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It should be no surprise that

Bitcoin, crypto-currencies

generally and the blockchain

technology that underpins

them have attracted a

piecemeal and somewhat

confused response from the

world's gambling regulators.

Blockchain

(https://www.blockchain.com/)

is a new technology and even

in the financial sphere, where Bitcoin (https://www.bitcoin.com/) and its peers have been

around for a number of years now, the policy responses from the financial watchdogs are

still in their formative stages. All the evidence to date suggests that the gambling regulators

are no further down the track in explaining their positioning and the pronouncements we

have seen to date haven't been entirely illuminating.

Indeed, Steve Brennan, the chief executive of the Isle of Man Gambling Supervision

Commission (GSC) (https://www.gov.im/about-the-government/statutory-boards/gambling-

supervision-commission/) makes the point that the very nature of blockchain as a

distributed technology makes it difficult to regulate. “That means that it’s important to

identify those steps in the process which can be controlled and to leverage those for

consumer protection and the exclusion of crime," Brennan adds.

“We’ve identified (crypto-currency) exchanges as the mechanism we can use to mitigate the

risk of cryptocurrency entering the gambling economy from illicit sources so we insist that

any exchange that a gambling operator uses must comply with the same AML/CFT (anti-

money laundering and countering the financing of terrorism) rules as a bank or corporate

service provider.”

The Isle of Man stands out as a jurisdiction that has opted to attempt to get ahead of the

curve but other regulators are taking a more cautious approach. The UK Gambling

Commission, for instance, first moved to address the issue of Bitcoin regulation in 2015
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when it pronounced that any gambling operators that wished to accept Bitcoin or any other

cryptocurrency as payment must follow the same AML and know your customer (FYC) rules

as with any other payment type.

More recently, the Commission has published a discussion paper looking at virtual

currencies, alongside eSports and social gaming, where it insisted that contrary to press

reports, its recent move to classify cryptocurrencies as cash equivalents did not represent

any changed view. The Commission reiterated its view that any operator using

cryptocurrencies must hold a UK operating licence.

“We have made clear in the recent changes that we require our licensees to conduct an

effective assessment of the risk or their business being used for money laundering,

including new methods of payments by customers (such as digital currencies),” the

discussion paper added.

Neil McCarthur, general counsel at the Commission, added: “We are concerned about

virtual currencies and ‘in-game’ items, which can be used to gamble. Any operator wishing

to offer facilities for gambling, including gambling using virtual currencies, to consumers in

Great Britain, must hold an operating licence.”

But differing responses are evident across Europe. Most recently, a number of Bitcoin sites -

including Betchain.com (https://www.betchain.com/), Bitcasino.io (https://bitcasino.io/),

mBitcasino.com (https://www.mbitcasino.com/) and Bitstarz.com

(https://www.bitstarz.com/) - were named on a blacklist issued by the Estonian regulator

alongside hundreds of other more regular overseas regulated gambling sites. This move

may have been more influenced by the desire of the Estonian gambling regulators to

enforce its own regulatory regime rather than any specific move against crypto-accepting

sites, but it was significant that these names appeared on the list.

Of the other offshore hubs, Alderney has said it is looking at the issues surrounding

cryptocurrencies following the Isle of Man's lead but is yet to make any specific statements.

Malta has had a confused response; Maltese-licensed operator Vera&John said it was

accepting Bitcoin in late 2014 but the regulator later moved to disallow it.

It follows, then, that these confusions often dictate that operators using Bitcoin tend to

flourish outside of structures. As Guilio Coraggio, partner at DLA Piper, says, the risk is that

players willing to gamble in Bitcoin will be encouraged to play on unlicensed websites that

in some instances will be in breach of the jurisdiction's gambling regulations. "There is no

doubt that both financial and gambling regulators will soon attempt to impose a regulatory

framework for Bitcoin with the goal of protecting people trading with such virtual currency,"

he adds. "However, the issue is whether a type of currency that was created for an

unregulated environment can be regulated."

But David Clifton, partner at the legal consultancy Clifton Davies, cautions against believing

that ‘not now’ might mean ‘never’. In particular, he points out that as the technology

progresses, the possibility exists that it might solve many of the issues that the regulators

currently have with regard to AML, KYC and the essentially anonymous nature of

cryptocurrencies. “It may be that future technology developments will provide the means of

satisfactorily addressing those issues by making the use of digital currencies more

transparent and clear,” he says.
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Brennan at the Isle of Man GSC points out that with many regulators looking at the issue of

cryptocurrency, the prospects for alternative ways of looking at the issues raised by

blockchain are multiple. “The benefit of regulatory cooperation is that we can compare

notes and see which is the safest and most efficient way to guard against risk,” he

concludes.
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