lexact!

business & legal solutions

eGaming in Cyprus

Legal Framework &
Recent Developments

© Olga Georgiades 2010

—




Outline of Issues

business & legal solutions

1. Introduction

2. Historical Overview of Cyprus Legislation (or the Lack
thereof):

Lotteries, Machines, Games of Chance, Taxation
3. Bills of Law on Gaming and Gambling
4. Treaty of the European Union & Principles

6. How can a Cypriot/EU based company legally provide
eGaming services in Cyprus?
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I I1 t I‘Od U Cti O I1 business & legal solutions

The following is an outline of the current legal situation in
Cyprus regarding internet gaming and examines whether a
Cyprus company using the services of a European Union
licensed provider (i.e. through a sub license) can legally
provide internet gaming services or access to such services
to Cypriot gamers through its land based shops in Cyprus
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Historical Overview o

Of C!p I‘ u S Leg i S I a ti 0 I1 business & legal solutions

Gaming Machines and Entertainment Machines
Law of 1996 as amended
Mnxavwv Maiyvidiou kai

Mnxavwv Yuxaywyiac Nouoc

On a number of occasions it was held by the Supreme
Court of Cyprus to be unconstitutional

© Olga Georgiades 2010



“lucky games machines” o’

business & legal solutions

«Hnxavi) TUXEPOU naiyviSeIiou» onuaivel unxavr nou aroBAenel ge napoxrn KEPOOUG I
dAAou avraAAdayuaroc... nepiAauBaver O TIC UNXAVEC nNou gival yVwOTECG UE TA akoAouBa
ovouara r napopoIEC TouG N napaiiayr Toug:

(a)

(B)
(v)
(n)

(6)

Mnxavec TUNoU NOKEP 1 dAAoOU napopoiou naiyvidiou E TpanouAoxapta rn dAAec
napaAAayec n napaordosic:

HNXAVvEeG nou &ival yVWOoTEG WG MNXAVEG HE PPOUTAKIA ......

0r1o1adnmnoTe dAAn unxavn TUxXEPOoU naiyvidlou Mou KATtd Tnv Kpion Tou dikaoTnpiou
rnou ekoikalel To adiknua eivair napaAiayn ornoiacdnnoTe AAANG Unxavng TUXEPOU
rnaryvidiou.

ornolodnnote €€apTnua n npooapTnLa rf AoyioHIKO npoypaipua nAEKTPoOvIKoU
UNoAoyIoTI) TO OMnoio UNOPEi va ePAapooTEi Kal va AEITOUPYNOEI HECW
o0ovng.»
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“lucky games machines”
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The use, operation, control, possession, import
and manufacture of lucky games machines is

illegal and subjects offenders to fines and
iImprisonment
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Case law o
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Police v. Antonis Antoniou
and Costas Agathaggelou (2003)

The Court considered the offence of manufacturing a lucky gaming
machine. The Judge considered that an essential part of the crime is that
there is intent to "provide profit or something in exchange.

The description of the various types of machines under section 4(2) are
only indicative. The essential element is the intent to provide profit or
something in exchange.

The Court may rule that a machine is a lucky game machine even though
it is not commonly known to be a lucky game machine.
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Case law o
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Police v. Antonis Antoniou
and Costas Agathaggelou (2003)

Therefore, just because a person has a computer which is capable
of working through a screen is not automatically considered to be
a lucky game machine. But the essential point is it can be used
for making profit.

In this case, the player of the lucky game only played a virtual
game of horse racing on his computer but after the horse racing
he only gained points but no real winnings in terms of money.

There was no evidence that the defendant gained any profit. As a
result the case was dismissed because there was no evidence
that the machine was intended for making profit or providing
something in exchange.
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Case law oy
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Ammochostos Police Director
v. Michalis Mahattos (2007)

The case concerned machines (computers) which when used present
images which do not concern lucky games.

The machine was found in a Betting shop (Royal).

The computer operated together with a mouse and could be connected
through the internet.

It had a place for inserting money (bills).

When switched on the computer did not contain software for lucky
games.

The judge considered that there was no proof that the computer was used
for lucky games because when switched on, no software was found

therein to indicate that it was used for lucky games.

© Olga Georgiades 2010



Historical Overview 3
Of C!p I‘ u S Leg i S I a ti 0 I1 business & legal solutions

Betting Houses, Gaming Houses and Gambling

Law CAP 151 as amended

Oikwv ZToixnuarwyv, Oikwv KuBeiac kai
Mapeunodioncg tng KuBeiag Nouog Kep. 151
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business & legal solutions

What is Gambling in Cyprus...

Betting Houses, Gaming Houses and Gambling
Law CAP 151

"gamble" (emdidopal oe kuBeia):

... to play at, or engage in, any game of chance or
of mixed chance and skill for money or money'’s
worth”
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What is Gambling "

i n Cy p ru S business & legal solutions
EENE

"3. (1) Any person who-

(a) being the owner or occupier of any place or having the use temporarily or otherwise thereof, keeps or uses
such place as a betting house or a gaming house or for playing at any of the games to which section 6 of
this Law applies; or

(b) permits a place of which he is the owner or occupier or of which he has the use temporarily or otherwise to
be used as a betting house or a gaming house or for playing at any of the games to which section 6 of this
Law applies; or

(c) has the care or management of, or in any manner assists or is engaged in the management of, a place
kept or used as a betting house or a gaming house or for playing at any of the games to which section 6 of
this Law applies, shall be guilty of an offence and shall be liable to imprisonment not exceeding one year or
to a fine not exceeding one hundred pounds or to both such imprisonment and fine.

(2) Any person who appears, acts or behaves as master or as the person having the care or management of
any place kept or used as in subsection (1) of this section provided shall, for the purposes of this section,
be deemed to be the keeper thereof, whether he is or is ot the real keeper.

(3) No prosecution relating to the carrying on of a lottery under this section shall be instituted except by or
with the consent of the Attorney-General.”
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What is Gambling 5
i I1 Cy p ru S L business & legal solutions

As a result, a gaming company or bet shop
may be considered to be operating as
gambling houses for the purpose of
facilitating illegal games.
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What is Gambling w5
i I1 Cy p ru S L business & legal solutions

"4. Any persons gambling or assembled

together for the purpose of gambling in a
gaming house shall be guilty of an offence

under this Law”.
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Historical Overview o

Of C!p Fus Leg i S I a ti on business & legal solutions

The Criminal Law, Cap. 154

Offences amounting to conspiracy to commit a Capital
Offence (7 years imprisonment)

Law ratifying the Cybercrime Convention

(Law 22/2004) concerning the crimes of misuse of inventions
and fraud in relation to a computer

(5 years imprisonment or fine up to EUR34,170)
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-
H i Sto ri Ca I ove rVi ew business & legal solutions
of Cyprus Legislation

...Law Fighting against proceeds from Illegal
Activities of 2007 (Law 188/2007)
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Historical Overview o

Of C!p I‘ u S Leg i S I a ti 0 I1 business & legal solutions

Collective Bets (Requlation and Taxes) (Amending)
Law of 2007", Law 161(I) of 2007

ZUAAoyIkwv EToixnuAT®WV
(PuBuion kair ®opocg) Nopog

Horceracing Bets and Lotteries Tax (Amending) Law of
2007, Law 162(I) of 2007

dopoAoyiac Innodpouiakwv
ZToixnMHarwv kai Aaxeiwv Nouog
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10% tax on net turnover

These laws adopted in 2007 reduced
taxation on collective bets.

They do not regulate on-line gaming.

Gap in the legislation on on-line gaming.
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Bills of Law "
on Gaming and Gambling o,
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1st Bill - 3 May 2006

Purpose:

Regulating the carrying out of collective betting & horse
racing via telecommunications and electronic means.

Made obligatory the computerization of betting in order to
make the monitoring of the turnover of each bet recipient
more effective

Control electronic betting and not to prohibit it altogether
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Bills of Law .
on Gaming and Gambling %

business & legal solutions

2nd Bill - 2 August 2006

Purpose:

Imposed an outright ban on the carrying out of betting via
electronic means in the Republic

Uniform tax system is imposed covering all “three” categories of
bets which is set to 15% of the gross incomes of receivers

Complaint from a Cypriot company
Incompatible with Articles 43 & 49 of the TEU - contrary to the

jurisprudence of the European Court of Justice, (Piergiorgio
Gambelli and Placanica)

European Commission intervened and the Bill was
not adopted
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7] GOV | TETAPTH 20 IOYNIOY 2009

NapéuBaon me Kopoiov
Yia 1oV NAEKIPOVIKO TI0Y0

ETaipeia €otnoe oTov Toixo TNV Kunpiakn Anpokparia

To Ynoupyeio QikovopKkwy ayayKOooTnsEE va anosipel and ™n Boukn vopooxedio nou anoyopeve 10 NAEKTROVIKDG OTDI-
XNpa, NpoKEIPEY oU va cuppopgoBel pe nic vnodeifeg e Kopimoy.

TOY MINAAH XATZTHETYAIANOY

':,.u:-:lnulilrLEi; now katafinén-
O xav and o ¥Ynovpyelo Owovoput-
K@V, piow vopooysdiov now M H Eogeoedw oy
KOTATESNKEE OTT) B:u_.-'.-| ¥ va anayopev- " EMIOTTAR TG NPOS
Bl o NAEXTROV LK i:n:L:.:r||.| EMECOV OT0 o Ynougyeio Ok
kevo. Metd and oy enn] katayyshla etal- WOREHIEN HOTEDTTIOE
peiac mov £8petel omny ]-.u-'rpl:u napev EBn ooger nwe ey npd-
M EU:IUTEILLI] Emrponny (Kopiowy) . HE KEITOI W0 ENMPEgE]
aNOTEAEOUD TO ‘:'r:-v"ysu: ':th:l‘.-l:ll.ll:hu.‘r T ONCYEELION TOU
va :»wrhun:l'rnu u'::n:lupEL dpoy - Apov 1o MASHT ROV IR oTar
OYETLED vopooye6io and tn Boudd, T T
onolo, petafd akiwv, npofPlene tr|1f'




HKATAPIEITAI NPOELEXOE
0 @Opog Nou NVIPANOUY OF NaIKTES oTdl
oUAAOYIKG KO InnOSPopIoKa oo

xardpymon Tou ddpov mow xatafdikovw
ofjpepa oL naikteg oTa cvAkoyikd Kau
mnodpopaxd oroyipara.

Extipdvrag 611 To vEO vopulkd mhalow
now Ba eTolpactel ya Ta otoTpara Ba
xofuotepnoel, hoye TV TROTIOTIOMOEEY
now Ba MpEmEL va ENEAMBOUY OTo TREKTPOVL-
ko otolynpa pe paon Tg vnodelfag e
Kopumdy, 1 Boukt Zitmos x8e va KoTate-
Bolv TdyoTa EVTdy TG KL TPy and Tig
Bepuvig Saxomnéc yia Prignon pdvo o npd-
VoLEg 0w vopooyeslon nov rr_’\:\|3.i'|z'rn:nn ™mv
xotdpynon Tuv gépuv oTa oToyfpata.
E':c;;a-: va aviipstemote] adevis pev o
napdvopo otolynpa, and to onolo To kpa-
tog ydver ewoofnpara exatoppupley Apcy
o xpéw Kal u:*etépau va mepiopt otel
pof Twv xpMpdTey Tpog Ta KaTERdpEVa,
exEl dmow o Trdyos Posheder.

H kooyyshin

Tov lavoudmo Tou 2006 To Ynoupyeio Ouo-
vopuxdv karéBeoe o Bouls) To vopooyE-
S0 mov adopolos To vEo vopkd mhaloo
nov Ba Sifnel Ta otoyfuara oty Konpo.
Kard m ougimon tov BEpatog orn Bowhr,
BowhEvTES KAl EPMAEKOUEVOL OTT) Paopmya-
via Tov otogrpatos, dnwe eiva o OTAI
xan ) Afoyn Innodpomey, Tdyfnxay eva-

e

A

T SdpEY.

Emikpioeic BOUAEUTWYV

MET 14 unDSEIEER; T KopsTedy, 10 Ynoup-
¥EID OuHOVOpISGN OnEOUpE Ond m BowAn 10
WOIOTRE S0, XiaPic Wi SeeIEl KOs E5R Y-
On. Ta pEAn < KOnORO0UA EvTIHGS Enmmpo-
g EAEynou Evnpepadnay prols xBes v
™Y ROREPBO0N T Kogsty. O BOUAEUTES
Miaixpy0s; FEdopyiou (AHIY.}, Avrpod Kunpd-
woil (AMEA) il Zmxapios Kok i (AH.KD.)
EnEXPIITY EvTovl T0 YrOupyERD Dumovopr
Wi, y§l 7O YEYOWOE (m Dpéfnke THroL Ko
e Wil LA RS N W PurqancrrEd TowdR-

Troy T PEPOE ni4 DqeHMATE T KOOy
On iy ey, nia £V nikn mEMNTEMIEL
Omvient; unESEIEDY, SEV EiXE v WOVE! JE TO
B30 POU NPOENNPE JIE TO MAEKTHOVING
O,

0 . MESHWYHOU (v EPEPE XOPOKTRRHTTING Gmi
Wi m SEENYury TOU nERCTYORd MywoTur
00 KinEAR DU MIOSOTEio, Yol KDBEy i
Aipa pou O GT0y o0 Vo0 OTobmpd,
GAAES NEVTE AipES nilivily TT0 ndpdvog
Orixnp.

vTiov Tou 'ﬁ:rr_'\:wuwu' CTOLYT|MATOs, CIT-
VIaE TV anaydpenor Tot.

Ei'..i'.'[mnvnp uxn eraipeia mow amyoheitm
ME TO TAEKTROVIES OTOHT LG KaTHyyELAE TO
yeyovog otnv Evpunaiki Emtponi, 1
omolo pe emotohh e npog To Ynovwpyeio
Ouovopudy unESEIEE TG o) anaydpewoT
TOU TREXTPOV D) oTofpaTas Ba ouvend-
YETOQL PE KOTAOTPATIYIOT TEV THovouEy
i&puong tng (Brag g E-E_s. H v hdyw
ermpela, npog unootipin Tav BEoEdy TG,
EMKAAEOTIKE OTNV EMIOTOAT] TNE To0C TV
Eopuowdv oepd anoddosev o Awaornpl-
ov Eupenaikiw Kowotrwy, nov Swoloos
etaupelec o onoleg nposEduyay oTo mapE-
Bov evavtiov e makikng kvBEpvnong,
drav emyeipnos va anayopeboel To nhe-
KTpovikD orolynua.

OF Ul W KEpBT.

Iopdeva PE Tig MPGVOLES QUTES,
oot Ba malsouw rn:\&:tc:f.tcuj.:'l otog T
paTa fa anohAdoeoovral ang TV vTo-
;;p:n.cnw rorefdihow wg Gopo Tipog
TO KpAToS T0 25% G afios Tou Kovno-
viow, kdm now wyle piym wpa. Ty
oy péwon katafolrc gopohoylag Ba
avakdforv o ETapeieg oTogmedTey,
ol omideg Ba korafdhhovy Sopokoyia
Tpac o KpdTod To 15% eni Tav snfa-
peiny hméqm' Toug. O xaBapé ano-
Soyec oplzoviar we ta cvvohuad ood
ToU KaTeRakhbay autol mow oTogmnud-
Twav, pelov Ta mood mow hnpa By

O vrmpeoakol Tov Ynovpyeion Cuomro-
pLEdY u1.-:¢:pu1; oty chaﬁnu).emln
Enxtporm Efyyow dm perd v nogEpfaon
g Kopodv, o Tevikde Awevduvtic Tov
Ynovpyelow Xplotog Matoakibng anotddn-
ke oto [evucd Ewayyehsa Iéxpo Kinpisn,
yia va anodaoiotel 1 pEAkEL yeveoBar.
AmavIovTas oF £paTnoT BoukEuTdv, ave-
depav OTL peTd TNV nopepfoon g Kops-
oudv, Ebvan mokd Soxoko B¢ evtehis abd-
Voo v anayopendel To hextpoviesd otol-
Xnpa.

O vrmpeca kol Tow ¥riovpyelon Cuwimro-
puer eimay, emiong, dn o Yrovpyeio toug
Ba enovelBen ot Bowhr pe vEo vopoayiSo,
nov Ba prdpifer Ta oTopatTa otV
Kimpo, VOLsoTo v TG ki To TREKTRIKD
OTOg M-

Apx1), g€ TNV KQTapynorn twv Qpopwv

ME AEADOMEND JT. To vEo VOPLED
mhalowo mov Ba pudpize Ta otogr-
para Ba hn“uc‘::ﬂﬁc:nu m‘mr:ﬂ:'
S 1] Boukr, wodtou pubuotel o qu.I.\_
Tou rﬁc:uu¢: HE T0 MAEKTPOVLED
otolynpa, o Bovkevtic g Em-
Tpontg Ekéyyouw sitnoav kai
efnoddiecay T Séopsvon Tav
UTITPE0LaKLy Tou Ynoupyeiou
Orxovopusny, & B korare-
Botiv TLC EMSPEVES TUEDES
1 Yo ot mpdvoeg Tou
vopooyedlov nov ado-
polv oIV Katdpynon

And v xataBolr dopohoylag
mpos To xpdtog Ba sfmpotviol kal oo
flunmor. O empakhdpevog Sdpog,
mov avépyeETan ofjuepa oto 10%, Ba
Bagiver Trv Innodpopunsr) Agyr-

wEneidn dhon cupd:..a\-al.'w 6T oL
P ancﬂcw:-; ouvdSouy pe TV
ainon Tov Napdvopoy OTOKTEAToS
1o onolo PpioseTa oe €apoT), KAvape
avTr Ty mpdTooT npog 1o Yroupyeio
Owovopikiv, To onolo SEx8nke va
PEpEL TPOTOTOITOER THG WIOTEPEVTIC
vopoleoiag, povov doov adopd o
pnhég popokoyiegs , Sihwos o K.
Tewpyioo.



Bills of Law

on Gaming and Gambling business & legal solutions

Bill of 2010
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Treaty of the “
European Union business & legal solutions
& Principles

Freedom of Movement
Freedom of Establishment
Freedom to provide services

Freedom of movement of Capital and
Payments
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How can a o
CypriOt/EU baSEd business & legal solutions
company legally provide

eGaming services in Cyprus?

EU Licensee (a company licensed to handle money) to
undertake all accounting operations to limit exposure.

The EU Licensee should be the only one opening the accounts
online and accepting money online.

The money will not be passing through bet company’s hands
but through a licensed operator in a member state of the EU
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How can a o
Cypriot/EU based &
company Iega"y prOVide business & legal solutions
eGaming services in Cyprus?

A license from another member state is necessary. This can be either
a direct gaming license from a Member State which grants such
licenses or through the use of White Label — Sublicense
Agreement concluded with the actual License holder.

If a sublicense agreement is to be signed with a License holder and
bet on Alpha, the contractual relationship between the License Holder
and Bet on Alpha should be the law of that Member State and the law
of Cyprus (because Cyprus law does not allow for this directly).

The website/platform where the games will be provided should be
designed in such a way and must contain such terms and conditions
so that it will be made clear to users that the contract is in fact
Ic_oncluded in the Member State which provided the online gaming
icense.
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How can a .o

Cy p ri Ot/ E U ba Sed busines:8:.legal solutions
company legally provide
eGaming services in Cyprus?

Thus, when a player in Cyprus opens the web browser and enters the game’s
website and starts playing after accepting the terms and conditions of the
website, he will be accepting to be bound by the laws of the Member State that
granted the license because that is where the contract is made.

Even though the player is physically in Cyprus, he will be entering an online
casino operated and licensed in the Member State that granted the license and
that the player is actually playing in that Member State because that is where
the casino is located as well as the account he opened through the License
holder.

Bet shop attendees should not open any accounts and/or physically accept
money from players inside bet shops. If they accept money then both the shop
and the player are in danger of prosecution if they are caught.
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