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MC
Hey everyone, thanks for coming.  My name is Michael Caselli and I guess I’m the moderator for today.  Welcome to the GTech G2 thought leadership debate.  As far as I know this is the first time a formal debate format has been used in i-gaming and the intention of today’s debate is to provoke thought and provoke discussion rather than actually try to resolve the issues.  As a thought leader in the i-gaming industry GTech G2 has hosted this event as part of a continuing commitment to inspire thought and innovation in i-gaming.  You can expect to see additional thought leadership seminars throughout the year as issues that greatly affect i-gaming arise in the calendar and in the news.  I’d like to introduce Leigh Nissim who’s the Commercial Director of GTech G2 and he’s going to give you just a brief outline for the next minute or so.

LN
I really just want to say hello to everybody.  I also really like starting events like this … maybe if you could just turn to the person on your left and on your right or maybe behind you and just saying hello to each other and introducing each other so you know who each other are.

[pause]

LN
Okay.  Okay, not I’ve got everyone talking, I’m going to try and get you stop talking.  Hi.  Okay, hopefully you’ve all introduced each other and you can pass cards and what have you.  So my name’s Leigh Nissim, I’m the Commercial Director of GTech G2.  For those that don’t know G2 is the brand by which GTech operates under in what it calls the interactive space and it’s basically an aggregation of the companies it acquired in 2007/2008 which are Finsoft specialising in sports betting, Boss Media, casino, poker, bingo software, St Minver, white label solutions and Dynamite Idea which is games content company.  So basically we are now under this umbrella, GTech G2.  You’ll see more of us around the space.  And GTech’s view on life is as a very regulated entity.  Regulation is very important to it and it has 220 gambling licences worldwide just to give you an indication of the size of our perception on the markets and the importance of regulation which is why we wanted to start these series of seminars with regulation.  Interestingly at E-gaming Live it was probably the most talked about topic particularly on the [s.l. CO] panel for those of you that saw it, so it’s a very, very topical area.  I just wanted to share with you one slide which I like to put up from time to time and I love data and this is the Italian regulated market just so you understand our view on life as well.  So these are figures that are published by AAMS the Italian regulator and this is Italian regulated poker and these figures are in millions of Euros.  So you can see 12 months ago in October 2008 the Italian poker market was 52m Euros.  As we stand in October it was 232m Euros and within six months you can see in March it was 178m Euros.  And I’ll just preface this, this is tournament play only, so this is not cash poker.  We expect these numbers to grow by probably around 40% once cash play is introduced into the poker network.  And again we speak with authority, we run Lottomatica Poker which is our parent company that owns GTech.


So our stance on this is regulation definitely grows the market, so yeah there’s a lot.  Is regulation good?  Is it bad?  Well the reality is it’s here, it’s coming, it’s growing and the reality is for us from a data perspective it’s good, it’s going to grow the market.


And then finally just on this like I say this is cash games in poker coming, casino games are coming, regulated casino games and likewise bingo and this is just in Italy.  So regulation will drive market growth.  So I just wanted to give you a flavour of that.  Like I say Michael’s going to chair the panel.  He’s got a really, really interesting format that’s very novel and he might be a little bit worse for wear after last night’s enjoyment, but I’m going to hand over to him now.  Please make yourselves at home, feel relaxed and enjoy yourselves.  Thank you.

MC
Okay, well let’s get this under way.  Our judge for the debate is Robin Le Prevost.  He is of course the Head of eCommerce Development for the states of Alderney and he will be keeping time, keeping both panels in line and making sure the debate runs smoothly and then I’ll come and make a few remarks after the end of the debate but until then Robin is the task master.

JC
Morning everyone.  Before the debate starts GTech suggested I might like to give you five minutes on the state of regulation in the UK primarily, but also in Europe just to set the scene for what’s going to come under the able chairmanship of Robin coming up.  I am a partner at Wigan LLP, it’s a specialist gambling gaming firm and I am very privileged to have instructions from GTech and I do a load of work for GTech G2.  Very quickly where we are with UK regulation, where we currently are with European regulation is that here in the UK we have screwed up, not to put too fine a point on it.  Back in the BUD report in 2002 said that this was going to be an informed leisure choice.  It was all going to be brought on shore, it was going to be taxed, it was going to be regulated, everything was going to be hunky dory, we were going to adopt a country of origin approach to regulation and if you got your licence here in the UK that was your imprimatur to put it out into all the other European jurisdictions.  In retrospect it’s difficult to see how more naïve we could possibly have been.  What happened was that the Treasury then dumped a huge, great big GPT tax on it and we then relaxed the prohibition on advertising in the UK for offshore operators.  A combination of those two things of course meant that there was an actual incentive for people to go offshore rather than to stay and subject themselves to the glorious new licensing regime that we’d put in place.  Our own fault for playing the game by the rules and expecting everybody else in the EU to do the same thing, isn’t it?  What then happened and really today we’re seeing the unravelling of that and the interesting regulation that we had yesterday in the conference and here today is really the sort of consequence of the unravelling of the EU monopolistic situation that has prevailed contrary to what we have here in England.  What we have now is under huge jurisprudence pressure from the ECJ.  We have various EU member states liberalising their monopolies, primarily Italy, France is on the way, Spain is on the way as well, Denmark too, possibly the Benelux countries.  And so the model that we now have is that we will have potentially 26 member states all with their own individual licensing regimes.  You’ll have to obtain licences from each of them.  You will have to have a certain nexus, a certain presence onshore in each of them, you will have to be taxed and you will be subject to regulation in each of them.  We can see that happening now in Italy.  Carino here is the expert on that and it’s happening in France and it’s happening in Spain.  


What can we expect here in the UK?  Well it’s really only downside for everybody here in the UK.  In Italy and France we can present it as a great opening up of the market, a great liberalisation of opportunity.  Here in the UK because it’s liberalised already it’s only going to be a downside.  Throughout 2010, throughout 2011 we can expect the DCMS looking at licensing.  We can expect them looking at taxation and we can expect them looking at that traditional way in which the Brits have always enforced that which is to tighten up on the advertising and to stop you advertising here unless you’re onshore and unless you have the licence.  So unfortunately the UK Malta model on the one hand, the country of origin model on the one hand really doesn’t seem to have worked and what we now have is we have a per territory, per member state regime that we’re all going to have to live with.

RL
Good morning everybody.  When I was asked to attend this I was actually asked to sit over there.  We were going to have two sides to the argument and one was going to be about pro state regulation and the other one was about anti that in fact and I was asked if I would represent Alderney opposing the views of Italy and France.  I had to decline that because in fact that’s not our position.  Our position is really one of probably more this side.  We’ve always felt that mainstream regulation from the countries in the EU and we think the way that it’ll work in the US as well state by state will be that they’ll adopt their own regulatory models.  Alderney was created in a vacuum when there was really no regulation being done by any major economy, but we always understood that that would come at some point and that we would then have to adapt our stance to actually sit alongside that and to find a role for ourselves going forward.  You’ll see the fruits of that are contained in the brochure that I’ve left on everybody’s chair.  This is the new regulation which comes in next year and it’s entirely complementary with the way that we see Europe unfolding and indeed other countries further afield.


Anyway it’s not about me, although I have reserved the right to say things occasionally should I feel the need, but I’m here to chair the debate and I’d like to introduce you to our panellists.  Perhaps I can introduce you first to the side who are going to be stating their pro state regulation.  We have Carino Mancini who represents Italy and we’ve got … and this is the most difficult name I’ve got here, from France I have Momtchil Monov.  Is that right?  Momtchil Monov from Ulys.  On the other side we’ve got Tom Lippiett from Berwin Leighton and Paisner and we’re very privileged, we’ve got two gentlemen from the LGA, Lottery and Gaming Authority from Malta, Dr Joseph Borg and Dr Trevor DeGiorgio, so welcome gentlemen. 


And the format is that we have five questions which have been set and I’m going to ask each panel to give us their thoughts for that motion and then we will ask the opposing team to respond.  I’ve got an egg timer here which I’ve been told that we’ve got four minutes on each side and if you see my head down it’s not because I’ve fallen asleep, it’s because apparently this egg timer doesn’t ring so I’m going to be studying it in order to keep the whole thing on track.  So I want to keep this a little bit fluid and actually what I want to do is really I want to make sure that you guys are involved as well, so we’ll have four minutes for, four minutes against.  They’ll have a chance to quickly rebut should they feel the need to and then I’d like to open up it up for you if you’ve some quick questions on that particular issue, if you’ve got something to say, please do.  I think regulation, funnily enough … I never thought I’d hear myself saying this, but it’s getting a bit sexy now.  It’s probably an age thing, I’m sorry, but I think regulation … this is a hot topic right now.  We did a session yesterday on this at the EGR live event and it was fully attended, it was a very interesting debate.  Regulation is coming to the forefront and I think regulation has got the ability to shape the industry in the next five years more than any other single factor and I think that’s got ….  I remember doing a talk a year and a half ago and I said be careful what you wish for because everyone was saying we want clarity, we want to see where the industry’s going.  It’s coming and I think for some people it’s good news and for other people it’s bad news.  I hope today’s debate will sort of winkle out some of those issues, so that we’ve got a clearer idea of what’s going to happen and the effect that’s going to have.


So the first question which I’m going to set is for Carino and Momtchil which is that gaming has traditionally been a state controlled issue and should therefore remain so.  Gentlemen.

QM, Italy
Thank you Robin and good morning everybody.  This is a very, very big question to answer, but I would just say also in view of the time restrictions that we have two types of constitution.  The formal constitution, what is written in the books and substantial constitution, what actually happens out there in the streets in the real life.  And interestingly what we have seen as far as gaming is concerned is exactly how principles which are in the European charter have over the years been interpreted, enforced and also stretched to a certain extent in a way which makes them look like just theory.  I’m coming from a country where this contradiction is very bold and the reality is that no matter what the principles say then each member state in Europe is claiming full rolling prerogatives on gaming for the very simple reason that this is a very easy, a very politically correct way to introduce taxes to generate revenue and to fix budgetary problems.  So let alone, whatever the principles may say, there is a trend in Europe to ever more go down in this direction.  Use gaming and claim all the rights, all the rolling rights are on gaming simply because this is the best way to address budgetary issues.  So we just have to face that.  And of course I’m supposed to speak about how noble certain principles may be versus other principles, but this is the reality and we should face that reality.  Momtchil I don’t know whether you want to say anything.

MM, France
Yes.  Thank you very much.  Good morning everybody.  As regards this statement it seems to be completely logical and consistent with the very recent landmark ruling [unclear 17.20] delivered by the ECJ and just another argument to support this contention would be that … well in accordance with Article 5 of the EC treaty the competence of principle to legislate in this field lies with members states so from this point of view it seems to me completely logical and consistent to reaffirm that statement.  Thank you.

RL
Amazing, that wasn’t even four minutes.  Gentlemen, your right of reply.

JB, Malta
So we all agree I believe on these two tables that gaming should be adequately regulated.  However the objectives of regulating gaming are always the same three and they should be the same three, that is of protecting minors and vulnerable persons, keeping gaming free from crime and money laundering and seeing that gaming is delivered in a fair way.  Now each and every member state may wish to regulate gaming … may wish to impose additional obligations to operate [unclear 18.24] regulated on other member states.  However, this is strictly within the principles of the EU treaty and I do not agree here with what Carino was saying, that no matter what the principles say we live in a rule of law society and in this case the law is the EU treaty which states that additional impositions may only be imposed if they are legitimate, justifiable, non-discriminatory and proportionate.  And generating revenue for the state is not one of these … does not fit in any one of these principles.

TD
In fact if one looks at the Gambelli case, paragraph 62 of the Gambelli case which specifically highlights that an objective relating to enriching the public purse was deemed an illegitimate one to maintain a restrictive regime granting exclusive rights to state run monopolies.  The enrichment of the public purse should not be the main reason for regulating, going out of the regulatory regime for the gaming industry.  The truth is just as Joe has just said, the three principles which should guide the gaming regime, the prospects of introducing a gamine regime in certain member states such as what France has done and what Italy has done and there’s a side note.  In my personal opinion, what Italy has done is quite different from the road which France has taken.  But if you go into the legislation which is in place which guides us, gaming case law has said it over and over again, Schindler’s [unclear 20.05] said it over and over again that gaming should be classified as a service and as such does fall under a service activity under Article 50 of the treaty.  Now we do have the Santa Casa case which reference was made to it, but I know that we’re going to be dealing with that Robin later on in this debate.

TL, UK
Yeah, I’m very much in line with these guys and funnily enough … and I think they would agree with me, my initial starting point really for rebutting this particular statement would be to actually fundamentally agree with it.  Now those in favour of liberalisation throughout Europe have never said that gambling cannot be a state controlled activity and if you look at the case law Gambelli Placanica for example … we’ll come onto Santa Casa later, there are clear grounds on which states can restrict gambling activity.  The fact is they need to actually do that, so they need to actually restrict gambling activity in the public interest.  The reality is that’s not what they’re doing, so therefore I hate the use of the word liberalisation when we talk about these licensing regimes because they’re not liberalising, they’re actually restricting because they’re essentially saying, “Yes, we actually accept that we’re not protecting players from crime or from themselves in their own public interest.  What we’re actually doing is allowing gambling into this particular jurisdiction, but for some unexplained reason we can better protect it than another member state can through their licensing regime,” and that’s what I have an issue with there.

RL
Amazing.  It didn’t even go off.

MC
The down arrow will allow you to put the resolutions on the screen.

RL
Oh right.  That’s a good idea.  Would you like to reply to that statement?

QM, Italy
Yes these are, I would say perfectly logical, legitimate and understandable arguments.  Again the fact of the matter is that we have no harmonisation in Europe when it comes to gaming and I believe that we can only talk about freedom of offer of services across the border under Article 49 of the treaty in a situation where then this competition would take place in an environment … in a single European market where the rules locally are always the same and this is not the case.  So I guess what I’m trying to say here is that once again we should not cherry pick from the various ECJ rulings single statements which seem to support one position versus the other because I could reply with as many single statements which instead would seem to support the pro state position.  Let’s look at the overall picture and the overall picture is there are no harmonised rules in Europe concerning gaming.  There is a gap and this gap has been filled very promptly, very smartly, I might add by the member states that were prompt to say, “We want to protect our players, our minors, our [unclear 23.53] people and we think that the country from which this very operator is coming is not providing the same standards of protection.  So we claim our full right to enforce a licensing regime.”  This is a fact.  Again this is a hard fact.

JB, Malta
Unfortunately Carino is failing to notice two things.  First of all the general principles of regulation are cast in stone and I repeat them again, it’s protection of minors and vulnerable persons, keeping gaming free from crime and money laundering and seeing that the game is delivered in a fair way to the player.  So ultimately that’s why we do regulate gaming.  Those are the goals of regulating gaming, so those are the basic principles.  Also even though there is no harmonisation; the harmonisation is within the EU treaty and it is within the freedom of services in Article 49 and that’s basically it.  The perfect example of how this could be achieved is Malta and the UK and if I may just state what the Maltese law states is that once an operator has a licence from an EU or an EEA member state then that operator can actually promote, operate, aid, abet gaming in Malta and that’s basically it.

TG,Malta
Also the EU treating, mention was made of the EU treaty because of the lack of harmonisation.  If I understood correctly [unclear 25.45] you were saying that the treaty does not apply in certain areas where there is a lack of harmonisation.  However the treaty in itself … the EU treaty, if one had to say the level on which it is placed at a legal level, it’s at the top notch level right now with the lack of a constitution because of all that took place, in the last couple of years, the treaty is what the member states have to refer to.  When saying that the treaty does not apply to certain areas because there is the lack of harmonisation that is a misnomer.  The treaty in itself is there.  When each and every member state signed up to join the European Union, in Italy’s case much before Malta, in our case as of 2004 we accepted to play by the rules listed in that treated.

TL, UK
If I might just jump in from a UK perspective the UK’s been regulating online gambling now for around ten years, certainly online betting for around ten years.  Italy’s been regulating online gaming for approximately two years, France has been regulating online gaming for minus six months, so I would put the question to you guys, how can it be possibly said that an operator who is licensed in Italy or licensed in France in the future better protects their players than an operator who is licensed by the Gambling Commission who are absolutely expert … and believe you me they are expert because I’ve had to jump through the hoops with the Gambling Commission on a number of occasions.  How can it be said that players are better protected by AAMS or by the French regulator than they would be by the Gambling Commission?

MM, France
Just to reply to that argument.  It’s worth recalling the statement of principle in Santa Casa it is actually up … well it is for member states to assess that point and it is precisely the point of that ruling, the competence of principles lies with member states, therefore they are free [unclear 27.48] whether players are protected in Italy, whether players are protected in Malta or in Portugal.  It’s really for the member states to make their own assessment and to apply their own criteria.  That’s the main purpose and I would say the main lesson from the Santa Casa ruling to my estimation at least.

RL
Okay, thank you.  I think I’d like to comment on this point.  It seems to me that within the EU this used to be a third place and what you were saying is that if it’s not in the services directive then the default position it goes down to … Article 49 would apply.  But it seems to me that actually gambling probably was meant to go into a third place which was that a reserve position until things actually sorted themselves out more clearly.  But I think that’s probably a weakness of the EU treaty that it’s either one or the other and I think really what would have been better would have been a middle ground at this time as that reserves a reserve position possibly for gambling.  But I think our position has always been that unless you address the socio-economic requirements of each country you’re never going to have a solution and if your solution doesn’t do that it’s not going to work.  And I think it’s quite clear between the two parties here that they’re arguing on detail of law etc, but I think probably whilst the protection of players is something which they probably all could get round the table and all agree and I think that leads the way to a path of harmonisation of standards I think the issue that remains and so therefore the socio requirement can be sorted out, the economic one remains and probably is at the heart of all these arguments.  Is there anyone there would like to make a statement or ask a question.  Yeah?

?
We are in 2009 [unclear 29.30] 2010.  Technology is changing very quickly.  If we’re going to go and deploy in 25 European countries 25 licences, what are the commissioners in all of Europe doing to [unclear 29.42] is a major [unclear 29.45] country in the world.  You are asking now to deploy into every single country a new [unclear 29.56] what will it do to the investors in the gaming industry?  [unclear 30.05] and we will not be moving across technology like other industries are moving to.  You have to look at social networks.  We are [unclear 30.14] and here we’re just boxing constantly [unclear 30.18] 25 countries instead of one.  Why can’t each jurisdiction add all the extra laws of France to its licence?  In France it requires extra [unclear 30.32] why can’t you add it to all of them?

RL
You said you were inhabiting another planet, but these guys are running this one and I think that’s the problem, is that technology isn’t actually an issue at this point.  I think Italy when it first opened up said, yes, all the equipment must be in Italy.  I think that’s a natural response.  I think most regulators actually feel the same way, they want to be very proprietorial about that equipment because it indicates control which we don’t agree with now, but I must admit ….  But they’ve changed their mind and Italy have moved on very quickly from that.  Yes there is still connections required, but I think yes they’ve now accepted and I think France are accepting that the equipment doesn’t actually have to be in France and it doesn’t have to be Italy, so they are addressing that one.  But yes if you think technology’s going to lead this argument you’re very mistaken.  I think it’s going to be the socio-economic things are going to be what matters.  The technology will, as everybody understands, as those regulators which are relatively new, as they understand the issues then I think you’ll find yes, but it’ll [unclear 31.31].

QM, Italy
Robin, on that I would just like to add that actually the countries like Italy which are enforcing a licensing regime will piggy-back on technology because they will say, “Fine, you want to do business in this country from across the Alps, fine, just make sure that you are connected to my centralised system,” and technologically speaking this is very easy to be done.  So they will not say because technology allows you to be on a cloud and fish in Italian waters without any problems I’m not going to accept that.  You can do that, but you will still have … make sure that your regulator, that the Italian regulator is in a position to check in real time what’s happening in your [s.l. servers] on the cloud.  So they will use technology just to reinforce the national licensing regime rather than the other way round.

audience
A question for [unclear 32.46].  It’s about money you say, socio-economic factors, it’s about money.  Why do you want to regulate?  To tax us on the income or the revenue earned from uploads that are in your jurisdiction.  I’m happy to pay your taxes, I’m happy to contribute, okay, but why force us to go through 25 licensing regimes [unclear 33.10] people that get rich, to be quite honest are the lawyers in the room which seems to be the majority.

MM, France
I suspect the most logical answer in this case would be to say simply that in the current state of [unclear 33.24] discussions and EU law, 27 member states have more or less 27 different conceptions of EU gaming and it’s just as simple as that.  When you speak to Poles, when you speak to Bulgarians, when you speak to French, they don’t share the same views and when they meet altogether in the European Council they have to reach a compromise.  I would say a mutually satisfactory compromise regarding how [unclear 33.46] should work, so it’s not that easy.  Negotiations are very difficult between these people over there.  They don’t even speak the same languages.  It’s just as simple as that.  They have different conceptions and different views on how gaming should be regulated at EU level.  That is why it is so difficult to my estimation at least to reach a compromise at EU level for harmonisation in the current state at least.

RL
Would you like to comment?  Okay.  Any further questions?

?
On the French issue as well, a customer in Germany can cross the border, no passport, with cash, go into [unclear 34.22] place where you’ve got no idea who they are, whether it’s money laundering or anything, but they won’t be able to do that online.  How does that make any sense?

MM, France
As regards your first remark that’s indeed the case, but [unclear 34.36] from the fact that there’s no harmonisation at EU level for the moment.  This matter is not regulated in the treaty itself except the general principles that apply.  Generally speaking non-discrimination, free movement of persons, freedom to provide services and so on, etc.  As regards free movement of persons as you mentioned, it’s strictly regulated not only in the treaty, but also in directives regarding the free movement of persons, so it’s quite simple to explain from a legal point of view.  But once again it comes back to the fact that there’s no directive regarding i-gaming at EU level.  It’s just a logical [unclear 35.10] explanation for the moment, unfortunately or fortunately, it depends.

TL, UK
Just very quickly, I really don’t buy this idea that because there’s a lack of harmonisation it means that we can’t harmonise it.  To me it seems ridiculous that because we all speak different languages somehow that means we can’t harmonise the online gambling sector and we will come onto this point, but I think we’re all kidding ourselves and ultimately it does come down to the issue of tax which I know we’re going to look at later.

RL
Yes, do you have a question?  Could you just say who you are and where you’re from?  I think that would be nice.

?
[unclear 35.44].  It’s interesting Robin, you mentioned … you used the phrase socio-economic and my understanding of European case law in this sector is the two should be separated and the economic reasons for justifying state control of gaming or state monopolisation of gaming perhaps would ultimately or should fall foul of European law.  I understand the reason, particularly in the Santa Casa judgement about a state could be in a position to better regulate.  I don’t necessarily agree with that.  But if that is the case, if we put tax aside one second and the state is in the best position to regulate, do you see in the [unclear 36.21] harmonisation as one, being possible and two, being something that the states that would benefit from [unclear 36.29] in European law would themselves pursue at the expense of [unclear 36.34].

?
To follow up on what Stephen said, my understanding was that the French draft laws have been taken back to Brussels on precisely this point which is that they fail to take cognisance of the quality of regulation that that may be applied to the operator elsewhere.  Since Santa Casa and the sort of unfortunate case law that came out of that, has that completely gone by the by and are we in a situation where the member states are seizing on the Santa Casa judgement saying, “Right, that is our carte blanche to do what we want,” in complete defiance of all proportionality and other criteria [unclear 37.20] applies to this [unclear 37.23] or is there still a requirement for a member state in imposing its regime?  You have to look at the quality of the regulation to which the operator is subject.

MM, France
As you rightly mentioned this was the case following the detailed opinion of the EU commission in June unless I’m mistaken and since then it has changed due to the fact that the French government has changed its position in September and nowadays in the current wording of the draft law the amendments have been submitted and [unclear 37.58] the national regulatory authority in France, the [unclear 38.02] to take account of the conditions already fulfilled in the member state of origin when it comes to assessing whether to grant or not a licence to an online gaming company.  So now it has changed.  It is the so called condition or recognition principle which is a sort of compromise between non-recognition at all, mutual recognition so it’s somewhere in the middle ….

?
Non-duplication of controls.

MM, France
On this I would like to say that at least as far as the Italian regulator is concerned there is indeed some recognition, some acceptance of the standards which are applied in the country from which a foreign operator is coming, always within the European economic area space.  And this is confirmed by the licensing requirements that although are still in the pipeline, they’re not yet officially published, but the frame rules are already known.  And the frame rules are that if you have a foreign licence for no matter what games and that you meet certain minimum financial requirements in terms of having a sizeable gaming turnover, having a track record over the last couple of years, then you in principle qualify to seek a licence in Italy.  I also wanted to make a broader note on what in my view is a slightly wrong perception of what’s going on out there when we talk about harmonisation.  It’s not that there is no harmonisation altogether.  There is no such thing as a consistent European wide implementing regulation when it comes to gaming.  That I agree, there is no harmonisation.  But I can tell you that off the record, behind the scenes there is lots of talking and consulting and liaising between the European regulators.  They are regularly meeting in Brussels every month … at least once every month exchanging lots of information.  Those regulators like the Italian and the French ones which have been in bed together over the last several months they are actually talking about what could happen next which could be, for instance, once in France they will have completed the liberalisation of the domestic market, for the two regulatory authorities to enter into some kind of bilateral arrangement whereby operators which are already licensed in France will be allowed to do certain things in Italy and vice versa provided there is an agreement in place.  And I am just … don’t take it for granted of course because this is just bits and pieces of rumours that I’m hearing from Rome, Brussels and Paris, but we may go as far as looking at a potential single market … an Italian/French single market where players from both countries can pool liquidity and play together on an Italian or a French platform.  Now in my view this is the future.  This is what will happen ….

RL
We’re going to talk about harmonisation a little later on.  I think one of the things that we’re probably guilty of is that we’re not realising ….  We’re seeing the birth of something here and sometimes there’s an impatience about that.  It’s going to be torturous, it’s childbirth, it could last days … and I’m glad I’m a man.  But anyway, we’re going to move onto the second question.  We’ve actually touched on all the questions so far, so I’m not going to allow repetition.  If you’ve said it already, don’t say it again. 

?
Can we have a … whether it’s carried or not, the motion.

RL
Oh I see, sorry, yes indeed.  Can we go back?  Yes.  Gaming has traditionally been a state controlled issue and should remain so.  That was the position of the team on my right here and the team over there was opposing that.  Let’s have a vote for the state controlled motion.  Who believes that that carried the day?  That’s really your opinion of what you want to happen or not happen, not rather what you think is going to happen.  So did you feel then that the opposition won the day on that argument?  I think I know who’s going to win though.  But anyway.  Question two, the EU must harmonise cross-border provision of services and i-gaming must not be treated as a special interest case whereby we suspend the basic principles and accord to the European Union.  This is really just the same … it’s another question, but this time it’s going to be my friends over there who are going to propose this motion.

TD, Malta
As we’ve said before harmonisation gives a certain form of legal certainty to the industry and the greater the certainty the smoother the operations can run on a gaming level.  However, with harmonisation those three aims which Joe mentioned before.  The minors, the protection of minors, vulnerable person, crime and money laundering and proper functioning of the games, even those can be ensured through a harmonisation structure on a European level.  The aim of the regulations, the aim of harmonisation, one can start at a maximum harmonisation level where we try and regulate the entire gaming sector or we can start at a minimum level, a minimum harmonisation level and from there try and build on what we have started on the minimum harmonisation level.  So Carino mentioned the discussions taking place in Brussels.  I’m not going to say they are rumours because I was one of those persons around that table in Brussels discussing.  The Swedish presidency at the end of the Czech presidency last June was given a remit – discuss the issue of gaming and to that effect four meetings were set out.  These four meetings took place over the last six months.  The discussion which took place was mainly about responsible gaming, the provisions which member states could pool together and come up with a common solution on the issues dealing with responsible gaming.  To that effect the Swedish presidency did a very good job, prepared a very well prepared document which reflected a number of different views.  However the Swedish presidency in this document decided to make reference to two particular instances, one of them being the Santa Casa and the other being the French presidency report of 2008 as well as the [unclear 46.25] report, the European Parliament report on the integrity of online gaming where the justification, the conclusion of this report was basically listen.  Because of what we’ve concluded in this report we can say that each member state will go back to question.  Number one, each member state has the right to regulate its own individual market … its own market individually.  And this without giving any focus to the treaty, to the provisions of the treaty and to previous case law on the matter.


Now in this case the discussion on this document is going to be concluded next Friday at a council level.  The ministers are going to be meeting and discussing.  However, the point I’d like to make is we had the possibility of building on a level when we were talking about responsible gaming which I think everybody in this room is in agreement that we could use that as a basis for future discussions.  However if we are going to have these discussions which are also going to get mixed up with other discussions which are quite contentious between member states then we are not even going to be given the possibility of ever reaching some form of minimum harmonisation level.  So at the end of the day one has to look at the member states coming together.  Yes, it’s difficult as my French colleague has just said, that there are 27 different opinions, some are a bit closer than the others.  However, if we’re not going to get on a level of minimum harmonisation future discussions are quite difficult.

TL, UK
If I can just step in sort of in a bid to try and get the motion carried really, I do think it’s important to establish exactly what i-gaming business means by special interest.  Because I would agree that gambling actually is a special interest case where you’re talking about player protection specifically.  So for example, it is legitimate to treat gambling as a special interest case where you are seeking legitimately and proportionately with your gambling policy to protect the public.  However what I think i-gaming business are getting at and this is the key point, is that it’s not a special interest case such that you can just completely ignore European Union free market principles when it comes to the gambling sector.  You can’t just throw them out of the window and expect that you can do whatever you wish to do in the gambling sector which is pretty much what a lot of member states seem to be doing at the moment.

MM, France
Let me just say that as a matter of principle I disagree with this statement and just to support my contention I would mention that actually gaming is not treated as a sort of special case in the current state of European law.  Quite on the contrary, even I would say gaming is treated exactly the same way as other industry gaming sectors within the EU.  Why?  As we once again saw it in the Santa Casa ruling the ECJ stated [unclear 48.40] that actually there was a restriction regarding the freedom to provide services, so in that sense gaming is not treated differently.  However, such a restriction was deemed justified on the basis of mandatory requirements and treaty [unclear 48.55] justification which were deemed proportional to necessary by the ECJ.  So therefore from a legal point of view gaming is treated exactly the same way.  However justifications exists and these justifications find their roots or motivations in the fact that in some cases there may be legitimate reasons to protect consummates or to fight against fraud and crime.  So certainly gaming services are not treated differently.  That’s the message I would like to express here.  Thank you.

QM, Italy
Yeah.  Two comments.  What you just said, it to me confirms two things.  One that some form of harmonisation debate is definitely going on in Brussels and you just confirmed that.  What I called rumours because of course I have no institutional role, you confirmed officially.  So there is indeed an effort being made in Brussels to move on when it comes to harmonising or at least discussing how possibly harmonising.  I think we can all agree on that.  There is a genuine effort.  But the other thing is that it is also a very, very difficult one.  It’s a very tough job that of harmonising.  And I’m just using what you just said, your words.  There was some objective difficulty in agreeing on the very basic statements concerning the harmonisation and you know what?  Out there things are happening.  There is a market which is demanding services.  So if on the one hand we can all agree that the harmonisation some day will happen … something will happen, there will be some sort of harmonisation.  People in Brussels … our regulators are dealing with that in some sort of way.  But in the meantime the time is ticking off and the market wants services.  The market wants products and the operators want to make business.  They want to be on a market.  So we cannot just put that aside and discuss about theory because there is also a reality.  I keep insisting on that.  There is a real world and the operators, those guys … those few guys who are not lawyers who are in this room should agree with me that your main task … your main job is to make profits for your company and so you have to be … on every single key market in Europe you want to sell your products, you want to make business and on the other side of the table there are some millions of consumers that want to buy your services.  What do we tell them?  That’s a provocative question.  

JB, Malta
If I may Robin, first of all we are not an institution as such because we are not part directly of these discussions, so we cannot confirm officially as you said.  However, what in our opinion is keeping [unclear 52.30] from succeeding is purposely what Trevor was saying earlier.  We’re either going to focus on player protection and I’m sure that on that all the member states will find agreement upon and that’s where we have to aim to.  Or else the member states will keep on thinking of state income then there is a problem and that’s where we will never achieve harmonisation in remote gaming.  But if we really want to focus on what is really important and what is really the purpose of regulation then yes player protection, I am sure and we’re all sure here that we would manage to find an agreement.

RL
Okay, thank you.  I’m struck by the irony actually of sitting here in a room in London and I think most of the people in here are probably English and actually to hear that you’re voting for the EU to direct us to run our business in a particular way is absurd … absolutely absurd and I wish the Daily Mail was here because that would be just fantastic.  But anyway, would anyone like to contribute from the floor?

RP, guest
Roger Parks from Beckford and already mentioned the French decision to exclude [unclear 53.46].  When we’re talking about harmonisation of course a lot of work has been done by traditional [unclear 53.57] jurisdictions for regulators through [unclear 54.00] to develop some basic common technical standards and what interests me is the fact that new jurisdiction is coming in to regulate gambling.  I’m prepared to adopt any of the standards that have been created by those jurisdictions that have got the experience in, particularly social responsibility and player protection.  So they’re not adopting existing knowledge and experience, they’re inventing it themselves and to go back to an earlier statement by Carino, he said that the states can introduce new legislation to improve on the standards to protect their players and I defy Carino to say that the Italian regulation in terms of social responsibility and player protection is better than Malta, the UK, Alderney ….  So what I don’t understand is if that information is there and if the experience is there and new jurisdiction is coming in using as justification for imposing new legislation on the basis of we can do it better, why can’t they actually look at what is there instead of trying to reinvent the wheel?

QM, Italy
That’s a very good point Roger.  I think you struck the right chord and I would just like to remind all of us that … and I’m speaking for Italy at the moment.  Italy for instance opened up the market a little bit more than three years ago in 2006 after decades of [unclear 55.55] there was just three Italian big sisters, one of them being Lottomatica which was mentioned earlier on, which were the shadow regulators of the market.  So there were no issues about player protection, no issues about … nothing.  There was just a market which was being serviced by three operators … three local operators.  Since then lots of things have happened.  The market has opened up.  We are today talking about the i-gaming issues, but there is also an offline sizeable business and with specific respect to offline business player protection has always been a big, big issue because as someone was mentioning earlier on it’s easy … in Italy you don’t even have to cross the border, you just go to a betting shop with cash, you place your bet, you cash in your money and you leave without giving any details, any information about your identity etc.  You could well be a minor and even if there are some rules aimed at asking the operator to double check the identity, but in real terms it doesn’t always happen so consistently.  What I’m saying is that the Italian regulatory authorities have started dealing with serious issues like player protection only when they opened up the i-gaming market and they introduced, for instance, this highly controversial rule that no matter where you are … this will apply when the new licensing rules are fully in place.  Not matter where you are in Europe if your servers are not here they must still be connected 24/7 to the centralised database.  Why?  Not just because I want to be able to track every single bet and make sure that it gets a code tax-wise, but also because I want to make sure that you are enforcing those rules to protect players, to identify players, to make sure they’re not minors, to make sure they’re not frauded by the operator.  They are working in that direction.  So it’s not that we are not looking at other standards.  We’re coming from a situation where this was not even an issue and we started dealing with that and enforcing certain rules.

RL
Okay, thank you.  Right, I think we want to move on, so we’ll have a vote on this one.  Again, I’d like you to raise your hands now if you support the proposal that the EU must harmonise cross-border provision of services and i-gaming must not be treated as a special interest case.  So those of you in favour of the proposal.  Okay, less than the one before.  And those opposing the proposal.  One.  And then there’s a whole lot of others that don’t care.  All right.  Let’s move on to question three.  The Santa Casa case seems to have set a precedent, but given that a broader market liberalisation across Europe seems to be inevitable ….  It is difficult actually this word of liberalisation or deregulation or regulation because in fact none of those are truly accurate.  I think what we’re saying in some respects in layman’s terms is that we’re moving from grey to black and white.  But the Santa Casa case seems to have set a precedent.  Given that a broader market liberalisation across Europe seems to be inevitable in the long term isn’t the ECJ’s decision to back the state run monopoly flying in the face of both competition law and commonsense?  And I’d like to ask my colleagues over there to support that motion.

TD, Malta
We both believe … I’ve just spoken to Tom on this, that with regards to the Santa Casa case, the particular decision taken by the ECJ was because of the particular nature of the operations which Santa Casa runs within Portugal.  Santa Casa is an institution which has been in circulation for and created for around 500 years and it’s a non-profit entity which also managed to prove to the ECJ that the money it makes off the social gains because that’s the way it classifies the games in Portugal … social games because the money which is made from those games is directed back towards society, old people’s homes, childcare centres, educational institutions.  So that was the main reason why we believe that the ECJ took that particular decision.  Now the ECJ also made mention of the fact that in Portugal Santa Casa was the best institution to ensure the particular protection of the players and the integrity of the games.  However as Malta we believe that one has to look to the different regimes which are currently in place who are offering licences.  So I’m going to talk about Malta in this case.  Malta has a very advanced regulatory regime.  We were one of the first to go with an online gaming regulation within the European Union.  We offer a very strict control, but also we have other legislation in place which ensures that companies which offer their services from Malta are compliant with all forms of EU legislation even EU directives, the [unclear 1.01.39] anti money laundering directive which has been implemented by Malta as well as specifically to the gaming sector.  Also I must not forget Malta is part of the Euro.  It joined the Euro zone.  What that means is that Malta managed to pass certain tests with regards to money laundering, financing of terrorism, a whole load of different regulations which made Malta eligible to join this area.  In this case the company Bewin was registered with another country which is … whilst being part of the European economic area and hence the application of Articles 42 and 49 apply to this particular country.  The Euro is not their currency; the Euro is our currency and we passed certain tests to reach and use that currency.  Finally as I said we believe that the decision was based on the particular nature of Santa Casa.  However, it does not mean that all other states who have state run monopolies can justify or can go ahead with the maintaining of these monopolies on the basis of this decision.

TL, UK
Now in terms of it going against competition law and commonsense I think if we look at the sort of knock on effect of Santa Casa and the fact that it’s not, in terms of people’s perceptions it’s not merely been applied to very limited monopolies, but people have looked at it as a potential justification for very limited licensing regimes and so on.  Now if I look at it from a UK perspective and what the Santa Casa decision has given impetus to, we’ve now got the position in the UK where we had a non-licensing regime, essentially a licensing regime that was entirely optional and to the extent that you were licensed outside of the UK, but within the European economic area, you could supply into the UK.  Now I see that from a strictly legal perspective as being absolutely the right position.  So if we’re talking about commonsense the fact that Santa Casa has created … I say, legal, more a political environment whereby the UK are looking at reneging on that and introducing a very restrictive licensing regime, I think shows just how far commonsense has been disregarded.

RL
Okay.  Can I ask you to respond?

QM, Italy
Yes.  Who could disagree with the statement of principle?  In Europe it should be possible for any European business, any European operator to just carry out across the border activity without too many hindrances and problems.  That is in principle a statement that I fully subscribe to.  Then once again and I apologise for being so redundant, but we have to face the reality and the reality is that’s interesting.  The very same operator that triggered the Santa Casa ruling, Bewin holds a licence in Italy and to the best of my knowledge there are one, possibly two European operators, one of them being the very famous Stanley who has always been consistent.  Since day one of their numerous European Court of Justice battles not to seek a local licence and that’s Stanley.  Let alone Stanley and maybe another operator … I don’t remember their name, but there is another such example.  The others have all licensed locally at least as far as Italy is concerned.  Betfair is one example.  I could name many others.  So now let’s look at it from the perspective of Betfair Italy.  What about Betfair Italy having to cope with a non-Italian licensed European operator fishing in Italian waters in a situation where they are completely bound by the Italian regulations, they are subject hands and head to the AAMS jurisdiction, to the AAMS compliance rules, whereas Mr such and such based in Malta or based elsewhere in Europe is just fishing in Italy, taking business in Italy, not paying taxes in Italy and stepping on their feet.  So how would you call that?  Wouldn’t that be unfair competition?  To me that is clear.  It’s an academic example of unfair competition.  So much so that not surprisingly those that now in Italy are the most severe and toughest champions of play by the book are the licensed operators.  Those guys like Stars like Bewin that officialise the fact that they are no longer taking dotcom business from Italy.  They’re just using their Italian platform, but they still continue to be somehow targeted and they receive some acts of unfair competition by other competitors whose I will not name but you can figure out their names very easily, that do not have a licence in Italy, so it’s Stars, it’s Bewin, it’s Party, it’s all those guys that have a licence in Italy who are saying or who are lobbying and pushing AAMS on a daily basis to say, “Hey, what’s going on here?  These guys are still offering services in Italy without a local licence.  This is clearly unfair competition.”  AAMS has been put on notice … on formal notice that unless they fail to enforce the rules, the operators or some operators including some big Italian operators would sue AAMS for failure to have enforced their own rules.  

RL
I’ve always observed with interest that when you have a monopoly obviously private enterprise wants to break that down, but as soon as private enterprise are in a market their objective is to become a monopoly themselves which is always interesting.  I think actually talking about the larger operators I think probably within this room there are going to be divisions within the industry and I think the industry isn’t speaking with one voice [unclear 1.08.46] the way that it’s actually now unfolding in Europe is that this certainly favours the larger operator and indeed when we’re queuing up to meet various ministries, etc in Europe ourselves, we’re often in the queue with some of the large operators who are lobbying themselves to get their own position and one has to assume that they’re not necessarily going to be fighting the corner for the small operators.  That’s not in their interests.  They can use regulation as a weapon.  Okay, it’s cutting out competition and so the industry itself it looks like it talks with one voice, but I suspect it isn’t.  

TL, UK
Just quickly Robin, I think a key distinguishing point there though is if you aspire to become a monopoly that’s on the basis of in a free market you have become the best operator such that you win such a customer share that you are the monopoly as opposed to being imposed as the monopoly from day one which is an entirely different point.

RL
Oh you’re right, you’re right, absolutely.

JB, Malta
If I may, just a point on fisheries and Carino was here mentioning fishing within the Italian territory, it’s very interesting that the fishing policy in the EU, a Maltese sailor can fish in Italian waters.  However in order to protect the small fisheries, the EU has decided to restrict an area close to the area of the territory reserved for the local fishermen.  But as you can understand this was imposed specifically because the treaty states that a Maltese fisherman can go and fish in Italian waters, but in order to protect the small fishing businesses they try to keep a small area just for local fishing.  And this rebuts completely the whole argument of the other side.

RL
I’m not sure you helped there.  Okay.  I want to get onto the next one because I think actually the next one really is the nub of this.  But anyway, can we have a vote?  Those that think the Santa Casa case is flying in the face of law and commonsense?  Those in favour?  Okay.  And those against it, who oppose that?  Right pretty similar to the last time.  None of us care.  It’s probably because it’s not central, is it?  It’s just one of the little episodes on a path we’re on, I suppose.  This one I suggest probably gets to the real bottom of a lot of this.  And the proposition which Carino and Momtchil are going to propose is that the state should receive the tax revenue from wagers places within its state.

MM, France
Thank you.  Once again it seems to me that it’s a logical consequence from the fact that in the current state of [unclear 1.11.50] member states are competent legislating this matter.  Therefore they are, as consequence competent also to legislate tax matters and to collect revenues generated from online gaming operators.  It’s merely a consequence of the fact that they are competent in the current state of EU law to legislate that matter and it makes no doubt in my mind that they should retain that competence for the future as well as far as I’m concerned.  Thank you.

QM, Italy
I think there is very little else to be said about this.  As Momtchil was saying it’s consequential.  And going back to what I said … one of my opening statements, taxation is really the key of all this debate and if we think that … not just Italy, but any European jurisdiction will give up on its taxing prerogatives when it comes to gaming I think we’re being very, very childish.  This is not going to happen.  Particularly in those countries like Italy where the deficit budgetary issues are a very, very big problem.  We should not forget that the real trigger for the opening of the Italian market was taxes, was the ability of the government, which notably was not the pro-market Berlusconi-led cabinet, but it was the [unclear 1.13.34] the former European commissioner led centre left coalition that drove the liberalisation in Italy back in July 2006.  And that’s not because from one day to another because this has really happened overnight by way of a governmental decree which was called the Bersani decree carrying all these liberalisation rules all together.  The guys who were sitting in that cabinet suddenly switched camp and became very pro-market.  Nothing like that.  There was a minister who was the then minister of treasury who was putting on the table as an emergency a huge deficit budget.  So liberalisation of the gaming sector which was introduced alongside other smaller liberalisations like the taxi licences, the cabs licences, was led purely by tax reasons.  And in a country like Italy which is still very, very keen not to dissatisfy what we call the other side of the [unclear 1.14.53] the Vatican, which traditionally has always been very critical at gaming altogether, introducing taxes on gaming was seen to be extremely politically correct and smart.

RL
Right.  I’d like the opponents to rebut this.  I’m interested to hear this one because I think if there’s an issue that Malta’s made itself unpopular within Europe it’s probably over this one.

TL, UK
Well appropriate then that I should be [unclear 1.15.24].  I think my first point would be that I agree that member states are competent to legislate in this area, but that is to the extent that that is consistent with European Union law principles.  Now nobody is forced to join the European free market.  It’s a decision made by member states.  When they do join the free market I think it’s very important that they don’t then opt to take a take it or leave it approach to free movement of services.  Now in particular I think in the gambling sector the tax loss or tax benefit of gambling is very much looked at in isolation.  If you take the example of Poland for example.  Poland gets huge, huge subsidies in the construction sector from the European Union and yet it is refusing to allow operators to a large extent to advertise into Poland because it’s saying they don’t pay tax there.  Well hang on a second, you’re saying we will take the benefit of being in the European Union on the one hand, but then we won’t allow operators to freely supply into our market.  I have a real issue with that.  


The other point is that actually nobody is forcing any particular jurisdiction to set a tax rate.  Everybody can compete on this front.  Provided that their tax regimes are in line with European Union law you’re entitled to try and attract operators to come and licence within your jurisdiction.  As we can see from current practice the UK tried it and it failed because they got the tax wrong.  Malta has seemingly got it pretty much spot on and therefore has become a very popular licensing hub.  What I have real issues with is France wading in and introducing a tax regime which is completely uncompetitive to the point of really twisting operators’ arms behind their backs and yet saying that it needs to do this because it needs to get tax revenue.  I don’t understand how it can legitimately impose a tax regime which is completely uncompetitive.

JB, Malta
Robin, would you allow me to answer by posing a question to my fellow colleagues here?  So let’s take this scenario.  A Bulgarian citizen who goes to Italy on holiday.  He brings his laptop with him.  He happens to play on a website run by a UK licensed operator who happens to have the servers in Malta.  That’s technology, it’s possible in the new world.  Who is going to tax?  Bulgaria because the citizen is Bulgarian?  Italy because this person happens to be on his laptop in Italy?  Malta because the servers are located in Malta and the actual transaction is happening in the servers in Malta?  Or perhaps the UK because the operator is licensed in the UK? 

QM, Italy
I think this is tricky question, but it’s also a false issue and I’ll tell you why.  If I’m travelling with my laptop and I have my USB card with me I can connect using my usual internet service provider.  I am not going to be caught by AAMS, I am not going to be using any connection facilities in Italy, so my transaction, my relationship ….

JB, Malta
I am speaking about principles, not ….

QM, Italy
No, no, let’s speak about real life, not about principles per say because that would be ….  Then of course I could not disagree with you that that would be the typical European mess, okay in terms of regulations.  And you already have this kind of answer, but let’s also go one step further.  Let’s also talk about what happens in real life otherwise our academic debate would become too academic because we would not be touching anymore with what happens in real life.  In real life if I am a Bulgarian citizen and I happen to be in Italy and I have my laptop with me and I connect to Betfair.com, my transaction is neutral as far as Italy is concerned.  So it’s not going to be seen on the AAMS radar, it’s not going to trigger any taxation, so there are no issues there.  But having said that I think I should also distance myself a little bit from my fellow colleague here and maybe go in the middle because for what Tom was saying and I couldn’t agree more with that Tom, it’s completely crazy what they’re doing in France.  There is a big distinction between what Italy has been doing tax-wise and what France is going to be doing if they will continue this way.  I’ll give you the Betfair example which his a perfect example.  Betfair got a licence in Italy, but they were unable to do their own business … their signature business which is betting exchange.  Why?  Because the tax model would not enable them to sustain.  You can certainly confirm that.  Only now as a result of the second liberalisation round which took place earlier on in Italy as a result of the quake in central Italy which again led the government to quickly find some sources of taxable income and that’s when the government said, “Okay, as far as betting exchange which by then was already legal because it had been legalised back in 2006, but was covered by the same turnover based taxation model which did make betting exchange unsustainable, they said now betting exchange as well as all the new games, online casino, online poker and other cash games will be treated tax-wise in a different way.  There will be a flat 20% tax rate which I agree is not the ideal tax rate – I can concede that – but it will be based on gross profits.  This is a clever approach and this is where Italy and France take completely opposite directions.  

RL
Okay, would anyone like …?  Yeah?

?
I still didn’t receive an answer about who should be taxing though Robin.  I still didn’t receive an answer off who should be taxing in this case.


[unclear 1.22.17].

RL
I don’t think all the answers are always available, I think really and ….  Yes, would you like to …?

?
[unclear 1.22.34].  Member states all want to protect their monopolies.  Now Italy wisely worked out instead of preventing Italians to play, rather regulating tax.  Would it not make sense for the ECJ to set up one central controlling body which, for instance could be Malta with the most experience and distribute tax to each of the member states based on their population’s contribution?  Is that not the ideal situation that probably will end up in ten years’ time?

RL
That’s logical, that’s commonsense, it’s got no place here.  I think the answer to that, obviously yes, I think going forward that would be the right way.  I think what’s interesting for everyone is that 2015 we’re seeing a change in the VAT rules to the sale of electronic goods where the VAT will be applied at the point of consumption not the point of supply.  And that actually probably holds a little glimmer of light out there when I think … I’m not saying that VAT is applied on gambling duties, but gambling duties they might say, well that’s a good blueprint in going forward.  The operator can be based wherever they are, but they must account for the gambling duties to the country where the player is located.  That is probably going to be the future, but I think that’s some way out in my own view.  It’s quite complicated.  And I say, certainly 2015 when people get used to the idea through the VAT model I think then we might be making some progress.  Yeah?

?
Just to follow on with that, that to me is the most logical way.  I’m sure the good gentleman from the Malta regulatory authority [unclear 1.24.13] colleagues throughout Europe based on the residence of the players we have.  They have full access and full view to that.  They can tell based on residence what our revenue is per European state.  But as I’ve said before we’re happy to pay tax [unclear 1.24.30].  I’d rather pay tax due than go through the regulatory process with you.  If it’s about the money, I’ll give you the money, but 26 licences ….

?
Fair enough.

RL
Well I know the pain you’re feeling.  I mean 26 licences is going to be expensive financially and it’s going to be expensive in terms of resource and trying to comply with all of that.  I think harmonisation will come first and then the tax issue which is the most important and the nuttiest one of the lot, that will follow on.  And I think we all know where it should be, but as I say we can’t cheat time.  This is going to be a very slow process.  We’re only talking about four or five countries at the moment even going down this route.  The others have yet to start that process so it is a matter of time.  But no I think, as I said right at the beginning socio-economic things have to be sorted out and if we don’t address those and the economic probably is the most important … if you don’t address that you haven’t got a solution.  And the solution isn’t going to be the one many operators like, I don’t think.

TL, UK
I think perhaps the ideal solution would be some sort of harmonisation of tax rates such that French operators would licence in France and then supply throughout the European Union, UK operators would licence in the UK and then supply throughout the European Union.  I think that way you’d get some sort of consistency, but it’s a long way off.

RL
Okay, can we take this one to a vote?  So those in favour that the individual states should receive their tax revenue from wagers placed within the state, can you please indicate your support for that proposal?  And those of you who support the opposite?  One, two, three.  Who would say no taxes should be levied at all?  You know you lost.  I think actually that was good.  There was a majority there I think actually saying that it’s right that states should levy their own taxes.  It’s another question of what those levels should be of course, but we haven’t got that on the question.  So perhaps we can move to the last question.  The harmonisation of European i-gambling law is impractical and unenforceable given the very different approaches to remote gambling adopted by individual member states.  I think we’ve really touched this one quite a lot actually, but I will ask … it’s your proposal, would you like to start that?

QM, Italy
Yeah.  As I said earlier on, certainly I can agree with the claim in the question, harmonisation of European i-gaming law is impractical and unenforceable, however something is going to happen for a good number of reasons because some consultation action is being taken in Brussels.  At top level periodically there is lots of talking.  I can tell you that little more than two months ago a full blown delegation of Swedish regulators met for one full day with the Italian regulator, eight guys from Sweden, from Stockholm met with AAMS and they were taking lots of notes.  There are lots of things, many more than we could imagine happening and I appreciate that you will not be able to confirm that officially or unofficially, but we all know that lots of consultation, talking, informal talking is happening behind the scenes, so everyone is trying to come up with some brilliant solutions harmonisation-wise.  It’s a long shot.  I think as I was saying before, we will get there by way of progressive steps.  The first one being that those European jurisdictions that have already taken a position in terms of liberalising the market, opening the market, namely Italy, France, Spain, Denmark and possibly others, will have the burden of being at the forefront of this harmonisation process.  And I believe that they will deal with this initially in terms of bilateral or multilateral agreement, co-operation agreements between those countries that already belong to the liberalised camp.  And they will create some kind of very rough mini harmonisation model that could well possibly be imported in Brussels and spread and implemented throughout the rest of Europe.  But again this is a long way to go.  Momtchil, I don’t know whether you …?

MM, France
Thank you.  Actually I share your viewpoint and exactly the same thing is happening currently in France.  Government officials are meeting on an informal basis with other state regulators as well as future online gaming operators who will apply for a licence in France and this is what’s happening in France for the moment.  Our law firm is involved with that and we regularly will present a client’s meeting with both the vice-chairman and the chairman of the [unclear 1.30.00] national regulatory authority in France so this is the direction we are going forward and as regards future harmonisation I doubt very much that [unclear 1.30.15] in the mid-term a directive … a compromise regarding the directive could be reached at EU level, probably in the long run, but not in the mid-term to my estimation.  Thank you.

RL
I don’t actually know if there’s really a debate here actually.  I think it’s probably a matter of timing, but I’d like to oppose the motion.

TL, UK
Well just to kick off really, from a legal perspective I completely disagree with that statement.  However from a political perspective I think that is the reality and unfortunately in this scenario it appears that politics trumps the law.  As far as the black letter law is concerned I think there are two very obvious choices for jurisdictions within the European Union in relation to the online gambling sector and that is either you liberalise completely or you completely ban online gambling or introduce a monopoly that is very, very limited in its operation.  Unfortunately because of the politics involved in this we have had the waters completely muddied by this introduction of a licensing regime within the member states, so it’s quite a difficult one to comment on because as I say legally I think that’s totally wrong, politically it’s the reality.

RL
I don’t think there’s really … actually we’re probably all on the same side.  We think it probably will happen and I think it’s a matter of timing.  I’ll ask you the question to vote.  Anyone got any comments on that by the way?  Yeah, Roger.

RP, guest
Yeah, I’d just like to agree that obviously politically it’s a long way off.  The simple decision of the French to change their minds in respect of the betting exchange is a very clear indicator that ….  When you’re talking about licensing the perception is that oh well if you’ve got a licence in my jurisdiction you’ll be able to get another, a licence in another jurisdiction and with some sort of form of recognition [unclear 1.32.21] but that simply isn’t the case.  So whether it’s the type of activity that you’re conducting, whether it’s casino games, slot games, sports betting [unclear 1.32.34] or exchanges there is going to be [unclear 1.32.39] jurisdiction and that’s a political decision as opposed to any form of financial decision making.

RL
I know it’s not popular, but I think … I do have some sympathy for countries such as France because they’re getting involved in something which they have no experience of.  They have an enormous amount of revenue that they rely on and I think they’re very, very cautious about throwing the baby out with the bathwater.  Now we can sit here, I think and we can be impatient that they haven’t opened up, they’re not as good as Italy for instance, but Italy’s taken three years to get there.  Malta and Alderney have taken ten years to get there.  France haven’t got there yet.  And I do think that, yeah it’s a shame they’re not opening up fully and correctly from day one, but I think that was also an impossible dream.

?
But your sympathy surely dissolves to some extent when you look at the hugely protectionist approach they’re taking for the position of PMU and FDJ for example in the run up to the licence regime.

RL
It’s fairly jaw dropping, that one.  I’ve got a French name though, so ….  But I know why … we all know why they’re doing it and we know it’s probably not right, but we will see eventually what they get away with, but it’s going to be difficult.  So anyone else any comments, sorry, before I just go to the floor?  No, okay good.  Who thinks that harmonisation is impracticable … who thinks it’s going to be too difficult if we get harmonisation of European i-gaming law?  Who thinks that it is practical, it will get done?  It’s just time I think we’re hearing.  Yeah, most people think it will be done, but of course the big question is when.  I do think just to finish off on that one and just to sum up, quite clearly there are two opposing views here.  I think the nub of this always is going to be about the money because I think that really is what’s driving all this forward and that needs to be sorted out before we can expect any real progress.  And as I said before, again without that resolution it’s never going to happen and I think it’s just a matter we’re going to have to be a bit more patient and remember we’re going to have the whole same thing happen again with the US when that starts to open up.  And I think we can also take a clue from ….  We were always looking at Brussels for the answer and that was never going to come.  It’s coming from individual countries and I think the same happens with America that we can see it … we’re looking at Washington, but it’s going to happen at individual state level.  And the answer is going to be a regulatory heavy environment.  It’s going to be a much different world to the one that we would like to have, I think or most operators want to have, but there again I think some of the larger operators probably … I think Leigh said at the beginning GTech G2 220 licences, this is something they’re used to.  For the small operators it’s going to be damn difficult if not impossible and I suggest what’s going to happen is that new business plans are going to come there, the skins, umbrella licences, all these sort of things, these are the way forward for the industry and they’re going to have to adapt or maybe specialise or get involved in small niche areas or territories, etc and then they’re going to have, like the banking industry … I think we can take some lessons from that in terms of that.  I think globally you’ll get 20 major brands and apart from that you’re going to get a lot of localisation and I think also we should look at the way that banking and financial services operates within the EU and put it into the service directive and that’s the way that gambling I think will ultimately go.  There is no reason to suspect it will go anywhere else.  But I’d like to thank you for your time and unless there’s something Michael.

MC
I’ll be happy to wind things up.  I’d like to of course thank our judge and our panellists and I think everyone came here with some preconceived ideas about where they’ve sat on this debate, but the purpose of the debate like we said was not to resolve issues, but to open your eyes to both sides of the argument and I think we did a great job on opening up our eyes to both the state controlled initiatives and the EU wide controlled initiatives.  I’d like to thank everyone for attending the debate and making the morning a success.  It’s left us with plenty of food for thought and on behalf of GTech G2 [unclear 1.37.13] media we look forward to seeing you at the next GTech G2 thought leadership seminar.  And if you’d like audio recordings from this debate I think we have full transcripts and audio recordings available.  Just give Jody your business card on the way out and Jodie’s in the back.  Thanks very much.

[Applause]

End of recording
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