


Consultation on amending section 2.39 in the Statement of Principles for Determining Financial Penalties in relation to the destination of future regulatory settlements

Overview
One form of enforcement action which can be taken by the Gambling Commission is the application of financial penalties, which are paid to the Consolidated Fund[footnoteRef:1]. Regulatory settlements are an alternative form of enforcement action which may involve payments in lieu of a financial penalty and these regulatory settlement amounts currently follow a different process which was developed before the introduction of a statutory levy system for research, prevention and treatment.   [1:  The Consolidated Fund receives the proceeds of taxation and other government receipts which fund public expenditure.] 

In the April 2023 White Paper, High Stakes: gambling reform for the digital age (opens in new tab) the Government committed to introducing a statutory levy as provided for in Section 123 of the Gambling Act 2005. Following consultation and the necessary legislative processes, the statutory levy came into force in April 2025 (opens in new tab).
In the Commission’s supplementary advice to Government on the design and implementation of a statutory levy (opens in a new tab) published in November 2023 we identified that one outcome of the levy was that the Commission would need to give due consideration to the future destination of regulatory settlements which can be an outcome when the Commission takes regulatory action against a licensee. The process for determining the destination of a regulatory settlement, also referred to as a payment in lieu of a financial penalty, is currently set out in section 2.39 of our Statement of principles for determining financial penalties (opens in a new tab).
The Commission committed to working with Government and the levy commissioning bodies to explore how any regulatory settlement process could, as far as possible, mirror the new levy commissioning structures and avoid a dual system or any duplication of work being funded by the statutory levy.
Following discussions with Government and the new levy commissioning bodies it has been concluded that this would not be feasible given the complexity and potential volatility of regulatory settlement funds. The Commission is now consulting on a proposed amendment to section 2.39 of our Statement of principles for determining financial penalties (opens in a new tab) that would see any future regulatory settlements being sent to the Consolidated Fund as financial penalties are. This would ensure that any future regulatory settlements, which are an important option in the Commission’s regulatory toolkit, are paid quickly to the Consolidated Fund and Government could decide on its use as it does with financial penalties. It would avoid the risk of activity separate to the new levy system taking place outside of proper commissioning and evaluation processes or developing in an uncoordinated manner.
Why your views matter
This consultation sets out a proposal that would amend or remove wording in our Statement of principles for determining financial penalties (opens in a new tab). All stakeholders, including consumers, gambling licensees and members of the public are invited to share their views on these proposals and provide a response to the proposed amendment. These views will help us further consider the appropriateness of our proposal.
Responding to the consultation
Thank you for taking part in the consultation. This consultation document covers one proposal and has a number of questions for you to answer. You can respond to as few or as many questions as you wish and we will consider all responses.
We ask that everyone responds to this consultation using the online survey, although responses can be submitted by post to: Policy Team, Gambling Commission, 4th Floor, Victoria Square House, Birmingham, B2 4BP. 
The print version of the consultation document is laid out slightly differently to the online version.
We may decide to publish your name (if you are responding in a personal capacity) or the name of your organisation (if you are responding on your organisation’s behalf) on our website to indicate that you responded to this consultation. Please confirm within the survey whether you give consent to these details being published. 
Information about how the Gambling Commission processes your personal information, including a specific section on information we collect as part of a Gambling Commission consultation exercise, can be found in the Gambling Commission’s Privacy Policy.
The consultation will run for 8 weeks and will close on Thursday 2 April 2026.
The Commission follows good principles of running a consultation for a proportionate period of time, taking into account the nature and impact of the proposal.  Given that this is a non-complex single topic consultation with a narrow scope, we propose a consultation window of eight weeks. The proposal does not have a direct impact on licensees in terms of incurring costs or needing to change processes and we do not anticipate that stakeholders’ responses will be complex. We are also of the view that it would be more beneficial for stakeholders to have clarity on the future destination of regulatory settlements as soon as is practicable. Taking all of these factors into account, we therefore believe that an eight-week response window is appropriate and proportionate for this consultation proposal. 
Introductory Questions
What is your name?
Name
What is your email address?
Email
What is the name of your organisation (if relevant)?
Organisation name (if relevant)
As part of this consultation, we may decide to publish your name (if you are responding in a personal capacity) or the name of your organisation (if you are responding on your organisation’s behalf) on our website to indicate that you responded to this consultation. 
Do you provide your consent to these details being published?
(Required)
· I CONSENT to the publication of my name or organisation to indicate I responded to this consultation.
· I DO NOT CONSENT to the publication of my name or organisation to indicate I responded to this consultation.
Gambling Commission’s Privacy Policy.
Tell us a little bit about you to help us understand your perspective. Are you:
Multiple choice answer
· An academic, responding as an individual
· A person, responding in a personal capacity who is or has worked in a gambling business 
· A member of the public
· A person representing a charity and/or non-profit
· A person representing a gambling business
· A person representing a trade association
· A person representing a professional body, including academic organisations
· A person representing a licensing authority or other regulator
· A person with lived experience of gambling harm.
Background
One form of enforcement action which can be taken by the Commission is the application of financial penalties, which are paid to the Consolidated Fund. Regulatory settlements are an alternative form of enforcement action which may involve payments in lieu of a financial penalty and these regulatory settlement amounts currently follow a different process which was developed before the introduction of a statutory levy system for research, prevention and treatment.  

Regulatory settlements including those that involve a financial amount in lieu of a financial penalty are an important option in the Commission’s regulatory toolkit. They may be considered when a licensee is, among other things, open and transparent, able to make timely disclosures of material facts, able to demonstrate that they have insight into apparent failings and are able to suggest actions that would prevent the need for formal action. Regulatory settlements can allow the Commission to reach an appropriate regulatory outcome without the need for a formal licence review or to conclude such a review more quickly bringing a swifter resolution which can ultimately benefit consumers. The Commission’s criteria for considering a regulatory settlement is set out in section 5 of our Licensing, Compliance and Enforcement Policy Statement (opens in new tab).

However, regulatory settlements were never intended to be and should never have been seen as part of the core funding for gambling research, prevention or treatment.  

When Government announced in the 2023 White Paper, High Stakes: gambling reform for the digital age (opens in new tab) that it would be introducing a statutory levy, the Commission committed to considering what impact the levy might have on the destination of any future regulatory settlements once the detail of the new levy system was in place, as well as whether GambleAware would continue to have a role in grant-making. We committed to exploring all options, including the extent to which it might be possible to mirror any arrangements which came into place for the levy.

We have been clear that any replacement of the current default destination for regulatory settlements must ensure that a central body is responsible for making decisions on the use of funds (whether for gambling or other purposes), and that effective commissioning and evaluation and alignment with the new levy system is in place. This is beyond the Commission’s regulatory role and is the role of Government and the levy’s commissioning bodies. 

Our Statement of principles for determining financial penalties (opens in a new tab) sets out that payments made in lieu of a financial penalty as part of a regulatory settlement do not need to be paid into the Consolidated Fund in the same way that financial penalties imposed under section 121 of the Act do (opens in a new tab). Instead, the Statement sets out that the Commission will currently apply the following principles in approaching such payments:

· the Commission reserves the power to approve the destination of monies paid as part of a regulatory settlement
· licensees must not generate positive publicity from the regulatory settlement
· payments need to be demonstrably over and above 'normal' Research, Education and Treatment (RET) contributions, or any levy amounts due under Section 123 of the Act
· where practicable, the operator should return money to any identified victims
· if victims cannot be identified or there are no victims, the monies should be given to charity for socially responsible purposes
· socially responsible purposes would include purposes which address gambling related harm or in some way promotes one or more of the licensing objectives
· where payments are made with the aim of addressing gambling-related harm, the presumption is that the money would be paid to GambleAware to be used for specific agreed purposes that accelerate their commissioning plans
· licensees should have no interest in organisations who will receive divested funds
· there should be meaningful evaluation of the effectiveness of projects or research funded by specific regulatory settlements
· research findings must be made public to help raise standards
· clear timeframes should be set for payment of monies and for delivery of work paid for from those monies.

This approach set out in the Statement of principles for determining financial penalties (opens in a new tab) was considered appropriate in the absence of a statutory levy and where GambleAware was the agreed commissioner in the absence of a statutory system.

GambleAware has already announced (opens in new tab) that it is working towards a managed closure by 31 March 2026 as some of the work it has historically delivered transitions to the UK Government and new commissioners across England, Scotland and Wales under the new statutory levy system. This means that the Commission will no longer have an automatic destination for any future regulatory settlements as set out in our Statement of principles for determining financial penalties (opens in a new tab). Having an automatic destination was designed to ensure that regulatory settlement funds went to an appropriate body who could commission programmes and services and monitor their delivery. At times before the introduction of the statutory system, the Commission has approved the destination of regulatory settlements to other bodies such as during periods of growth for GambleAware when it would have been unable to use unexpected additional funding or when a specific proposal had been received by the Commission, but this was never a preferred long-term solution and we have always advised that a central commissioning system, such as that delivered through a statutory levy, should be the way in which almost all gambling research, prevention and treatment should be funded.  

With the closure of GambleAware in a few months, we have been exploring a range of options with the Department for Culture, Media and Sport (DCMS) and they have explored the matter on our behalf with the other levy commissioning bodies; UK Research and Innovation (UKRI), the Office for Health Improvement and Disparities (OHID), NHS England and the Scottish and Welsh Governments. The range of options under consideration included completely or partially mirroring the statutory levy system to disperse funds to one or more of the levy commissioners, as well as exploring whether an alternative commissioner could be identified to receive regulatory settlement funds.

The consensus has been that the complexity and potential volatility of regulatory settlement funds (which may not come at all for some time, often come at short notice when they do arise, can be of varying amounts and are often mid-year so difficult to plan for) would likely create significant challenges for levy commissioning bodies, particularly because their levy allocations should enable and support effective and sustainable research, prevention and treatment. 

The Government has set out the new levy system and each commissioning body under the system can make the case for the use of levy funding from year to year. There is an argument therefore that any additional funding which might arise from regulatory settlements should be a matter for the Government to decide, including whether funding over and above the levy is necessary and proportionate.

For these reasons, it has not been possible to identify a model where regulatory settlements could or should fully or partially mirror the statutory levy system. Instead, the discussions have led to recommendations to create clear separation between the statutory levy and any future regulatory settlement funds. 

Similarly, we do not at this time consider that there is an appropriate alternative commissioner that could be identified to act alongside the levy system. This is because the Government has identified that the commissioners within the levy system are the most appropriate bodies for commissioning and coordinating research, prevention and treatment. Having further activity outside of these structures risks uncoordinated activity or gaps and duplication, or that commissioning and evaluation practices are not upheld.

We consider that it would not be appropriate for the Commission to act as an alternative commissioner for regulatory settlement funds alongside the levy structure for a number of reasons. If we were to take on this role, there could be a perception that the Commission would or could conduct compliance and enforcement activity in order to increase revenue through regulatory settlements for research (for example). The Commission already receives some funds under the statutory levy for research and we should be required to make the case under the formal levy structures for research funding, to ensure that research activity is coordinated and shared via the levy structures or via our regulatory budgetary procedures.

This means that we consider that the most viable and appropriate option is to propose that any future regulatory settlements are paid directly to the Consolidated Fund.

Proposal 
We have been clear that any replacement of the current default destination for regulatory settlements must ensure that a central body is responsible for making decisions on the use of such funds (whether for tackling gambling-related harm or for other purposes), and that effective commissioning and evaluation and alignment with the levy system is in place. This is beyond the Commission’s regulatory role and is the role of the Government and the levy’s commissioning bodies. 

We are consulting on amending section 2.39 of the Statement of principles for determining financial penalties (opens in a new tab) to propose that in future regulatory settlements are paid directly to the Consolidated Fund, aligning with the process that is in place for financial penalties as set out in the Gambling Act 2005. This would mean that the Government would be responsible for making decisions on the use of such funds whether for tackling gambling-related harm or for other purposes.

We are not proposing any changes to the process and criteria for considering the appropriateness of a regulatory settlement, such as whether it includes a financial aspect or any divestment as part of our regulatory enforcement activity. The position as set out in section 5 of our Licensing, Compliance and Enforcement Policy Statement (opens in new tab) remains unchanged.

We understand that some stakeholders may feel that regulatory settlement funds should be used to mitigate any harm created by a gambling licensee rather than being sent to the Consolidated Fund, where the use of such funds may not be hypothecated to purposes connected with gambling. However, the new statutory levy system should mean that more funding to deliver a sustainable and equitable funding system for research, prevention and treatment of gambling-related harm is already in place and is distributed in line with the strategic direction of the Government and commissioned by the levy’s commissioning bodies. In addition, the Government can direct funds from the Consolidated Fund for any purpose they wish, and this could include those connected with gambling. If they choose to do so, the delivery of this work can be commissioned, properly evaluated and aligned to the broader programme of work being conducted under the levy system.

As set out in a written ministerial statement by Baroness Twycross on 2 December 2025 (opens in new tab) statutory levy funding (following the deduction of administrative costs) will be directed in specific proportions for the purposes of research, prevention and treatment of gambling-related harm as follows:

· 20 percent will go to UK Research and Innovation (UKRI) for the establishment of a bespoke Research Programme on Gambling. The levy will provide a dedicated and sustainable injection of funding for independently commissioned research to inform policy and practice. We understand that the formal launch of the UKRI Gambling Harms Research Coordination Centre will take place in April 2026. A small portion of funding will also be allocated to the Gambling Commission to direct further research in line with its licensing objectives.

· 30 percent of funding will go to the Office for Health Improvement and Disparities (OHID) and Scottish and Welsh Governments to develop a comprehensive approach to the prevention of gambling-related harm across all three nations of Great Britain. In England, OHID will prioritise the development of an independent, public health approach that recognises the importance of the voluntary sector and local authorities in delivering effective prevention activity. OHID has already published details of their Gambling Harms Prevention: Voluntary, Community and Social Enterprise (VCSE) Grant Fund (opens in new tab). 

· The remaining 50 percent of funding will go to NHS England and Scottish and Welsh Governments to work with providers, including the third sector, to increase access to treatment and support for those experiencing gambling-related harm. This will ensure services are joined up and consistent so that no one is falling through the cracks.

In the absence of a destination that could centrally manage regulatory settlement funds (including the unplanned nature of any such funds), we are concerned that approving regulatory settlement destinations and project activity on an ad hoc basis outside of the levy structure risks creating an uncoordinated approach, possible duplication of effort and insufficient commissioning and evaluation approaches. 

Following consideration of the consultation responses and decisions on the appropriate amendments to the Statement of Principles for Determining Financial Penalties, we would intend to make changes to the Statement of Principles for Determining Financial Penalties with immediate effect. This proposal would not require operators to make changes to systems or processes, and we are not required to provide a three-month notice period for changes to our Statement of Principles for Determining Financial Penalties (as would ordinarily be the case with changes to our Licence Conditions and Codes of Practice (LCCP) other than in cases of urgency). 

Proposed revisions to the SoP
Our proposed changes to section 2.39 of the Statement of Principles for Determining Financial Penalties are shown below with deletions marked as a strikethrough.

Payments in lieu of financial penalties
2.39. Payments made in lieu of a financial penalty as part of a regulatory settlement will do not need to be paid into the Consolidated Fund in the same way that financial penalties imposed under section 121 of the Act do are. As a result, there is more flexibility about how such monies may be used. However, the Commission will apply the following principles in approaching such agreed payments:
· the Commission reserves the power to approve the destination of monies paid as part of a regulatory settlement
· licensees must not generate positive publicity from the regulatory settlement
· payments need to be demonstrably over and above 'normal' Research, Education and Treatment (RET) contributions, or any levy amounts due under Section 123 of the Act
· where practicable, the operator should return money to any identified victims
· if victims cannot be identified or there are no victims, the monies should be given to the Consolidated Fund charity for socially responsible purposes
· socially responsible purposes would include purposes which address gambling related harm or in some way promotes one or more of the licensing objectives
· where payments are made with the aim of addressing gambling-related harm, the presumption is that the money would be paid to GambleAware to be used for specific agreed purposes that accelerate their commissioning plans
· licensees should have no interest in organisations who will receive divested funds
· there should be meaningful evaluation of the effectiveness of projects or research funded by specific regulatory settlements
· research findings must be made public to help raise standards
· clear timeframes should be set for payment of monies and for delivery of work paid for from those monies.
Consultation Questions
1. To what extent do you agree with the proposal to amend section 2.39 of Statement of Principles for Determining Financial Penalties to make it clear that in future all regulatory settlements agreed as part of Gambling Commission enforcement action will be directed to the Consolidated Fund as financial penalties are?
Multiple choice answer
· Strongly agree
· Agree
· Neither agree nor disagree
· Disagree
· Strongly disagree
2. Please give your reasons for your previous answer below
[Free text box]
3. Can you foresee any issues related to amending the destination for future regulatory settlements to the Consolidated Fund?
[Free text box]
4. Do you consider that there is an alternative destination for future regulatory settlements that we have not considered?
[Free text box]
5. Are there any additional issues related to amending the destination for future regulatory settlements that we should consider?
[Free text box]
6. Do you have any views on the proposed timetable for implementation?
[Free text box]

Equalities Impact Assessment
Our initial assessment indicates that this proposal does not have a negative impact on the protected characteristics outlined in the Equality Act 2010. It does not give rise to unlawful discrimination, harassment or victimisation or other conduct prohibited under the Act. 
At present, we do not consider that the proposal would diminish equality of opportunity or foster poor relations between individuals who share a protected characteristic and those who do not but we will continue to keep this position under review and welcome any views in relation to this.
Do you have any evidence or information which might assist the Commission in considering any equalities impacts, within the meaning of section 149 of the Equality Act 2010, relating to the proposal in this consultation?
[Free text box]
Further information: Section 149 Equality Act 2010
Click here for the Government response to the consultation on the structure, distribution and governance of the statutory levy on gambling operators.
Click here for the written statement on how levy funding will be directed in specific proportions for the purposes of research, prevention and treatment of gambling-related harm.
Click here for details of OHID’s new Gambling Harms Prevention: Voluntary, Community and Social Enterprise (VCSE) Grant Fund.





