (contract ended October 2018)
Mark Gilbert (contract ended April 2018)

Jessica Smith (appointed October 2018 as future director 12 month term)
During the year, one Board member’s contract expired and two new Board members were appointed,
increasing the total number of Board members to eight at 30 June 2019, plus one future director on a fixed
term contract (2018: seven board members).
No Board member received compensation or other benefits in relation to the cessation of their services
during the year or the previous year.

Lotto New Zealand has effected Directors’ and Officers’ Liability insurance cover during the financial year in respect
of the costs of legal representation incurred by Board members and officers in the defence of any civil or criminal
proceedings, and settlements by, or judgements including claimant’s costs awarded against Board members and
officers where no indemnity is provided by Lotto New Zealand.

18. Categories of financial assets and liabilities
30/06/19
$000

30/06/18
$000

Cash and cash equivalents

35,098

57,709

Term deposits

39,601

33,061

9,426

10,774

84,125

101,544

62,034

63,895

Financial assets measured at amortised cost

Receivables and contract assets
Financial liabilities measured at amortised cost
Creditors, other payables and contract liabilities
Prize reserve account

23,489

37,413

85,523

101,308
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19. Financial instrument risks
Lotto New Zealand’s activities expose it to a variety of financial instrument risks, including market risk, credit risk
and liquidity risk. Lotto New Zealand has policies to manage the risks associated with financial instruments.
These policies do not allow any transactions that are speculative in nature.

Market risk
Fair value interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in market
interest rates. Lotto New Zealand’s exposure to this is limited to its bank deposits, which are held at fixed rates of interest.

Credit risk
Credit risk is the risk that a third party will default on its obligation to Lotto New Zealand, causing Lotto New Zealand
to incur a loss. Due to the timing of cash inflows and outflows, surplus cash is invested with registered banks.
Lotto New Zealand investment policy limits the amount of credit exposure to any one bank.

Liquidity risk
Liquidity risk is the risk that Lotto New Zealand will encounter difficulty raising liquid funds to meet commitments as
they fall due. In meeting its liquidity requirements, Lotto New Zealand ensures sufficient funds are available by managing
investments that mature within specified timeframes.

Credit quality of financial assets
The credit quality of financial assets that are neither past due nor impaired can be assessed by reference to Standard
and Poor’s credit ratings (if available) or to historical information about counterparty default rates.

30/06/19
$000

30/06/18
$000

AA-

60,156

84,270

A

14,543

6,500

74,699

90,770

9,426

10,774

9,426

10,774

Counterparties with credit ratings
Cash at bank and term deposits

Total cash at bank and term deposits
Counterparties without credit ratings
Receivables and contract assets
Existing counterparty with no defaults in the past
Total receivables and contract assets

Derivative financial instruments and hedging
As at 30 June 2019, Lotto NZ held four hedge contracts to cover the cost of payments due to be remitted to suppliers in US
dollars at a later date totalling USD2.8 million (2018: nil). The purpose of these hedges is to minimise uncertainty arising from
exchange rate fluctuations in respect of payments to the supplier of Lotto New Zealand’s gaming system.
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20. Capital management
Lotto New Zealand’s capital is its equity, which comprises retained earnings. Equity is represented by net assets.
Lotto New Zealand is subject to the financial management and accountability provisions of the Crown Entities Act 2004,
which impose restrictions in relation to borrowings, acquisition of securities, issuing guarantees and indemnities,
and the use of derivatives.

21. Major budget variations
Sales including GST were $1,175.3 million; $107.2 million (or 8.4%) lower than budget. This was mainly because of the abnormal
level of Powerball jackpots won throughout the year. Powerball is expected to be won 13 times in a full year but was won
18 times in the year. This has resulted in an average jackpot of just $7.8 million, which is materially below the expected average
jackpot. As a result, sales on Lotto Family (Lotto, Powerball and Strike) were below budget by $115.2 million. Sales for these
products at comparable jackpot levels, however, performed ahead of our targets, indicating a solid underlying performance.
Instant Kiwi sales (including Instant Play following the re-brand to Instant Kiwi online) of $173.9 million were higher than budget
$5.1 million (or 3.0%).
Daily games sales (Keno, Bullseye and Play3) were $2.8 million (or 5.9%) higher than budget, largely due to the Keno game
changes introduced through the year, which exceeded forecast expectations.
Operating expenses for the year were $69.7 million, $5.2 million (or 6.9%) below budget. The variances to budget were largely
seen across the categories, but most notably though in: advertising/promotion and retail support, where costs were lower due
to lower Powerball jackpots on offer; and depreciation and IT, due to timings of capital projects.
The resultant net profit of $261.3 million was $13.4 million (or 4.9%) lower than budget.
Sales performing below budget and subsequently a lower profit achieved, resulted in a lower level of cash on hand at year
end compared to budget. A lower-than-average jackpot during the year resulted in the prize reserve fund being significantly
lower than budget, but still within the recommended range of funds held. With operating expenses and capital expenditure
being below budget for the year, creditors payable at year end were lower than expected compared to budget, but in line
with the prior year.
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22. Operating lease arrangements and capital commitments
Accounting policy
Capital commitments are significant capital expenditure contracted for at the end of the reporting period, but not recognised
as a liability.
Leases in which a significant portion of the risks and rewards of ownership are not transferred to Lotto New Zealand as lessee
are classified as operating leases. Payments made under operating leases (net of any incentives received from the lessor) are
charged to profit or loss on a straight line basis over the period of the lease.

30/06/19
$000

30/06/18
$000

Capital commitments approved and contracted
Property, plant and equipment
Total capital commitments

4,590

1,293

4,590

1,293

983

979

Non-cancellable operating lease commitments, payable
Not later than one year
Later than one year and not later than two years

916

872

Later than two years and not later than five years

2,161

2,454

Later than five years

-

205

4,060

4,510

13,024

10,454

Later than one year and not later than two years

3,962

2,528

Later than two years and not later than five years

11,625

2,554

-

-

Total non-cancellable operating lease commitments
Other non-cancellable contracts
Not later than one year

Later than five years
Total other non-cancellable contracts

28,611

15,536

Total commitments

37,261

21,339

Lotto New Zealand has non-cancellable operating leases for its offices. These lease operating commitments are included in
the table above. Further details are as follows:

1. Auckland office
Lotto New Zealand has a lease on its Auckland building for a period of nine years until September 2023 with renewal options
for two further terms of six years each. An incentive was offered to enter the lease agreement which is being amortised over
the nine year lease period. The annual rental on these premises is $1,083,121 (less lease incentive of $235,214 per annum over
nine years) with a rent review every year after the initial term of three years.

2. Christchurch office
During the year, Lotto New Zealand has relocated its Christchurch office and entered into a new lease with an annual rental
of $30,229. The lease will expire in October 2020 if not renewed.

3. Wellington office
Lotto New Zealand has entered into a new lease during the year following the relocation of its Wellington office
in September 2018. The lease is for a term of two years expiring in September 2020 with an option to renew.
The annual rental for the lease is $28,548.

4. Auckland St Lukes store
The store ceased operations in August 2018.
There are no restrictions placed on Lotto NZ by any of its leasing arrangements.
Other non-cancellable contracts primarily relate to the retailer network, gaming system maintenance, media and other
contracts for service.
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23. Contingent liabilities and assets
Accounting policy
Contingent liabilities are disclosed if the possibility that they will crystallise is not remote. Contingent assets are disclosed if it is
probable that the benefits will be realised.
There were no contingent liabilities or contingent assets at either 30 June 2019 or 30 June 2018.

24. Events after balance date

There were no significant events subsequent to balance date.
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Directory
Auckland Office

Board Members:

Level 1, 73 Remuera Road
Remuera, Auckland 1050
PO Box 8929, Symonds Street
Auckland 1150

Matthew Boyd
Chair

Telephone

09 356 3800

Wellington Office
Giggle HQ
90–92 Gracefield Road
Gracefield, Lower Hutt 5010
PO Box 9448, Marion Square

David Tapsell
Deputy Chair

Mark Todd

Kim Gordon
Keiran Horne

Senior Management:
Chris Lyman
Chief Executive

Christchurch Office

Dan Balasoglou
Chief Financial Officer
Annemarie Browne
Chief Marketing Officer
Ben Coney
Chief Innovation and Technology Officer
David Barker
General Manager, Retail

Contact
Website
Email
Telephone

Logan Sears

Monique Cairns

Wellington 6141

Regus, Ground Level
6 Hazeldean Road,
Addington 8024
PO Box 8609, Riccarton
Christchurch 8440

Roanne Parker

mylotto.co.nz
info@lottonz.co.nz
0800 695 6886

Kathryn Haworth
General Manager, Strategy and Communications
Aimee McKinlay
General Manager, People and Culture
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