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Online gambling  Key objectives for a successful regulatory and tax framework

Introduction
1. As more jurisdictions introduce regulatory 

and licensing regimes for online gambling, 
it is important for the industry to be clear and
consistent about the key areas that need to 
be addressed properly in those reforms.

2. The purpose of this publication is (i) to provide
some generic background information about 
the industry; and (ii) a high level indication for
regulators and governments of what the industry
would want and expect to be permitted and
regulated in each jurisdiction.

3. The key objectives set out here, if met, would
create an online gambling market that is:

• fair and competitive;
• protects the young and vulnerable;
• crime-free; and
• attractive to consumers because it provides

the right level of value and choice for them.

4. The key regulatory objectives are also compliant
with, and in the spirit of, EU Law, particularly
those relating to the single market principles, but
they are equally valid for any jurisdiction around
the world.

5. All of the issues merit further consideration and
the RGA would expect to be able to drill down
into the detail of each with the appropriate
authorities in each jurisdiction, where it might 
be necessary to tailor solutions to the specific
circumstances of the country in question.

6. An appropriate fiscal regime is clearly
fundamental for the viability of the industry. 
As with regulation, it is fully appreciated that
identifying and implementing the right tax
structures and mechanisms can present very 
real challenges for governments. However, any
jurisdiction that genuinely wants to establish and
maintain a successful overall regime would be
wise to co-ordinate closely its policies on
regulation and taxation.

7. It is to be hoped that this publication can assist
them and other interested parties to achieve that
goal by enhancing their understanding of what,
for many of them, will be a relatively new sector
to regulate and engage with.

Issues
8. There are overlaps between various regulatory

issues but, for ease of reference, this document
has sought to group as many of them as
possible below under appropriate headings. 
It then goes on to consider essential taxation
issues before providing headline information
about the different core parts of the online
gambling industry.

Legislation
9. Technological developments will play a large part

in shaping the future of the gambling industry
and they have the ability to create both
opportunities and problems if not adequately
legislated for. For instance, it can easily prove
difficult for legislation to keep pace with these
changes and therefore legislation should be
used to create a regulatory framework rather
than to provide detailed regulation. Subject to
sensible checks and balances, that should be
the role of a statutory regulator.

10. The legislation should provide for a system
which:

• does not unfairly discriminate against different
sectors, or between companies already
based in the country and those who are
looking to enter the market from outside (for
example, there should be no so-called black-
out periods which disadvantage existing
operators who for the first time are being
provided with an opportunity to obtain a
licence in a jurisdiction which is introducing 
a regulatory regime for the first time);

• does not place a limitation on the number of
licences available (in other words, everyone
that meets the required regulatory standards
should be able to obtain a licence); 

• All forms of current and future delivery and
communications systems should be allowed
for (eg not just via computer, but also by
mobile platforms, interactive television etc); and

• it should not prevent cross border trade and
the pooling of consumers for liquidity (ie P2P
products, pool betting, poker etc). 
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Product ranges
11. If one form of online gambling can be regulated

effectively then logic dictates that all forms of 
it can. Consequently, the law and regulations
should enable licensed operators to offer the
fullest range of gambling products, specifically
including sports betting, online gaming and
casinos, poker, and bingo. This would include
variants of the above, such as in-play betting 
and live dealers for casinos.

Social responsibility
12. It is crucial for the long term success of the

industry and particular licensing regimes 
that appropriate and proportionate social
responsibility measures are in place. These
should be designed to provide the tools to
enable customers to manage their gambling
behaviours, for instance, through self exclusion
programmes, with a view to minimise the
numbers of those who encounter problems.

13. Any code of practice in this area would also 
have to include measures to prevent potential
underage gamblers from gaining access to
gambling facilities. An example of such a 
code would be the European Committee for
Standardization (CEN) workshop agreement 
on Responsible Remote Gambling Measures.
Further details are contained in the Appendix 
to this document.

Role of the regulator
14. Ideally the regulator will be independent of any

government department for the purposes of 
its day to day running so that it can focus
exclusively on regulatory issues. It should have
the power to set licence conditions by reference
to its own or other codes of practice.

15. It should also take full account of licences already
held elsewhere by the licence applicant and have
the freedom to waive certain checks of its own if
they have already been undertaken by a regulator
in another jurisdiction where the standards and
requirements are comparable. This would reduce
duplication, and consequently the regulatory
burden on both the regulator and the operators.

16. With this in mind the regulator should be
empowered to enter bilateral and multilateral
agreements with regulators in other jurisdictions
where it believes there is mutual benefit in 
doing so.

17. In fulfilling its regulatory responsibilities, the
regulators decision making should be evidence
and risk-based.

18. One of the regulator’s primary roles should be 
to combat crime and it should therefore ensure
that its licensees all pass the necessary probity
checks and that they are aware of, and comply
with, all applicable national and international
anti-money laundering and anti-fraud
regulations.

19. Licence fees should be set at a level which
provides adequate funding to meet the
associated costs of regulating the activity. 
They should not be used as a revenue generator
for governments. 

02
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Know your customer (KYC)
20. For many reasons associated with consumer

protection and combating crime it is important
for online gambling operators to be able to
confirm the identity of their customers. However,
there are serious disadvantages for the company
and the customer if these checks are too
onerous and too time consuming. Difficulties 
of this kind most commonly arise where
jurisdictions have an over-reliance on the
provision of documentary evidence of identity.
Quite apart from the risks of physically
transmitting such papers they are, if anything,
less reliable than the electronic data that is
increasingly available about individuals.

21. There are many third party providers of KYC
services that specialise in this kind of work and
operators should be able to rely on their services
to fulfil this function. Such data, which can be
readily cross-referenced with other sources,
would usually be more reliable and less subject
to fraud and identity theft than sole paper
documents such as birth certificates.

22. It is also the case that the type of checks and
when they are conducted might differ depending
on what risk they are seeking to address. For
example, it is to be expected that checks which
are designed to assess the age of a customer
will primarily take place at the account opening
stage, whereas further checks which might be
necessary in relation to combating money
laundering could take place as a business
relationship develops and, importantly, before
any funds are actually withdrawn.

Integrity of sport 
23. Operators should be allowed to share

information with regulators and sports governing
bodies about suspicious betting patterns in
order to help protect the integrity of sport. 

Systems and software testing
24. There should be clear testing regimes for

random number generated games, including
provision for changes to existing systems, 
and these should be established in line with
international best practice. There should also be
an approval system which recognises the role 
of specialist third party testing houses that can
work for the regulator or that can work for an
operator who would then provide their reports 
to the regulator. Again if comparable testing has
already been undertaken on the same system 
or software in a different jurisdiction then that
should be deemed acceptable. 

25. It is not necessary to have a primary server in
every jurisdiction where an operator is licensed,
if that server is capable of being monitored and
tested irrespective of where it is based. A licence
condition that provides for access to the server
or servers wherever they are located will give the
regulator effective control of that function of the
business even if it is not physically present in the
regulator’s jurisdiction.

Corporate establishment
26. Although it is understandable that the regulator 

will want the operator to have some form of
representation within its jurisdiction it should not
demand that it has a corporate establishment
there. Many companies in the online gambling
industry are international in nature and it will be
common for gambling groups to be licensed in
multiple jurisdictions. It would not be possible for
them to have their corporate base in every country.

Marketing
27. Subject to the applicable advertising rules

concerning content and presentation, gambling
companies should be able to market their
services in the same way as any other leisure
industry. This would include not just print and
broadcast advertising, but also promotional
campaigns and sponsorships, for example of
sports and those involved in them.

28. There should also be no unreasonable restriction
on the provision of marketing tools such as
bonuses and free bets.
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29. The taxation of remote gambling can provide 
an important source of revenue for national
governments if it is properly designed. The
remote gambling sector is highly competitive.
Consumers are sensitive to price differences and
can easily switch to other operators, who will
sometimes be in different jurisdictions. It is
therefore important that when jurisdictions are
considering their tax regimes for remote
gambling that they devise systems which
consider this sector of the gambling industry in
its own right rather than automatically seeking to
apply whatever measures already apply to the
land-based gambling industry.

30. The overall cost of doing business – primarily 
the total tax burden – is a crucial factor for
companies deciding whether to enter a
particular jurisdiction and it will be crucial in
determining whether a jurisdiction’s overall 
policy in relation to remote gambling can be
successful. A prohibitively high tax, or an
improperly structured one, would drive leading
operators out of the market; resulting in lower
revenue for the government and fewer choices
for consumers.

Competitive effects
31. When calculating the total tax burden all of the

costs must be taken into account, including 
all associated business taxes, licence fees,
administrative and compliance costs, as well as
the actual tax rate. The sum of these expenses,
in addition to the costs of market entry such as
advertising, can be considerable. Consequently,
if the tax regime is not viable, it will prevent
operators from taking up licences.

32. In combination with a workable effective rate,
the choice of an efficiently structured tax can
have benefits for consumers, operators, and
governments. One structure, a gross profits 
tax (GPT), is levied directly on the operator’s
revenues. It creates a level playing field between
operators, permitting the freedom to provide
consumers with greater choice and value
without concern for the margin of specific
offerings. The GPT is the best option for the
remote gambling sector because it has the
highest potential to provide better value,
entertainment, and choice for the consumer.

Administrative efficiency
33. An overly complex tax system has especially

negative effects on the remote gambling sector.
Due to the inherent uncertainty in some product
offerings, the tax system must be made as
predictable as possible. A GPT is a predictable
tax that can be easily and transparently
calculated by the operator and efficiently
overseen by the relevant authorities. A GPT
system is also administratively simpler, resulting
in lower costs for the regulators and lower
compliance costs for the operators.
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Consumer protection 
34. A significant advantage of the GPT is that it

reduces consumer motivation to gamble illegally
or with operators based in other jurisdictions.
This is because turnover taxes, which are the
usual alternative to gross profits taxes, tend to be
passed on to the customer. When consumers
are confronted with a visible tax of this kind, they
may seek out lower-cost alternatives provided by
operators based in jurisdictions with lower taxes.
In contrast, GPT, set at a reasonable rate, is likely
to be absorbed by the operator in a competitive
market and thus consumers are able, from their
perspective, to gamble tax-free.

35. A turnover tax, levied on stakes, renders high-
volume, low-margin products economically
unviable. In online poker, for example, a turnover
tax would penalize consumers on each hand
and would be unworkable because a significant
number of small pots do not generate fees for
the operator but would still be taxed. It can also
easily be the case that an operator’s turnover is
highest when its profits are low. The reason for
this is that customers tend to recycle some of
their winnings if they are gambling successfully.
This creates a perverse situation where an
operator’s tax liability is higher when its capacity
to pay may be at its lowest.

36. Apart from the potential revenue leakage there 
is also the associated social cost of stimulating 
a criminal environment. For example, when they
were considering this issue, an analysis by the
UK HM Revenue & Customs department found
that the switch to GPT significantly decreased
the risk of illegal betting and thus protected
wider government revenues.

37. These and similar points are frequently made 
by tax experts. To give one example, in his 
paper entitled ‘An Independent Consideration 
of Some Proposed Options for Funding Racing’
(2011), Professor Leighton Vaughn Williams 
of Nottingham Trent University observed that: 

38. For all of these reasons, a GPT set at a
reasonable effective rate is the right choice 
for the remote gambling sector and for
governments who want to create a productive
commercial environment for the sector.

06

“In terms of economic theory, a gross 
profits tax has considerable advantages
compared to a turnover tax (or indeed 
a transactions tax) from the standpoint 
of promoting efficiency, equity and the
protection of tax revenues. This can 
and has been demonstrated formally 
in the economics literature, and has 
been supported by a range of empirical
evidence.

To this extent, a gross profits system of
payment benefits the best objectives of 
the operator and those receiving revenue
generated at any point in time and also in 
a manner which is proof against changes 
and developments over time.

”
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39. This section of the document is designed to,
firstly, explain and clarify some of the terminology
that is commonly used in the industry and,
secondly, to provide a number of practical
examples to illustrate some of the key
economics of the industry. The figures given
below are drawn from several examples across
the industry. It should be remembered that they
could be adversely affected by any tax system
that had the effect of preventing these models
from working in this way, or indeed any
regulatory measure which served to restrict 
the optimal performance of the operation, such
as a maximum return to player rate. 

40. The sector itself is variously described as online
gambling, remote gambling, e-gambling,
interactive gambling or a variation on the same
theme. For all practical purposes, these terms
are interchangeable.

41. The remote gambling industry is primarily
comprised of four main sectors which are
described below. Online lotteries are normally
reserved for state or state-approved operators 
in order to generate funding for good causes.
They are therefore not included in the categories
set out here.

Betting
42. There are various subsets of this form of

gambling. The most widely available of these is
fixed odds betting. This is the industry sector
where an operator offers prices or odds on the
chances of a particular outcome of an event or
something that takes place during an event. 
The various prices on an event are usually called
a market. These events are typically sporting
contests i.e. whether in a football match a
particular team will win, lose, or draw it, or a
market within that event such as which team 
or individual is going to score the first goal.

43. Betting operators fall into three general
categories which are:

a. Bookmakers offering fixed odds, where the
player is betting against the operator and 
the operator takes the benefit or risk as to
whether the player loses or wins their bet.

b. Betting exchanges, where players bet 
against each other and the operator takes 
a commission from winning bets.

c. Pool or Pari-mutuel betting, where the
operator takes out a percentage of the
amount bet and the rest is divided amongst
winning players.

44. In all cases, the amount that players bet in
aggregate is usually referred to as the “stakes”
or the “turnover”.

45. A fixed odds operator quotes prices such that
over many events and over a medium to long
period of time, they will make a “gross margin”
between the amount that players bet and what
is returned to them in winnings. This gross
margin is also referred to as “gross win”, “gross
revenue” or “gross profits”. The latter does not
mean “profits” in any traditional sense i.e. it is
before the deduction of any expenses. This
gross margin can also be expressed as a
percentage i.e. the % of the amounts bet that
are retained by the operator. Typical long-term
margins will vary by company but are usually in
the range of 4.0% to 10.5% with circa 7.5%
being the mid-point.
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46. A betting exchange operator will typically take 
a commission of circa 5% on winning bets
before they are returned to the player, and this
commission can generally be equated to the
gross margin made by a fixed odds bookmaker.

47. A pool betting or pari-mutual operator will
typically take out a much higher % of amount
bet / stakes / turnover as their gross margin –
often as high as 15-20%, but this can vary
greatly depending on the jurisdiction that the
operator is based in and the competition it faces
from other forms of betting.

48. Lower margins for operators of course mean
better prices for players so an operator making 
a 5% margin will, on average and over the long-
term, return 95% of a player’s bet / stakes /
turnover in the form of winnings whereas an
operator making a 15% margin will only return
85%. These pricing and margin differences are
apparent to players in the form of good or bad
prices / odds for a particular type of bet, and
value-conscious players will of course look for
the best available prices / odds. This is
especially apparent in a competitive market
where customers have a range of operators 
to choose from.

49. An online betting operator will usually describe
and measure their business levels using the term
“gross revenue” or “net revenue” meaning the
gross revenue less certain associated costs
incurred in securing the gross revenue such as
player bonuses and incentives.

50. Although usually referred to as ‘sports’ betting,
markets can be, and increasingly are, offered on
a wide range of other events such as elections,
financial markets, and reality television shows. 

Casino and games
51. This is the industry sector where operators offer

games such as Blackjack, Roulette or virtual slot
machines. Some games have fixed rules which
determine their odds / margin / return to player.
For example, the standard rules of Blackjack
mean that there is an average gross margin
(often called a “house edge” in the casino world)
of less than 1% of turnover or amount bet when
the player executes a perfect strategy. Other
games such as Baccarat also have very low
inbuilt margins. A game of European Roulette
(where there are 36 numbered slots and one
zero slot) has a house edge of only 2.7%.

52. Other games such as virtual Slot machines may
have slightly higher margins and payout rates,
but on average an online casino and games
portfolio will have a gross margin of circa 3%
and a player gets an average of 97% of his
amount bet back in winnings over the long term.

53. An online casino and games operator will usually
describe their business levels using the term
“gross revenue” or “net revenue” meaning the
gross revenue less certain associated costs
incurred in securing the gross revenue such as
player bonuses and incentives. Turnover is not
usually measured.

54. In practice, although those in this sector tend 
to be referred to as ‘online casinos’, the sites 
will have a much wider range of games and
variations of traditional games than are available
in land-based casinos.

08
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Poker
55. This is the industry sector where operators offer

games of poker where players can play against
each other (as opposed to the types of poker
where the customer plays against the House 
in an online or land-based casino). There is a
variety of different game types which are
generally offered in two different formats: 
these are tournament poker and cash games
(sometimes called ring game) poker.

56. With tournament poker (either a scheduled
tournament or a “sit and go” or instant
tournament) a game may be described as 
say a €10 + €0.50, meaning that the player
contributes €10 towards a prize pool that is
shared between the winning players, and €0.50
as an entry fee to the tournament organiser 
for putting it on. There is no fixed relationship
between the relative values contributed to the
prize pool and the entry fee – it can be 5%,
10%, any other % or no entry fee in the case 
of what is known as a freeroll tournament.

57. With cash game poker, players do not have to
contribute an entry fee to play against each
other but instead pay a “rake” or commission 
on their winning hands. This rake is only usually
chargeable when the poker game proceeds to
“the flop” i.e. after the first three common cards
are shown on the table. This rake or commission
amount may vary but is generally set at the level
of circa 5% of each game’s winnings but with
pre-determined maximum amounts (typically €3)
and other dependencies such as the number of
players, type of game and value of the stakes,
which will reduce the 5% considerably.

58. An online poker operator will usually describe
their business levels as their gross revenue
(being the combination of the tournament poker
entry fees and the rake) or as their net revenue
being the gross less certain associated costs
such as player bonuses and incentives. Turnover
is not used for these purposes.

Bingo
59. In some jurisdictions Bingo is categorised as a

lottery, but it is a popular and commonly offered
product in the online gambling industry. It is a
game of chance where randomly-selected
numbers are drawn and players match those
numbers to those allocated to them on virtual
cards before the games begin. The first person
to have a card where the drawn numbers form a
specified pattern is the winner. Bingo operators’
gross revenue is derived from customers paying
to take part in these games. 
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60. Online gambling is still a relatively new industry
and one that, largely because of its competitive
nature and ongoing technological developments,
is subject to greater and more frequent
pressures for change than many other
industries, including many forms of land-based
gambling.

61. Regulating this activity in an appropriate and
adequate way can therefore be a daunting
prospect for jurisdictions that have little or no
experience of it. However, there is absolutely 
no doubt that it is an activity that is capable of
being well regulated in a manner which meets 
all reasonable concerns.

62. This will become more apparent as the number
of jurisdictions that licence and regulate online
gambling operators grows. Regulators may have
different ways to achieve the same outcomes,
but if they can share their experiences and
maximise the opportunities to work together it
will benefit them, the industry and, most
importantly, consumers.

63. Although there will always quite rightly be
dividing lines between the roles and aims of
legislators, regulators, and the online gambling
industry, there is no reason that they cannot
work in partnership to put in place regimes 
that create safe, fair, and crime free gambling
environment for consumers, which at the same
time also enabling governments to generate tax
revenues and companies to operate profitably.
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Introduction
The Workshop Agreement “Responsible Remote
Gambling Measures” is a set of 134 practical
measures aimed at safeguarding a high level of
consumer protection and ensuring that remote
gambling operators behave responsibly in the
European Union.

It was published in February 2011 by CEN, the
European Committee for Standardization, one of
three European Standardization Organizations
officially recognised by the EU, with members 
across 31 European countries.

CEN Workshop Agreements (CWA) are self-
regulatory agreements that function as effective
complements to existing national and EU regulation.
The current CWA also informs policy makers of the
standards required to maintain a responsible, safe
and secure remote gambling environment. The CWA
at hand concerns remote gambling; land-based
gambling is not included in its scope.

The work was proposed and undertaken by a 
wide range of experts and stakeholders involved in
different aspects of online gambling. It was formally
launched in May 2010, with over 25 registered
participating stakeholders. The CWA is based on
more than 600 specific contributions submitted

by participants, and was open to public consultation
over a three-month period.

The CWA is valid for 3 years. During this period it can
be updated or the publication can be renewed for a
further 3 years if appropriate.

Responsible remote 
gambling measures
To ensure the proper protection of the customer 
on as many levels of gambling as possible, the CWA
defines 9 objectives. For the effective implementation
of each objective, a series of detailed measures are
laid down. The 9 objectives are:

1. The protection of vulnerable customers
• The objective is to combat problem gambling 

and to ensure that gambling takes place in a
responsible environment.

• The 21 measures include clear and accessible
customer information and the ability for players 
to impose deposit limits, self-exclusion or cooling-
off periods.

2. The prevention of underage gambling
• The objective is to provide practical and effective

means of preventing underage individuals from
accessing remote gambling products.

• The 14 measures include operator and third-party
age and ID verification as well as the use of filtering
programs.

3. Combating fraudulent and criminal behaviour
• The objective is to protect customers and

operators from fraud and criminal behaviour.

• The 16 measures include the implementation 
and enforcement of strict security measures and
the reporting of any suspected transactions to 
the authorities.

• They serve as a complement to the provisions of
the 3rd anti-Money Laundering Directive (Directive
2005/60/EC).1

11
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25 November 2010. They do not constitute an exhaustive list of 
EU directives applicable to gambling.
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4. Protection of customer privacy and
safeguarding of information

• The objective is to ensure that privacy and
confidentiality of customer information is secured.

• The 6 measures include the secure storage of
credit card details and a confidentiality clause in
employment contracts prohibiting the unauthorised
disclosure of information.

• The measures are in compliance with the Directive
on Data Protection (Directive 95/46/EC) and 
the e-Privacy Directive (Directive 2009/136/EC) 
as applicable.

5. Prompt and accurate customer payments
• The objective is to secure that payments to

customers are prompt and accurate.

• The 11 measures include the logging of all
information regarding receipts and payments and
the use of appropriate checks and verification.

6. Fair gaming
• The objective is to ensure that all gambling

products offered to customers are fair.

• The 22 measures include proper procedures 
for ensuring games are random and fair, and
identifying suspicious sports betting transactions
and patterns which might pose a threat to the
integrity of sporting competitions.

7. Responsible marketing
• The objective is to provide assurance that

advertisements contain factually correct
information and are neither false nor misleading.

• The 10 measures include ensuring advertising is
not aimed at underage individuals and does not
suggest gambling is a means of solving financial
difficulties.

8. Commitment to customer satisfaction 
and support

• The objective is to provide assurance that
customers are provided with an enjoyable gaming
experience and that possible complaints can be
logged at all times and are properly handled.

• The 7 measures include procedures for the proper
handling of customer complaints and the
availability of third-party mediation.

9. Secure, safe and reliable operating
environment

• The objective is to ensure that gambling products
are provided in a secure, safe and reliable
operating environment.

• The 27 measures include risk-based internal and
external security reviews that should be conducted
at least annually or in the event of material
changes as well as regular training and awareness
programmes for compliance personnel.

12
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