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The British Government in its
16 March Budget proposed to
amend the tax treatment of free
or discounted online bets in
Remote Gaming Duty to
become in line with the treat-
ment of free bets in General
Betting Duty, in a move affect-
ing online casino and bingo
freeplays. If approved this
would be effective on 1 August
2017.

“The Treasury has a funding
gap and is having to look every-
where to fill it; whenever this
happens governments the
world over always wish to tax
gambling because it does not
impact on votes,” says Warwick
Bartlett, Chief Executive of
Global Betting and Gaming
Consultants. “There was very
little, if any, consultation over
this increase in tax: it has taken
the industry by surprise.”

The amendment would bring
the tax treatment of online
casino and bingo freeplays,

excluded from the 15% Point of
Consumption tax on revenue
introduced in 2014, in line with
that of sports bets.“Potentially,
the change is a significant one,
if bonus credits and free spins
are made subject to duty, given
the importance to the industry
of offers like these in acquiring
and retaining customers,”
believes Anna Mathias, Barrister
at Woods Whur. “If operators
do not change the way they
promote the business I can see
more operator consolidation
taking place,”adds Bartlett.“We
may have also reached a tipping
point between being onshore,
regulated, paying tax and being
less regulated offshore and
paying less tax.”

The Government also
confirmed its plans to introduce
a new funding arrangement for
British Racing to replace the
Horseracing Levy.While further
details are to follow, the Levy
should be replaced by April

2017 with a system pooling
income from both offline and
online betting. “It is certainly
open to question whether the
new arrangement will infringe
the State Aid provisions of
Article 107 of the EU Treaty
and, as a result, whether it will
receive European Commission
approval, dependent of course
on the outcome of the EU
Referendum,” says David
Clifton, Director at Clifton
Davies Consultancy Ltd.
“Suggestion has also been made
that it will constitute an
unlawful restriction on the free
movement of services under
Article 56 of the EU Treaty. In
addition, reference to there
being direct administration of
the new scheme by the racing
industry, rather than it being a
statutory levy, raises the
question of whether the new
payments to be made by
bookmakers will also attract
VAT.”

The Legislative Assembly of the
State of Nagaland in India
passed on 18 March the
Prohibition of Gambling and
Promotion and Regulation of
Online Games of Skill Bill 2015
(‘Bill’), which prohibits
gambling in the state but
regulates online ‘games of skill’
which expressly includes virtual
fantasy sports, poker and
rummy.

The Bill introduces a licensing
system for operators of ‘games
of skill,’ with such games
defined using the ‘preponder-
ance of skill’ test established by

the Supreme Court of India.
Having passed a legislative

committee with only minor
amendments, the Bill now
needs assent from the Governor
of the State.“If the rules provid-
ing the procedure for licensing
are ready then the law could be
implemented immediately,”
explains Gowree Gokhale,
Partner at Nishith Desai
Associates. “If not, then
typically this should take three
to six months. In view of the
revenues likely to be earned
from the licensees, there may be
an urgency to implement the

law immediately.”
“It is unlikely that this recent

development will have a signif-
icant impact on the policies of
other Indian states,” believes
Sherill Pal, Associate at J. Sagar
Associates. “The fact is that
states such as Sikkim and
Nagaland have always been less
averse to gambling than other
states and such disposition has
not had any appreciable impact
on other states so far. However,
the possibility of similar legis-
lations being enacted by other
states cannot totally be ruled
out.”

GB proposes online casino and
bingo freeplay tax amendment

The Minister Presidents of the
16 German states rejected,
during a 17 March meeting, a
proposal from the state of Hesse
for a new German gambling
regulation, which would have
reformed the Interstate Treaty,
for instance introducing quali-
tative licensing and abolishing
the sports betting licence cap,
and enabling the licensing of
online casino games and poker.

Hesse’s proposal was
published on 16 March.
However, “The other 15 states
rejected the quite reasonable
proposal of Hesse,” explains
Martin Arendts, Attorney at
Law at Arendts Anwälte. “The
other states want to change
almost nothing, quoting the
term ‘minimal-invasiv’ i.e.
minimally invasive, endoscopy
surgery [on the Treaty].”

According to operator associ-
ation Deutsche Lotto- und
Totoblock, quoted in German
media, the Ministers did
however vote to increase the
number of sports betting
licences to 40, more than
double that initially available,
though these initial licences
remain unissued. “The
Ministers referred the amend-
ment to a committee, which
will discuss changes over the
next few months,”adds Arendts.
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