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Chair's Message

This year saw further expansion of consumer choice for Ontarians through the growth of the
legal online gaming market and the announcement that beer, wine and ready-to-drink
beverages would be sold in convenience and grocery stores across the province. Our mandate
is to ensure that consumers have safe access to our regulated sectors — alcohol, cannabis, and
gaming — with the freedom to make choices for themselves. And the team of talented, creative
and hard-working employees at the Alcohol and Gaming Commission of Ontario is delivering
this for Ontarians.

The Government of Ontario set the following priorities for the Agency this year:

Safe and responsible sale of alcohol in convenience and grocery stores across Ontario.
At the time of writing, we will have issued over 3,500 licences to grocery store and convenience
store owners, representing an 11% increase! in the options to purchase alcohol for Ontarians.
We require robust training to ensure alcohol is not sold to minors or people who are intoxicated.
The AGCO will be taking strong measures with respect to social responsibility infractions and
may inspect a location at any time. Licence holders will be required to let AGCO inspectors
access the business and conduct their inspections.

Keeping our communities safe and protecting youth by combatting illegal cannabis
sales. We have worked with the Ontario Cannabis Store and the government to support legal
cannabis retailers in our robust and open market retail system, while cracking down on illegal
cannabis stores. We will continue to work with the police and government to keep communities
safe.

This Annual Report provides details on how the AGCO has delivered on these priorities and
others over the past fiscal year. As an agency that’s firmly committed to accountability and
transparency, the Board has continued its oversight of the AGCO'’s response to
recommendations made by the Auditor General of Ontario in the 2020 audit of the organization.

This past year saw the retirement of AGCO'’s former CEO and Registrar Tom Mungham.
Throughout his 17-year career at the AGCO, including three as its chief executive, Tom
provided exceptional leadership to the agency as its mandate expanded and the sectors it
regulates continuously evolved. Following Tom'’s retirement, we were pleased to welcome Dr.
Karin Schnarr as CEO and Registrar in September 2023. Karin brings a wealth of experience
from the academic, public, and private sectors, and has already made a strong and immediate
impact on the agency as it continues to forge ahead with its important mandate.

I conclude by acknowledging and thanking my predecessor, Lalit Aggarwal, for his four years of
outstanding service to the AGCO as outgoing Chair. Lalit was a steady hand for the Board and
AGCO through the difficult days of the pandemic and provided important leadership in several
key initiatives including the launch of Ontario’s iGaming market. In additional changes to our
Board of Directors, | also congratulate AGCQO’s former Vice-Chair and current Board Member,
Heidi Reinhart, on her appointment as Chair of iGaming Ontario in July 2023 and Board

13,574 Convenience Store Licences and Grocery Store Licences as of July 24, 2024. 11% increase is based on 31,240 licences in
2022-23 (2022-23 AGCO Annual Report, Table 7: Total number of Liquor Licences)
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Member Paul Stoyan on his appointment as Vice-Chair in August 2023.

On behalf of the Board, I'd like to extend our sincere thanks to the staff of the AGCO. This
agency’s workforce is a dedicated and hard-working group of public servants who are
committed to supporting the sectors we regulate while protecting the interests of the people of
Ontario.

Dave Forestell, Chair

CEQO’s Message

The 2023-2024 fiscal year saw yet another transformative period for the AGCO. | was honoured
to join this organization as Registrar and CEO in September 2023, following the retirement of
my esteemed colleague Tom Mungham. Throughout his remarkable 17-years at the AGCO,
Tom provided exceptional leadership as the agency’s mandate expanded, taking on new
initiatives to respond to and support the evolving needs in each of the sectors we regulate. | join
our Board of Directors in expressing sincere thanks to Tom for his legacy of outstanding
contributions to the AGCO and to the Ontarians we serve.

A significant milestone marked the start of this fiscal year in April 2023 - the first anniversary of
Ontario’s open, regulated internet gaming (igaming) market. In partnership with iGaming
Ontario, we conducted an Ipsos study to coincide with the new market’'s one year anniversary. It
revealed that over 85 per cent of respondents who gambled online in Ontario were now doing
so on regulated sites. This represents considerable success in shifting players from gambling on
unregulated sites to choosing regulated sites that provide Ontario’s high standards of game
integrity and player protections. The regulated market has also provided gaming industry
participants with a clear framework to enter the market, fostering innovation and economic
opportunities for businesses.

The agency’s accomplishments were not only noted here in Ontario, but once again on the
world stage. In June 2023, the AGCO was recognized by the North American Gaming
Regulators Association’s Excellence in Gaming Regulation Award for our world class efforts in
developing and implementing the regulatory framework for Ontario’s igaming market.

This fiscal year, we strengthened our support of the charitable gaming sector by

creating improved fundraising opportunities. Following a sector consultation, the AGCO
approved an expansion of hospital foundation charitable 50/50 electronic raffle ticket sales to
permit them to be sold in Ontario convenience stores by retail staff. In addition, the maximum
number of online raffles that charities can conduct and manage at the same time increased,
from a maximum of two to four. These changes reflect our commitment to provide added
flexibility and fundraising opportunities to charitable organizations, improving the lives of
Ontarians.

In December 2023, the Government of Ontario announced that alcohol sales would soon be
expanded to provide more choice and convenience to Ontarians. This marks a significant
upcoming change to the alcohol sector, with thousands of new retail stores in Ontario eligible to
sell alcohol in this future marketplace. The AGCO will play a pivotal role in delivering this
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government initiative and has been working to develop a regulatory framework and
implementation plan that ensures effective safeguards for the responsible sale of alcohol and
facilitates market participation for eligible retailers that wish to join the sector.

In the evolving cannabis sector, the agency continued to play a critical role in ensuring the safe,
responsible and lawful sale of cannabis. This is an industry that continues to evolve. In April
2023, the City of Mississauga opted in to permit authorized cannabis retail stores. The AGCO
ensured that resources were in place to support applicants through the licensing process and
residents through this change. To help reduce burden on cannabis retailers, we worked with

the Ontario Cannabis Store to implement a new Point-of-Sale Data Reporting Platform. The new
system enables automated regulatory reporting, helping to reduce reporting burden for retailers
while increasing data accuracy.

Throughout 2023-2024, the AGCO continued to work closely with horse racing industry experts
on equine welfare reforms, including making changes within the Rules of Racing to promote the
welfare of equine athletes, such as to restrict the use of potentially harmful medications for
horses. We also made several updates to the temporary COVID-19 rule amendments for
Standardbred and Thoroughbred Rules of Racing, reflecting the lifting of public health
restrictions in this sector.

Diversity, Inclusion, and Accessibility (DI&A) remained a priority for the AGCO, as we continued
to carry out a multi-year DI&A strategy. In July 2023, a dedicated DI&A Office was created to
operationalize this work and to ensure that the AGCO can continue to support its culture of
inclusion as an employer, and deliver inclusive, accessible, and responsive services as a
service provider.

Our current Strategic Plan comes to its conclusion at the end of this fiscal year and we are
currently working to establish the agency’s next Strategic Plan. As part of the development,
we've broadly consulted with our internal and external stakeholders on their perspectives and
priorities of strategic goals that align with AGCO's vision and mandate. Work continues to
finalize the goals, initiatives, and outcomes to begin implementing the plan next year.

Over the year, we also continued to prioritize our Digital Strategy and the digital enablement of
our work to strengthen our ability to make evidence-based decisions that support our risk-based
compliance model and enhance regulatory effectiveness.

This fiscal year closed with a significant distinction for the AGCO, as we were selected as one of
Greater Toronto's Top 2024 Employers. This annual designation recognizes employers for
providing outstanding workplaces and best practices for their employees. The entire
organization rightfully took great pride in this recognition.

Looking forward, we will continue our journey to be a world-class regulator that is innovative,
proactive, inclusive, and socially responsible. We will continue to work closely with our
government partners including the Ministry of the Attorney General, as well as our diverse
sectors of stakeholders, to develop and uphold outcomes-based standards in the interest of
Ontarians.

Dr. Karin Schnarr, Registrar and CEO
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About the AGCO

Introduction

The Alcohol and Gaming Commission of Ontario (AGCO) is an Ontario provincial
regulatory agency reporting to the Ministry of the Attorney General (MAG). It is a corporation
under the Alcohol and Gaming Commission of Ontario Act, 2019.

The AGCO is responsible for regulating the alcohol, gaming, horse racing and cannabis retail
sectors in accordance with the principles of honesty and integrity, and in the public interest. In
so doing, the AGCO administers the Liquor Licence and Control Act, 2019, the Gaming Control
Act, 1992, the Horse Racing Licence Act, 2015 and the Cannabis Licence Act, 2018. The
AGCO also administers the charity lottery licensing Order-in-Council 208/2024.

AGCO Subsidiary

iGaming Ontario (iGO) was established as a subsidiary corporation of the AGCO in 2021. iGO is
responsible for conducting and managing igaming through private operators in Ontario. The
AGCO's role as a regulator is kept separate from iGO’s commercial role. The AGCO continues
to be responsible for regulatory oversight of all gaming activities in Ontario, including private
igaming operators, suppliers and iGO. Companies who successfully enter the Ontario market
are required to meet rigorous standards of game and operator integrity, fairness, player
protections, and social responsibility.

The AGCO'’s Annual Report must contain the Annual Report of its subsidiary. As such, the iGO
Annual Report is appended.

Board of Directors

The AGCO Board of Directors (the Board) is responsible for the overall governance of the
AGCO and meets regularly. In exercising its governance functions, the Board sets goals and
strategic directions for the Commission to fulfill its mandate; this includes working with the Chief
Executive Officer and senior management on regulatory and governance activities.

As part of its governance structure, the Board has two standing committees. These committees
are the Finance, Audit and Risk Management Committee and the Strategic Oversight and
Governance Committee. The committees are accountable to the Board and provide regular
updates at board meetings, highlighting key decision points, areas of substantive discussion
and recommendations to the Board.

¢ Finance, Audit and Risk Management Committee is responsible for providing oversight
on matters related to financial performance. This committee also provides oversight on
cybersecurity, internal audit activities, risk management and emergency management,
including internal control systems and annual risk management and audit plans.

e Strategic Oversight and Governance Committee is responsible for ensuring the agency
has an effective governance framework and is carrying out its responsibilities and
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fulfilling its legislative mandate. This committee is responsible for monitoring and
assessing the agency’s performance against key strategies and objectives and providing
strategic oversight with respect to the AGCQO'’s corporate social responsibility program
and human resources strategy.

The list below reflects the members of the Board who served during the fiscal year ending
March 31, 2024, including their original appointment dates.

Total per diems of all appointees for 2023-24: $123,309.90

Fiscal Year 2023-24 Remuneration: Board of Directors

Total
Date First Most Recent Remuneration
By Appointed Appointment Term
FY 2023-24
Dave Forestell December 12, July 20, 2023 - $29,678.31
Chair 2018 July 19, 2024
Lalit Aggarwal June 6, 2019 June 6, 2020 — $18,225.31
(Former Chair) July 14, 2023
Paul Stoyan July 29, 2021 July 29, 2023 - $15,645.01
Vice-Chair July 28, 2026
Cara Vaccarino February 14, 2020 | February 14, 2022 — $13,212.75
Member February 13, 2025
Chair of Strategic,
Governance and Oversight
Committee
Douglas McLarty February 20, 2020 | February 20, 2022 — $14,613.54
Member February 19, 2025
Chair of Finance, Audit and
Risk Management
Committee
Neil Desai September 17, September 17, 2022 — | $18,145.39
Member 2020 September 16, 2025
Heidi Reinhart October 29, 2020 September 16, 2023 — | $13,789.59
Member2 September 15, 2026

The AGCO organizational structure is appended.

2 Heidi Reinhart is the current Chair of the iGaming Ontario Board.
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2023-24: Year in Review

Strategic Goals

The AGCO's strategic plan outlines the strategic goals for the organization. The AGCO is in its
final year of its current five-year strategic plan and development is underway for the upcoming
multi-year Strategic Plan.

fgh AGCO_.. STRATEGIC PLAN

Modern Regulator Service Excellence People First
Our Strategic Goals @ m
= e Serve the public interest through * Continuously ensure a deep * Champion an inclusive workplace by
effective and innovative approaches to understanding of our stakeholders to implementing recommendations from
" regulation in the alcohol, gaming, anticipate and respond to their evolving  the AGCO's DI&A strategy to further
Our Key Commitments cannabis and horse racing sectors needs develop employee’s wellbeing and best
serve the people of Ontario
* \Make evidence-based decisions to * Provide a positive experience through
regulate in the public interest the delivery of services that are clear, ~ * Develop our talent to empower
timely and that meet the expectations employees and nurture our internal
e Strengthen our organizational of those we serve talent succession pool

foundation to support the agency's
expanding priorities and business
strategies

The 2023-24 AGCO'’s achievements highlight its commitment to deliver on each of its three
strategic goals: Modern Regulator, Service Excellence, and People First. These achievements
are attributable to the key core activities, projects and initiatives being undertaken at the AGCO.

Being a Modern Regulator remains a key commitment and shapes how the AGCO regulates
and collaborates with its stakeholders. The AGCO is committed to leveraging evidence and
effective stakeholder engagement and relationship management as part of the development and
implementation of its regulatory direction.

The AGCO is a digital-first organization that provides convenient and consistent digital self-
service channels anytime and anywhere for all its core services. Our goal is to create an optimal
service experience for our applicants and licensees that better supports them in navigating the
AGCO service journey and in understanding and meeting their compliance obligations. The
AGCO continues to focus on the ongoing optimization of the IAGCO service portal to increase
the number of users who can complete their transactions online.

Service Excellence

Service Excellence is a core foundation embedded throughout the AGCQO'’s work, from the
AGCOQO's core service delivery to licensing and registration, compliance and investigations and
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enforcement. The AGCO applies a Service Excellence lens to ensure that the AGCO builds
programs and policies that best serve the needs of our customers.

Improvements in key customer facing technologies, including both the AGCO website and
Contact Centre, were made to better meet the demands of licensees, registrants, and the public
we serve. The new site, that will launch early in 2024-25, is intended to be more task based, to
better support the user journey by creating a seamless service experience between the public
website and iIAGCO.

The AGCO remains dedicated to nurturing the potential of its workforce and recognizes the critical
nature of cultivating this organizational emphasis. Embracing a priority on people and maintaining
a steadfast dedication to diversity, inclusivity, and accessibility are integral to advancing toward
this strategic objective.

The AGCO has made significant progress in fostering a supportive and engaging workplace
culture over the past year. It has focused on implementing comprehensive organizational
development frameworks and initiatives aimed at talent development and recognition. It remains
dedicated to employee engagement and accommodating individuals' needs, ensuring fairness
and transparency throughout.

The number of staff who believe the AGCO is making progress on its Diversity, Inclusion and
Accessibility (DI&A) commitment has risen this year, in part due to the demonstrated
commitment of the AGCO in transitioning DI&A from a corporate project to an operational
program. In 2023-24 employee attendance at learning events featuring guest speakers
surpassed previous years. DI&A principles and practices are being embedded into AGCO
operations, for example recruitment processes and leadership development programs.
Employees are regularly invited to share feedback and ideas, and to collaborate in the planning
and implementation of DI&A activities.

Performance Measurement

Performance measurement at the AGCO continues to evolve evidence-based evaluation
practices to support the effectiveness of the agency’s activities and initiatives, while also
demonstrating the AGCO'’s progress towards delivering on its strategic goals and mandate. As
part of the next strategic plan, the agency will be identifying measures and targets to measure
success against each goal and enhance insights to support strategic decision making.

Performance Measures Outcome Metric Performance

Digital First: The AGCO provides user- | % of users using digital options | 95%
based services and information through | to transact with the AGCO
multiple windows and service channels | meets or exceeds target of
anytime and anywhere. The number of | 85%

digital applications and complaints
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received by the AGCO are used to
calculate this total.

Service Excellence

their suggestions and ideas
count® meets or exceeds
target of 70%.

Value for Money: Ensuring value per % of applications for Special 93%
transaction with a focus on streamlining | Occasion Permits auto-issued
process and reducing regulatory meets or exceeds target of
burden. 90%.
Employee Experience: The degree of % of AGCO staff who would 89%
involvement and empowerment recommend AGCO as a place
correlates directly with productivity, to work meets or exceeds
motivation, and job satisfaction. target of 75%.

% of AGCO staff who believe 80%

Diversity, Inclusion and Accessibility
Strategy: measuring progress the
AGCO'’s goal to build an inclusive
workplace culture, free from
discrimination and harassment.

% of AGCO staff who believe
the AGCO is making progress
on its DI&A commitment meets
or exceeds 91%.

93% (May)*

% of AGCO staff who feel able
to bring their “whole selves” to
work meets or exceeds 92%.

92% (Feb)?

Key Achievements by Sector

Alcohol

Throughout fiscal year 2023-24, the AGCO advanced a range of initiatives aimed at supporting
Ontario’s dynamic liquor sector. These activities aligned with key government priorities while

continuing to ensure alcohol is sold, served, and delivered responsibly.

3 The language of this measure has been updated to reflect the survey question language.

4 The measures above reflect one point in time and are sourced from surveys conducted in May 2023 and

February 2024.
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On December 14, 2023, the Government reaffirmed its commitment to modernizing the
alcohol sector, with plans for liquor retail expansion in Ontario.® This expansion, the
largest in almost a century, aims to introduce a surge of new retailers into the market to
offer consumers greater convenience and choice, all while ensuring the sector operates
with honesty, integrity and in the broader public interest. Acting as a critical leader in
facilitating a stable transition of an expanded market, the AGCO continues to collaborate
with the government in the development of a new regulatory framework.

In recognition of the national and international significance of the 2023 FIFA Women's
World Cup, the AGCO extended operating hours for the sale and service of alcohol,
providing support to the hospitality and tourism sector.

The AGCO continues to administer the Police Report and Last Drink Programs in
partnership with the police. This is part of supporting a coordinated approach to
compliance activities, which places significant emphasis on working with local
community partners, including police, fire services, municipal by-law, and public health
units.

The use of mystery shoppers in the grocery sector continues to be an effective tool to
aid in evaluating how grocery stores are performing in preventing youth access to
alcohol. Throughout 2023-24, the AGCO expanded the Mystery Shopper Program to
cover all liquor licensees operating within the province.

Gaming

Throughout fiscal year 2023-24, the AGCO advanced a range of initiatives to support Ontario’s
evolving gaming sector, including charitable gaming, Land-Based Commercial Gaming,
igaming, and lottery. These activities support key government priorities, supporting healthy and
sustainable gaming industry while maintaining a focus on responsible gambling and player
protection.

Charitable Gaming

The AGCO implemented several initiatives to provide new opportunities for eligible
organizations, responding to the evolving needs of stakeholders in the sector. These included:

Increasing the number of online raffles that charities can conduct and manage at the
same time from two to four.

Establishing a framework permitting hospital foundation charitable electronic 50/50 raffle
(e-raffle) tickets to be sold in person in Ontario convenience stores, by convenience
store retail staff.

5 Prior to the publication of this report, on May 24, 2024, the Government announced that authorized
grocery stores will be able to sell an expanded selection of liquor as of August 1, 2024, convenience
stores as early as September 5, 2024, and new grocery stores and big box stores as of October 31, 2024.
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Ontario and Nova Scotia collaborated to establish Canada'’s first inter-provincial
charitable raffle lottery licence, a milestone in the AGCQO'’s efforts to modernize
charitable gaming.

Land-Based Commercial Gaming

Over the course of 2023-2024, the AGCO has undertaken a range of activities to advance its
Gaming Modernization Strategy:

Numerous workshops were held on significant reforms to the AGCQO'’s casino eligibility
and casino compliance models, which have been identified for potential implementation
in 2024/25.

The requirements, data access and analytical feasibility of a Regulatory Anti-Money
Laundering (AML) Operational Dashboard were all confirmed this fiscal year. The
Dashboard will be used to better focus agency resources and the current target for the
launch of the alpha version is Q1-2024/25, with subsequent versions to be iterative in
nature and launched at appropriate intervals.

iGaming

Since the launch of Ontario’s regulated igaming market in April 2022, the AGCO has maintained
focus on ensuring the regulatory model continues to meet the objectives of supporting a
competitive igaming market that protects consumers and provides them with choice.

In August 2023, the AGCO announced changes to the Registrar's Standards for
iGaming to further restrict the use of athletes, celebrities and other figures likely
expected to appeal to minors in igaming advertising and marketing activities. These
changes were implemented to build on the existing regulatory framework for igaming by
further safeguarding children and youth who can be particularly susceptible to
advertising content featuring prominent athlete and celebrity endorsements. AGCO
further released, in early-February 2024, a supplementary guidance document setting
out additional clarity with respect to the amended Standard, helping support a smooth
implementation of the changes.

For the one year anniversary of the Ontario igaming market, the AGCO partnered with
iGaming Ontario to conduct an Ipsos study. The study showed over 85 per cent of
respondents who gambled online in Ontario were now doing so on regulated sites.
Collaboration with international jurisdictions on tackling the Unregulated iGaming Market
continued in 2023-24 and a comprehensive strategy is in the process of being drafted to
limit industry access to the unregulated market and increase public awareness by
delivering a second generation of high impact, coordinated and relevant regulatory
activities.

Lottery

In September 2022, the Ontario Lottery and Gaming Corporation (OLG) announced plans to
implement new self-serve terminals (SSTs) in lottery retail locations. Throughout 2023, the
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AGCO supported the implementation of SSTs, including making changes to the Registrar’s
Standards for Gaming: Lottery Sector to enable the launch of SSTs starting in February 2024,
with the rest of the SSTs launching across the province in 2024/25.

Horse Racing

As part of the AGCO'’s ongoing commitment to protecting Ontario’s racehorses, enhancing the
integrity of racing and providing a regulatory framework appropriate for today’s racing industry,
AGCO announced and implemented a number of equine welfare reforms in 2023-24. These
reforms included:

¢ Banning certain medications and substances in horses participating in an Official
Workout (Thoroughbred and Quarter Horse) or in a Qualifying Race (Standardbred);

e A new rule requiring licensed trainers to report all stabling locations they operate under
their licence, including any location changes to the Registrar within five (5) calendar
days.

e Arevision of 22.19 of the Standardbred Rules of Racing to update language and the
penalty structure that prohibits a driver’s foot to make contact with the horse in any
manner, aligning it more closely with the urging provisions.

¢ Reinstated breathalyzer testing for horseracing participants in Safety Sensitive Positions,
including drivers, jockeys, valets, and track maintenance personnel and resumed testing
for the Human Alcohol and Drug Program, given that COVID-19 public health restrictions
are no longer in effect.

e The AGCO made permanent a number of temporary COVID-19 rule amendments to
provide additional flexibility and positive impact to the sustainability of the industry.

Cannabis

In 2023-24 The AGCO focused on supporting cannabis retailers by fostering innovation and
flexibility, reducing burden, and by seeking opportunities to combat the illicit market.

e The AGCO is working collaboratively with provincial partners, including the Ontario
Cannabis Store (OCS), Ontario Provincial Police, and government to better understand
the illicit market and identify areas where the AGCO can support the government’s
objective of combating the illicit cannabis market. While authorized cannabis retailers
and the OCS have made substantial inroads in Ontario as the only legal sources of
recreational cannabis, illicit cannabis continues to be an issue in the province and is
estimated to make up approximately 40 per cent of Ontario’s cannabis market®.

e Since 2019, the AGCO has been working with the OCS to implement a new Point-of-
Sale (POS) Data Reporting Platform to automate and standardize monthly regulatory
reporting processes for licensed cannabis stores. In 2023, the AGCO announced that
starting in July 2024, all cannabis retailers will have their sales data automatically

6 2022-23 Ontario Cannabis Store Annual Report
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submitted directly to the OCS data platform and will be subject to new Standards for
their regulatory reporting requirements.

An internal Data Driven Compliance application has been developed to make better use
of data to support the inspectors’ ability to focus their activities on entities that present
the highest risk of non-compliance. Work is under way to launch the application in the
cannabis sector in 2024/25.

Enhanced Cannabis Application Pre-Screening Interviews continue to be essential in
supporting the honesty and integrity of licensees, registrants, and authorization holders
and allow for immediate flagging of any criminal associations. In 2023, Eligibility and
Major Investigations conducted 468 cannabis-related investigations and noticed a
significant decrease in the identification of problematic applications. This is attributed to
the registered cannabis market maturing and the message being conveyed within the
cannabis industry that the OPP was conducting thorough background investigations on
applicants and entities.

The AGCO continues to use the Mystery Shopper Program to identify retailers who
present an increased risk of permitting youth access. During this fiscal year, the AGCO
enhanced the Mystery Shopper Program to support enhanced oversight of cannabis
retailers operating close to high schools.

To better support cannabis retailers as the market evolves, the AGCO supported the
Ministry of the Attorney General in making legislative changes to the Cannabis Act, 2018
to enable the transfer of Retail Store Authorizations from one licensed operator to
another, and to allow the sale of cannabis from one operator to another in prescribed
circumstances. These amendments received Royal Assent in Spring 2023 and will be
followed by regulatory amendments to establish the framework for authorization
transfers and inventory sales.
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Achievements in Accordance with Mandate

The AGCO is committed to delivering on the Ontario government’s priorities and fiscal
objectives. We continue to ensure our strategic priorities and operations align with government
direction and ensure cost-effective, customer-focused service delivery. Government priorities
are embedded in our strategic direction and day to day approach. As evidenced in our work, the
AGCO has been focused on liquor modernization, igaming, burden reduction, combatting the
illegal cannabis market to keep our youth and communities safe, and our ongoing response to
the Auditor General of Ontario’s Value for Money Audit.

The AGCO also received a mandate letter from the Attorney General outlining a series of
priorities including: competitiveness, expenditure management, transparency and accountability,
risk management, workforce management, diversity and inclusion, data collection, and digital
delivery and customer service.

To address these priorities AGCO pursued the following initiatives.

Competitiveness, Sustainability, and Expenditure Management

The AGCO continued its work on a funding framework review with the Ministry of the Attorney
General to mitigate its ongoing structural deficit and respond to the government’'s commitment
to program sustainability, and in response to the Auditor General's recommendations for the
AGCO to become a more financially self-sufficient regulatory agency.

The objective is to identify opportunities to bring greater consistency in legal authorities and
processes to recover costs across the sectors the AGCO regulates and aims to reduce the
AGCO'’s annual net allocation from government to the greatest extent possible. During the year,
the AGCO developed and submitted recommendations to support its objective and continues to
work with the Ministry to determine how best to move forward.

The AGCO remains committed to its Value for Money action plan and recognizes the value of
the Auditor General of Ontario’s recommendations to enhance its effectiveness as a modern
regulator. The AGCO has continued to deliver steady progress over the past fiscal year,
providing regular updates to the Auditor General, and it remains a priority for 2024-25.

Transparency and Accountability

For fiscal year ended March 31, 2024, the AGCO Chair, CEO and Chief Administrative Officer
have attested to government that the AGCO is in compliance with all applicable legislation,
regulations, directives, and policies, has maintained an effective system of internal controls; and
has established and maintained a system of internal controls that supports the integrity and
reliability of the Agency'’s financial reports for the year ended March 31, 2024.

Risk Management

The AGCO uses an Enterprise Risk Management (ERM) framework to support the organization
in identifying areas of risk and assists management in making strategic decisions that contribute
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to the achievement of the AGCQO'’s corporate objectives. The goal of the ERM framework is to
embed risk management within all operations and across all levels of the organization.

The framework sets out a process for identifying and assessing risks and highlighting and
reviewing controls and mitigation strategies. The final key risks are reviewed and approved by
C-Suite, the Finance, Audit and Risk Management Committee and the Board of Directors.

Workforce Management Risk — The AGCO will continue to develop its “People First” strategic
plan that will include actions to retain, develop and attract the workforce needed to deliver on its
mandate.

Information Security Risk — The AGCO will continue to assess, develop, and implement
information security awareness, staff education, policies, and protocols to mitigate current and
emerging cyber threats and increase the security maturity of existing controls.

Regulatory Effectiveness Risk — The AGCO regularly reviews and augments its regulatory
effectiveness to ensure changes in the sectors it regulates, and stakeholder expectations are
addressed in a timely and effective manner.

Diversity, Inclusion, and Accessibility

For the AGCO, it is important to have a workforce which reflects the public we serve.
Confidence in public services is enhanced when the public sees itself represented in its service
provider. The AGCO is committed to delivering services to the public in a way that considers the
diverse and evolving needs of Ontarians.

The AGCO understands that building and cultivating an inclusive workplace culture that fosters
communication, collaboration, flexibility, respect, and fairness to leverage diversity empowers all
individuals to contribute to their full potential and enhances employees’ work life.

In 2023, a permanent DI&A Office was established and is comprised of a new Senior Manager
of DI&A and a DI&A Advisor position. As we operationalize diversity, inclusion, and accessibility
throughout the AGCO, a DI&A lens is being applied to all Human Resources and Organizational
Development policies, programs, and initiatives.

Workforce Management

Collaborative efforts across the AGCO have led to the creation of innovative programs and
strategies aimed at identifying and nurturing talent within the organization, thereby contributing
to its growth and success. The AGCO has placed a strong emphasis on continuous
improvement, utilizing a risk-based methodology to ensure effectiveness and responsiveness
to evolving needs.

The AGCO maintains a people-first approach and leverages a hybrid work model to support the

needs of employees to balance their work and home lives, while maintaining an engaged,
productive workforce.
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Data Collection

The AGCO is in its second year of implementing its enterprise Data and Analytics Program, in
alignment with its enterprise Digital Strategy. Year two of the Data and Analytics Program
focused on leveraging strategic partnerships across the enterprise to enhance regulatory
compliance activities and elevate the customer experience. There was continued development
and deployment of the Data Governance Framework, ensuring that data used for analytics and
decision making is well defined and managed, including where it could drive improvements in
compliance activities and consumer interactions.

e The AGCO introduced the Data Governance by Design Framework to embed
governance, such as Privacy Impact Assessments and Data Definition at project
inception, ensuring data is secure and defined for use.

¢ A Records and Information Management Program are underway, which will ensure the
proper management of information assets throughout their lifecycle.

e The AGCO continues to facilitate the processing of large datasets and enabling
advanced analytics capabilities like Machine Learning through the internal Data Driven
Compliance App.

The AGCO continues to look at data sharing opportunities with various ministries and other
crown corporations within the broader public sector, such as Supply Ontario. Currently, the
AGCO is prioritizing data sharing initiatives that will help with its compliance and regulatory
activities such as those related Liquor Retail Expansion.

Digital Delivery and Customer Service

The AGCO relies on digital platforms to deliver accessible, reliable, secure, and customer-
centric services to Ontarians. The AGCO met its established enterprise-wide service standards
for service transactions last fiscal, at a 92 per cent average, surpassing the 80 per cent target.
AGCO is also working towards establishing new service standards for application turnaround
times for high volume applications in the year ahead.

The AGCO also uses service insights such as customer satisfaction surveys and complaints,
inquiries, and service performance measures from iIAGCO to identify opportunities for customer
service improvement.

In line with the Government of Ontario’s focus and commitment to deliver simpler, faster, better
services to Ontarians, the AGCO recognized the need for an enterprise Digital Strategy to guide
and prioritize the agency'’s digitalization efforts. Beginning this work in 2022-23, a Digital Vision
was established to set an aspirational, desired future state for the agency. During 2023-24,
guided by the Digital Vision as a strategic compass, the AGCO embarked on the development
of its enterprise Digital Strategy and the resulting transformation effort will become firmly
integrated into both the AGCO'’s strategic long-term planning efforts and effectively support its
current operations. It will span across all of AGCO’s key commitments, strengthen its
organizational foundation, and help the AGCO:

¢ Build toward a resilient digital future,
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¢ Optimize digital assets and operational capacity, and
¢ Enable strategic decision-making and continued momentum.

Operational Performance

Licensing & Registration Activities

The AGCO provides services to a wide group of licensees, registrants, and authorization
holders. The Operations Division is responsible for reviewing and processing new, renewal and
amendment applications for licences, permits, authorizations, and registrations for the sectors
regulated by the AGCO.

Highlights for licensing and registration activities in 2023-24 include the continued processing of
steady volumes of applications related to cannabis retail operators and retail store
authorizations including changes of ownership. In addition, several net new registrations were
issued to internet gaming operators and gaming-related suppliers to support the competitive and
open internet gaming market in Ontario.

Current active licences,
authorizations, and
registrations as of March

Number of licences,
authorizations, and
registrations issued,

2024 renewed and amended
:)I((:C?Sdoé é)Spemal Occasion Permits 32,889 13,565
Gaming 25,120 22,292
Lottery 1,900 1,924
Horse Racing 13,574 13,532
Cannabis 4,634 2,212
Special Occasion Permits N/A 51,721

Education and Compliance Activities

The AGCO promotes compliance with relevant legislation, regulations, and Registrar’'s
Standards to protect public interest and align with government and ministry priorities. The

AGCO’s compliance approach is risk-based and outcome-focused.

¢ Risk-based refers to the regulatory risks underlying the Standards, regulations, laws,
and requirements. A risk-based compliance approach focuses the greatest resources on

mitigating the highest risk areas.

e Qutcome-focused emphasizes the results that regulated sectors are meant to achieve,
rather than prescriptive activities that must be carried out.

The AGCO proactively provides education to stakeholder and licence-holders in all sectors to
increase their understanding of regulatory obligations and improve overall compliance.
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The following tables reflects the compliance activities undertaken in 2023-24 across the

indicated sectors.

Inspection | Consultation | Education | Miscellaneous | Violations
Activity Compliance Cited
Activity’

Alcohol 14,130 592 1,710 2,050 4,084
Cannabis 2,820 567 203 300 937
Horse Racing 431 13 8 5 49
Land-based 427 50 1 40 206
Gaming
Charitable 145 9 2 1 19
Gaming
Lottery Retailers 1,873 10 1 7 650
Raffles 2 2 0 0 1

Internet gaming compliance conducts a full suite of modern compliance assurance activities that
provide reasonable assurance of compliance for regulated entities and technology.

Compliance | Inspections | Third Party | Miscellaneous | Violations
Reviews Report Compliance Cited
Assessments Activity®
igaming 363 129 106 52 278

In 2023-24, AGCO focused on the following igaming compliance priorities:

o Responsible Advertising: Oversight of potentially harmful public advertising and

messaging, and advertising that is appealing to minors.

o Ontario prohibits the broad, public advertising of bonuses, credits, and other
gambling inducements, and as of February 28, 2024, prohibits the use of
individuals who would likely be expected to appeal to minors and athletes except
for the exclusive purpose for advocating for responsible gambling practices.

o0 Inthe fall of 2023, AGCO conducted broad industry consultations to inform the
development of guidance for this new advertising standard and has since been
working with operators to support them in their ongoing compliance.

e Responsible Gambling: Protection of players from experiencing harm from gambling.
0 AGCO conducts proactive reviews of operator controls for minimizing harm from
gambling, which can prompt compliance investigations where risks are identified.

" The category “Miscellaneous Compliance Activity” may include, but is not limited to, compliance activity driven by
intelligence or investigation activity, the Mystery Shopper Program (where applicable) or criminal charges.
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When these investigations uncover violations, AGCO works with operators to
bring them into compliance.
e Sport and Event Betting: Ensuring that integrity safeguards are in place to address risks
of match fixing and insider betting.

0 AGCO performs regulatory reviews to ensure that betting markets being offered
in Ontario are adequately safeguarded against match-fixing and insider betting.
One such review resulted in AGCO requiring Ontario gaming operators to stop
offering World Boxing Association (WBA) events.

e Game Integrity: Requiring certification of all games and critical gaming systems linked to
determination of game outcome.

0 AGCO conducts random spot testing of certified games to ensure that games are
designed with integrity, games are not misleading, and game designs meet the
intent of the standards. The AGCO works with game manufacturers and
independent test labs to ensure all parties are interpreting standards correctly
and meeting regulatory expectations.

Gaming Technology Regulation

Ontario’s public confidence in gaming is largely based upon the integrity and fairness of the
games and gaming systems in play. AGCO ensures the technical integrity of gaming technology
by developing minimum technical standards for gaming products testing and providing
approvals of games and related gaming systems. This technology is used throughout the
province in all gaming industries and sectors regulated by the AGCO, including casino gaming,
charitable gaming, lotteries, and internet gaming.

In 2023-24, the AGCO'’s in-house and internationally accredited testing laboratory conducted its
annual survey of regulated entities, reaching out to Gaming-Related Suppliers to request their
anonymous evaluation and feedback. 92 per cent of respondents indicated they are satisfied or
very satisfied with the overall service they receive from the testing laboratory. The following chart
captures the various product testing activities conducted by the AGCO.

Product Testing 2023-24
Electronic gaming-related products requested for 1574
approval '
Low-risk electronic gaming products that were pre- 71
approved

Products with regulatory issues discovered by the 50
AGCO that were consequently not approved

Average turnaround time for approval 26 calendar days

For internet gaming, the AGCO has modernized the approach for the certification of internet
gaming technology against the Registrar’'s Standards for Internet Gaming by registered
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independent test labs rather than testing this technology inhouse and providing AGCO
approvals.

Investigation & Enforcement Activities

The Investigation and Enforcement Bureau (IEB) conducts investigations across all sectors
regulated by the AGCO. The Bureau provides investigative expertise to, and shares information
with, other law enforcement agencies and regulatory and industry stakeholder agencies to
ensure integrity and public safety within these regulated industries and sectors. IEB also
focuses on critical strategic priorities such as Anti-Money Laundering and Anti-Human
Trafficking initiatives.

The IEB Anti-Human Trafficking Working Group collaborates with the OPP Anti-Human
Trafficking Unit, Criminal Intelligence Service Ontario, and municipal partners to proactively
focus on these activities. Members of IEB continue to provide training to service providers at all
casino locations across the province on an ongoing basis.

The following tables represent the number of investigations the Bureau conducted in 2023-24.

Eligibility Investigations 2023-24
Gaming and Lottery 403
Cannabis 468
Horse Racing 92
Outside Agency Assist Checks 361
IEB Investigations 2023-24
Internet Gaming 638
Charitable Gaming 2
Lottery 211
Casino & Slot Machine Facilities 7,636
Cannabis 468
Horse Racing 237
Liguor Licence Holders and Applicants 48
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Customer Service Activities

The AGCO'’s Contact Centre handles over 100,000 customer interactions yearly across a range
of channels. It provides oversight of the agency’s inquiries and complaints handling policy and
ensures the customer experience is monitored, measured and managed. The following tables
show interactions via the AGCO'’s customer service channels, communications with
stakeholders, and members of the Ontario public as of March 2024.

days (cancelled complaints excluded)

Interactions with AGCO Customers 2023-24
AGCO website visits 1,482,046
Telephone Contacts (Contact Centre) 92,325
g;sliel—r;e)lp (using automated voice messaging 32,326
Web Chat 3,519
Inqu@ries:_thal number of general inquires o5 388
received in IAGCO (new, cancelled excluded) '

Com_plain_ts:_ Total number of complaints 7903
received in IAGCO (new, cancelled excluded) ’

% of complaints that were addressed within 30 83%
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Financial Performance

Expense Category 2022-23 2023-24 Increase/
(In $000s) (excluding (excluding (Decrease)
iGO*) iGO*)
Expenditures
Salaries and Wages 68,738 79,808 11,070
Services 12,756 13,296 540
Benefits 15,077 18,640 3,563
Capital Amortization 1,942 2,117 175
Transportation and Communications 1,303 (83)
(T&C) 1,386
Supplies and Equipment (S&E) 747 1,148 401
Sub-Total Gross Expenditures 100,646 116,312 15,666
Less: Revenue 84,308 94,881 10,573
Annual Deficit (16,338) (21,431) (5,093)
Capital Assets 795 1,327 532

* Of the $11,360 in cost recoveries from iGaming Ontario (iGO) as recorded on AGCQO’s
financial statements, $10,827 relates to direct expenditures (salaries/benefits of iIGO employees
and vendor invoices) that AGCO incurred on behalf of iGO and was subsequently reimbursed.
These costs (along with the corresponding recovery of these costs) are excluded from the chart
above.
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Overall increase in FY 23-24 Salaries and Wages and Benefits Expenditures is mainly due to
increases in the number of employees and employee salary increases. Increase in Services,
and Supplies and Equipment is mainly due to additional spending on projects including the
implementation of a new Enterprise Resource Planning system, the AGCO's Funding
Framework Review and the AGCO's Digital Strategy.

Revenue comprises of licence and registration fees, regulatory charges and cost recoveries.
Decrease in fees and charges in FY 23-24 is due to timing of licence renewals as well as new
revenue recognition criteria implemented as of April 1, 2023 also resulting in timing differences.
Increase in FY 23-24 regulatory charges and cost recovery is attributed to an increase in
regulatory work done in gaming sector, as well as increased overall gross expenditures.

Capital spending in FY 23-24 can be attributed to increase on iIAGCO enhancements to improve
flexibility, simplify integration with diverse platforms, and promote more efficient processes. In
addition, the increase is also attributed to the refresh of IT Hardware and Network Equipment.

Increase in FY 23-24 amortization expenses is due to correlating increase in capital spending
on refresh of IT Hardware and Network Equipment.
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Management’s Statement of Responsibility for Financial Reporting

The accompanying financial statements of the Alcohol and Gaming Commission of Ontario
have been prepared by management in accordance with the Canadian public sector
accounting standards and, where appropriate, include amounts based on management’s best
estimates and judgements. The financial statements have been properly prepared within
reasonable limits of materiality and are based on information available up to July 31, 2024.

Management is responsible for the integrity of the financial statements and maintains a system
of internal controls designed to provide reasonable assurance that the assets are safeguarded,
and reliable financial information is available on a timely basis. The system includes formal
policies and procedures and an organizational structure that provides for appropriate
delegation of authority and segregation of responsibilities.

The Board of Directors ensures that management fulfills its responsibilities for financial
information and internal control through a Financial, Audit and Risk Management (FARM)
committee. The FARM committee meets with management and internal audit regularly to
review the policies and procedures.

The financial statements have been examined by the Office of the Auditor General of Ontario.
The Auditor General's responsibility is to express an opinion on whether the financial
statements are prepared in accordance with Canadian public sector accounting standards.
The Independent Auditor's Report, which appears on the following page, outlines the scope of
the Auditor's examination and opinion.

On behalf of Management:
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Karin Schnarr *

Chief Executive Officer & Registrar
Date: July 31, 2024

Joseph Pittari
Chief Administrative Officer
Date: July 31, 2024
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