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THE YEAR IN REVIEW

THE YEAR IN REVIEW -
INTERVIEW WITH THE MANAGEMENT TEAM

Focus on core areas

For Birgitte Sand, Director of the Danish Gambling Authority, focus in 2016 was upon core areas:

- The authority’s role is to fake care of players, make sure they are well-informed and ensure thaf gam-
bling in Denmark is carried out fairly. By mainfaining our high performance levels in 2016, we managed
fo achieve this and ensure thaf the gambling market remains fairly and properly regulated. We work in
an excifing field where it is easy fo take a keen interest, something which shows in the way we go about
our work, says Birgitte Sand, who continues: - 'm happy Denmark is sfill aftractive for rule-compliant
gambling operators. This gives a healthy degree of stability fo the market, leaving little room for illegal
acfivities. If's also very important fo recognise that our dialogue-based approach means we continue to
enjoy a sfrong cooperative relafionship with gambling operators and our numerous other stakeholders.

Matfch-fixing and money laundering on the agenda

Beyond the authority’s day-fo-day core tasks, match-fixing and money laundering were high on the
agenda. For instance, the Danish Gambling Authority and Antfi Doping Denmark struck an agreement
on cooperation in the fight against match-fixing. We also participated in a wider, more formalised
national platform on coordination and cooperafion against manipulafion in sporfing events led by Anti
Doping Denmark. This involves working fogether with authorities such as the Danish Police and the
Public Prosecutor for Serious Financial and Infernational crime (S@IK). Furthermore, in 2016 the Danish
Gambling Authority also fook part in three infernational projects on combatting match-fixing,

Many of our employees were also highly involved in Denmark’s reporfing activities fo the inter-gov-
ernmental Financial Action Task Force (FATF) on Danish efforts to counfer money laundering. Richard
Nergaard, Head of the Licensing Division, was very safisfied with the oufcome of the FATF-visit:

- It challenged our resources, but was an exciting and enriching experience. We were praised for our
way of handling the risk-based approach, one of the bedrocks of the Anfi-money laundering legislation

New surveillance methods for casinos and night-time closing of gaming arcades

In 2016, a radically different approach fo surveillance of land-based casinos saw the light of day.
Benny Pedersen leads the Land-based Gambling Unit, which is responsible for the ongoing surveil-
lance of land-based casinos and gaming arcades: - There have been some big changes in the way we
work. Instead of always being present during a casino’s opening hours, employees from the Danish
Gambling Authority now make around three visits a month; not including unannounced inspections.
Our fasks include making sure that the casino’s own infernal surveillance systems work properly, and |
believe that this reorganisation has been a success, says Benny Pedersen.

While resources were saved on casino surveillance, more were needed from July 1sf when night-time
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closing of gambling arcades (00:00 - 07:00) took effect. — We sent many employees out late at night
fo make sure the new rules were being complied with, says Benny Pedersen. — A number of gaming
arcades were in breach of the law, so this will confinue fo be one of our focus areas in 2017.

New types of gambling pose challenges

Among the challenges facing the Danish Gambling Authority are the various new forms of gambling
that are always cropping up on the market: - Especially developments in the online market, such as
e-sparts, are moving fast, says Birgitte Sand.

Lars Bonne Christensen, head of the Compliance Division, which is responsible for the confinuous
surveillance of online gambling operafors, agrees: — We are always frying fo stay up to dafe with new
fypes of gambling activity, and with this comes new challenges in finding the best methods to monitor
these acfivities. From the perspective of a regulafor, it can be difficult to keep up with fechnological
developments when you are on the other side of the fable, but sharing experiences with international
partners such as the UK Gambling Commission has allowed us to make great strides, says Lars Bonne
Christensen.

When law and tfechnology meet, legislafion is offen a step behind reality. Many of the new gambling
forms, such as "skin betfing” challenge our gambling legislation as it stands foday. - The gambling mar-
ket is always changing and this of course sets high stands for our professionalism and knowledge of
gambling products, says Richard Nergaard. - Many gambling products are not even restricted to a single
delivery channel, but are offered fo gamblers through a number of different platforms. Birgitte Sand
adds: - As regulafor for such a dynamic areg, it's important fo draw on knowledge from the industry
ifself and exchange experiences of regulafory models with ofher nafional gambling authorities. Af the
same fime, we should remember thaf the Gambling Act has been in force for a good five years, so
some fine-tuning in line with our experiences with the Act is nafural.

16 operators had their licences renewed

When the Danish gambling market was liberalised in 2012, licences were issued fo 22 operators.

The licences were valid for a period of five years. Most of these licences expired on December 31sf
2016, and consequently, work on renewing the licences for a further five-year was a time-consuming
process. —We allocated ample fime fo this process, and conducted it in @ methodical and responsive
manner, says Richard Nergaard. — This meant operafors applied in a fimely fashion and all applicants
secured their licences before the turn of the year. It was especially satisfying that none of the operators
had to suspend their activities while waiting for a new licence, and could provide their services

in Denmark without inferruption.

THE YEAR IN REVIEW

International cooperation has high priority

The Danish Gambling Autharity enjoys mulfi-faceted cooperation with international partners. In addition
fo parficipating and presenting at conferences, the Danish Gambling Authority is represented on the

EU Commission’s Expert Group on Gambling Services, as well as being on committees in gambling
regulafor working groups af a European and global level. The Nordic gambling authorities also work in
close cooperation with one another.

We value infernational cooperation, stresses Birgitte Sand: - Gambling is an inspiring and exciting field,
but equally it can be hard fo navigate and keep one-step ahead unless we take the fime fo move away
from the confines of our desks. Many gambling operafors are infernationally oriented and

industries associated with gambling are located in mulfiple jurisdictions. - As such, we need thaf
oversight and cooperation af an infernational level if we are fo maintain our professional standards and
undersfanding of the market we operafe in on a daily basis. It's also, as | see it, extremely important

fo confribute actively by sharing the good experiences we have had if these can in any way help fo
support the regulation of gambling in other jurisdictions.

Our parficipation in the EU Commission’s Expert Group on Gambling Services is a good example of this.
In many regards, Denmark is ahead of the game on gambling regulafion, meaning we are able fo put
forward suggestions and share experiences on a number of subjects discussed in the expert group.

At the same fime, we also learn from the experiences and reflections of other EU member countries.
We are also very happy fo share our experiences in the drafting of gambling legislation with countries
outside the EU and Europe. We often get the opporfunity to share knowledge and experiences with
gambling autharities far from Denmark, such as Australia, and it always provides us with food for
thought when we learn about legislafion in ofher countries and hear their reactions to our solutions.

Birgifte Sand also emphasises the value of our collaborafion with the other Nordic gambling authorities,
a point backed up by others in the management group: - Nordic cooperation has proven very worth-
while, says Richard Nergaard. Lars Bonne Christensen adds: - It's clear to me that activities such as the
Nordic meeting af employee level, which we hosfed in November, are an extremely rewarding experi-
ence for employees as both a debate forum and nefworking opportunity. If's a valuable forum warth
mainfaining because our gambling legislation, while similar in some areas, is also quite

different in others.



THE YEAR IN REVIEW

Raising the profile of the Danish Gambling Authority
The Danish Gambling Autharity moved info unknown ferritory in 2016 in order fo raise ifs profile in
Denmark and our self-exclusion register ROFUS.

- The Danish Gambling Authority is responsible for an area that Danes are familiar with and have an
opinion about. We therefore need fo make Danes aware we exist and that there is legislation and an
authority in place to give them peace of mind when gambling, says Birgitte Sand. — In the middle of
the year, we launched our app, “MitSpil” (“MyGame”), in part fo reach a younger farget group, and at
the end of 2016, we premiered our first TV commercial, which publicised the ROFUS register. Here, we
fook a more light-hearted approach, casting the well-known comedian Simon Jul in the role of a casino
bouncer felling viewers how they could fake a break from gambling. As with last year, lof of effort was
put into raising our profile af both the People’s Meeting (Folkemedet) on

Bornholm and at Culture Night in Copenhagen. Both events were well suited for raising awareness
with gamblers and those in their social circle.

From Copenhagen to Odense

One thing that fook a lof of our fime in 2016 was the relocation of the Danish Gambling Autharity to
Odense. As part of the government’s plans fo relocate stafe workplaces, our headquarters moved from
Havneholmen in Copenhagen fo Englandsgade by Odense harbour.

- The move was one of our biggest challenges, says Birgitte Sand. — A quarter of us, those who work
with monitoring of land-based gambling, already work from different locations in Denmark. However,
around half of those working in the Copenhagen office chose fo step down in the wake of the reloca-
fion. It was hard to say goodbye to so many colleagues in such a short period, and of course, the move
led fo an equivalent loss of knowledge.

Good results in furbulent times

- When we look back on the year, we have fo bear in mind the massive organisational changes we
have been through. Nonetheless, despite the furbulent times, if | say so myself, we've done really
well fo make sure 2016's results are so solid! It's not easy to keep on fop of your own fasks while at
the same fime welcoming and training so many new colleagues. But we are forfunate to have a solid
foundation, gambling legislation that is for the most part well-functioning, as well as established and
documented operational processes. | believe we can be proud thaf through helping each other and
dedication to our work, we've met the fargefs we setf ourselves for this year.

Richard Nergaard also underlines that professional standards have been maintained. — I'm very
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impressed that case-handling times for new licence applications have not taken longer. 20 out of 29
employees in the Licensing Division were replaced during 2016, yet still we have maintained the same
production levels while making great strides in fraining new employees.

The year ahead

2017 promises to be another busy year for the Danish Gambling Authority. — As always, we need to
keep an eye on developments in the gambling market, new gambling activities, and the behaviour of
operators active in Denmark. That makes it important fo maintain the good dialogue we already have
with gambling operafors and the valuable cooperation we enjoy with our stakeholders, says Birgitte
Sand, who confinues: - We will continue fo fake actfion against the illegal gambling market and ensure
that gambling in Denmark fakes place in an acceptable, safe, and well-regulated environment.

In 2017, we will also continue our work on informing Danes about imporfant aspects of gambling regu-
lation, with the aim of reaching out to even more people and further boosting our public profile.

For example, we infend fo visit educational institutions and sports clubs fo fell people what we do fo
ensure a fair gambling market, as well as provide gamblers with the information they need about lawful
gambling operafors and self-exclusion from gambling. From an internal perspective, our focus will natu-
rally be on building up competence levels and sfrengthening the working climafe and job satisfaction.

Birgitte Sand is posifive about the future of the Danish Gambling Authority in Odense: - Even though

we have fo recognise that the coming year will be affected by the loss of knowledge associated with

relocafion, | am confident that if we continue to help each other with a starfing point in our values, we
will once again meet the high sfandards we have sef.
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Relocation

As part of government plans to relocate public secfor workplaces, the Danish Gambling Authority moved af the

end of 2016 from Copenhagen fo Odense. On December 12th, we held an official opening reception at our new
The Danish Gambling Authority is an executive authority under the Ministry of Taxafion. offices in Englandsgade by Odense harbour. Among the guests was Tax Minister Karsten Lauritzen, who made
The Danish Gambling Authority is responsible for ensuring an orderly and regulated gambling market in the opening speech and cut the ribbon.
Denmark, where players are profected against unfair and illegal gambling acfivities.

Our tasks include:

* Issuing and managing licences for Danske Lotteri Spil A/S, Det Danske Klasselotteri A/S, betting activities, online
casinos, gaming machines, land-based casinos, public poker fournaments and charity lofteries.

* Supervision and surveillance of gambling operafors and the gambling market.

* Provision of information and infernational cooperation.

In 20186, our staff of 79 full-time employees comprised of:
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OUR VALUES

The Danish Gambling Authority aims at promofing a responsible, fair and well-regulated gambling market

fo the benefit of players, operafors and society. Our approach is characterised by openness and dialogue.
Development and new trends within the world of gambling require high expertise, and the many excifing and
challenging tasks go hand-in-hand with our high level of professionalism. Job satisfaction, curiosity,

and dedication lead fo good results.

WE ARE VISIONARY

The Danish Gambling Authority is at the forefront of industry develop-
ments and dares fo break new grounds. We are open fo new perspectives
in our supervision and mainfain ongoing dialogue with our stakeholders.
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Gambling is internationally anchored, thus focus on the developments of
gambling in other countries is a prerequisite.

WE HAVE ROOM FOR DIFFERENCES

The Danish Gambling Authority has room for differences, which means that
we allow for diversity and are open fo new ideas. We highly priorifise feam
spirif, well-being and frust. Mufual respect is an importing starting point for
the way we solve our fasks.

WE ARE COMPETENT

The Danish Gambling Authority fakes pride in supervising gambling provid-
ers in a compefent manner. We fake a professional approach to our work
and we are experts in our field. We build our administration on a high level
of professionalism and dedication.

WE ENSURE FAIRNESS

The Danish Gambling Authority fakes responsibility for a well-regulated and
fair gambling marketf. We focus on the protfection of players as well as the
profection of children, young people and ofher vulnerable people.

We strive to provide information and guidance on how to remain within the
framework for legal gambling.

© @
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THE DANISH GAMBLING AUTHORITY “OUT AND ABOUT”

In 2016, the Danish Gambling Authority confinued work on raising ifs profile. For this reason, we fook
partin the People’s Meeting on Bornholm in June, as well as Culture Night in Copenhagen in Ocfober.

Myths dispelled af People’s Meeting

For the second time, the Danish Gambling Authority parficipated in the People’'s Meeting. We were
present all four days and our sfand was well visited by inferested guests, including the Tax Minister,
Karsten Lauritzen. Many had not previously heard of the Danish Gambling Authority, allowing us the
opportunity fo engage in some lively discussions on gambling regulation as well as the opportunities
open to individuals fo volunfarily exclude themselves from gambling. This gave us a platform to dispel
many of the myths and prejudices that proliferate on the liberalised gambling market. We explained
fo guests that there exists well-functioning legislation and an authority that confinuously monitors the
gambling operators via, for example, moniforing game fransaction dafa for the different types of
gambling and supervising the payment of winnings.

It was especially the self-exclusion system ROFUS that generated interest amongst visitars.
They were pleased fo hear that we, as an authority, take responsibility for protecting players
and offering a solution to those who feel they gamble foo much and need a way fo say "stop”.

Focus also fell upon the markefing of gambling acfivities, and questions as fo its legality.

We informed visitors about marketing rules for gambling, our continuous surveillance of how gambling
operatars market their products fo Danes, and the posifive cooperation we enjoy with the Consumer
Ombudsman.

Lofto balls a big hit on Culture Night

The Danish Gambling Authority was part of the Ministry of Taxafion’s acfivifies at Culture Night in
Copenhagen. There were more than 500 visifors, most of whom also found their way fo our stand to
hear about the Danish gambling market, responsible gambling, and how a gaming machine works.
The lofto balls were especially popular, with visitors able to inspect a set that had af some point in time,
furned one or mare Danes info a millionaire.

Industry day on marketing and consumer protection
At our annual Industry day, we brought together partners in the gambling industry for a day of presen-
tafions and discussions about current issues.



INDUSTRY DAY, PEOPLE’S MEETING
AND CULTURE NIGHT
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This was the third fime we have hosted the event, with over 80 participants atfending fo hear about
subjects including marketing and consumer protection. Among the presenters were the Consumer
Ombudsman, who held a presentafion on the ferms and conditions for consumer protection agree-
ments, as well as representatives from De Samvirkende Kebmaend, an industry organisation for super-
markets and convenience sfores, who presented their campaign for age limits on the sale of alcohol.
The Danish Competition and Consumer Authority spoke about the new Consumer Complaints Act,
while the Danish Gambling Authority presented the lafest figures on the gambling market, the self-ex-
clusion system ROFUS, and the use of bonuses in the Danish gambling market.

The day ended with a spirited discussion on age limits in the gambling market. Taking part were Danske
Lotteri Spil A/S, De Samvirkende Kebmaend, The National Council for Children, Frederiksberg Treat-
ment Centre (Dagbehandlingen Frederiksberg Centeret) and the consumer spokesperson from the
Liberal Party of Denmark.
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MATCH-FIXING

Project “Keep Crime Out Of Sport” and the national platform

In 2016, the Danish Gambling Authority took part in several projects on match-fixing. In the Autumn,
parficular focus fell upon “Keep Crime Out Of Sport” (KCOOS), a project arranged by the Council of
Europe. The project is infended fo assist in the implementation of the Convention on the Manipulafion
of Sports Competifions, which Denmark has signed buf not yet rafified.

It is anticipated that the project will be completed by the end of 2017. The resulfs will be presented in
a handbook on the esfablishment and running of a nafional platform, which is a formal cross-author-
ity collaboration led by Anfi Doping Denmark (ADD, which lies under the auspices of the Minisfry of
Culture). In addition fo the Danish Gambling Authority, the Danish Police and the Public Prosecutor for
Serious Financial and International crime (S@IK) are among the participants.

In connection with the nafional platform, a cooperation forum has been initiated, consisting of ADD,
Danish Gambling Autharity, the Danish Police, S@IK, Danish Online Gambling Assaciation (DOGA),
Danske Licens Spil A/S, the Danish Football Assaciafion (DBU), and the Danish Nafional Olympic
Committee (DIF).

Project “PreCrimBet”

The Danish Gambling Authority also parficipated in the EU Commission funded project “PreCrimBet”,
which had the aim of identifying and placing focus upon betting-related crime, for example match-fix-
ing and money laundering.

The project will assist national authorities in protecting the infegrity of national markets for sports bet-
fing. “PreCrimBet” will also help facilifate the establishment and strengthening of national nefworks of
relevant public and private sfakeholders, for example gambling operators, gambling authorifies, sports
organisafions and relevant ministries.

In March 2017, the Danish Gambling Authority will co-arrange a seminar held in Denmark where
recommendations from the project will be discussed. “PreCrimBet” is expected fo be completed by
June 2017, when a pan-European seminar will be held. The resulfs will be published in a White Paper
containing specific recommendations for the area.

Project “Betmonialert”

A third project the Danish Gambling Authority took part in was “Befmonialert”. This project focused
on the moniforing and warning systems that licensees use fo follow suspicious befting fransactions.
“Betmonialert” is evaluafing the exisfing monitoring and warning systems with the aim of publishing
recommendations on how fo improve these systems.

ANTI-MONEY LAUNDERING AND FINANCING OF TERRORISM

At present, only operators of land-based and online casinos are regulated under legjslation fo prevent
money laundering of winnings and financing of ferrorism.

Implementation of the 4th Anti-Money Laundering Directive

In 2016, together with a number of other authorities, the Danish Gambling Authority contributed fo the
implementafion of the 4th Anfi-Money Laundering Directive into Danish law, with a new statute on mo-
ney laundering due fo enfer into force on June 26th 2017. The new legislation will replace the existing
anfi-money laundering rules in the gambling legislation. We are responsible for the surveillance of
money laundering in the area of gambling, while the Danish Financial Supervisory Authority, the Danish
Business Authority, the Danish Customs and Tax Adminisfration (SKAT) and the Danish Bar and Law
Society are responsible for monitoring the other individuals and companies covered by the anti-money
laundering legislafion.

In contrast fo previous legislafion, as a sfarting point, the new act will cover all forms of gambling acfivifi-
es. However, the Tax Minister will have the authority fo exempt certain gambling activities from the act.

Strengthened surveillance of money laundering

At the end of 2015, the Danish Gambling Authority drew up a strafegy for 2016 and 2017 on addres-
sing money laundering. The strafegy has sef the direction for our work on the prevention of money
laundering and financing of terrorism, with the aim of sfrengthening the surveillance of money launde-
ring and ensuring greafer adherence fo regulations.

The strafegy was realised in a number of acfivities for both land-based casinos and online casinos. For
example, we underfook a review of licensees’ infernal anfi-money laundering rules and conducted a
sfudy info how far the duties to monitar, investigate, and inform were observed by gambling providers.

Dialogue with licensees

Our ongoing supervision of licensees subject fo money laundering regulations meant thaf in 2016,
there was continued focus on advisory acfivities, both in concrete cases and in the fwo annual confact
group meetings for providers of land-based casinos and online casinos respectively.

In order to sfrengthen and support adherence fo regulations and cooperation, the Danish Gambling
Authority set up a special forum for individuals and companies that will be affected by the money
laundering legislafion and therefore have common inferests and informational needs in the area of
anti-money laundering.
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Participation in working groups and FATF visit

Denmark (including Greenland and the Faroe Islands) is a member of the Financial Action Task Force
(FATF), a cross-barder collaboration warking to combat money laundering, financing of ferrorism, and
the spread of weapons of mass destfruction. One of FATF's fasks is to recommend the confent of natio-
nal legislation and suggest plans of action. Another part of FATF's mission is the continuous evaluation
of how member countries follow these recommendations.

In 2016, FATF began an evaluation of Denmark. In conjunction with this evaluation, the Danish Gam-
bling Authority and other authorities supplied information fo FATF and their assessors about national
risk evaluations, national cooperation and supervision. The other autharities involved were the Financial
Supervisory Authority (FSA), the Danish Business Authority, the Public Prosecutor for Serious Financial
and Infernational crime (S@IK), the Danish Bar and Law Society, the Danish Security and Infelligence
Service (PET), the Ministry of Justice, the Ministry of Foreign Affairs, and the Danish Customs and Tax
Administration (SKAT).

Part of our fask involved setfing out the current rules for gambling operators in Denmark, Greenland
and The Faroe Islands, and showing how we ensured that gambling operators complied with
legislation.

The assessment process culminafed in a visit from FATF in November 2016. Here, the assessors had
the opportunity to inferview the supervisory authorities about the information they had received from
Denmark. This was a positive and educational experience for the Danish Gambling Authority and we
look forward fo the resulfs of the evaluafion in 2017; we are convinced we will receive valuable advice
fo strengthen further our oversight of the gambling market.

Anti-Money Laundering Forum

The Danish Gambling Autharity participates in the national Anti-Money Laundering Forum, which is
responsible for coordinating Denmark’s efforts in the area of anfi-money laundering. The parficipants
hold three scheduled meetings a year, with additional meetings as necessary.

The Money Laundering Forum consists of FSA, SQIK, PET (as an observer), the Ministry of Justice, the
Ministry of Foreign Affairs, the Ministry of Taxafion, SKAT and the Danish Gambling Authority.

Collaboration with other national gambling authorities

We are in continuous contact with ofher national gambling authorities. Af the annual meeting of Nordic
gambling regulators in 2016, issues discussed by the parficipants included the implementation of the
4th Anfi-Money Laundering Direcfive and the FATF evaluation. These fopics were also on the agenda
when the Danish Gambling Authority visited its Brifish counterparts, the UK Gambling Commission,
which gave both parties the chance fo share experiences of exercising real-time surveillance in this
area.




MARKETING

As marketing is a gambling licensee’s gateway fo aftracting players, special aftention is paid fo issues
parficular to the gambling market in gambling legislation as well as the inferprefation of marketing law.
As such, the Danish Gambling Authority values the strong dialogue it has fostered with the Consumer
Ombudsman, who supervises commercial markefing in relafion fo the Danish Marketing Practices Act.
In 2016, in furtherance of our important cooperation with the Consumer Ombudsman, we metf fo
discuss fopical issues af our twice-yearly dialogue meetings.

Marketing of bonuses

One focus area has been to ensure licensees’ marketing of bonus ferms is fransparent for players. Af
the end of 2015, and continuing through 2016, we started a project where we analysed licensees’
marketing of bonuses on their own websites. Many licensees had not provided the necessary infor-
mation on ferms for bonus offers. We therefore took the decision to provide detailed guidance and
assistance on regulation in this area. The resulfs were satisfying, with licensees adapting their markefing
in accordance with our guidelines. Only one licensee failed to adapt its marketing appropriately, whom
we reporfed fo the police for breaching gambling legislafion.

Focus on marketing in applications for new licences

Ever since the gambling market was liberalised five years ago, our experience in the Danish Gambling
Authority has been that the marketing of gambling is an area that needs consfant aftention. Therefore
in 2016, when 16 licensees applied for renewal of their licence to provide befting and/or an online
casino, we chose fo pay particular atfention fo licensees’ marketing procedures in the renewal process.
We did this partly fo demanstrate fo licensees our awareness of ongoing compliance issues relafing fo
marketing of gambling offers, and partly fo ensure that licensees would continue to adhere to the re-
guirement that gambling is marketed in a reasonable, responsible and transparent manner in their daily
operations. Consequently, we required applicants to document their procedures for ensuring compli-
ance with markefing regulafions, including documentation describing their processes for informing their
customers on the conditions aftached fo bonus offers.

No thank you to advertisements
In 2016, we developed a solution fo enable self-excluded individuals fo stop receiving advertisements
from gambling operators.

Previously, there were repeated instances of people receiving marketing from gambling operafors even
though they had excluded themselves from gambling via the ROFUS system (Register of voluntarily

MARKETING

self-excluded players). ROFUS now includes a service that makes it possible for individuals registered in
ROFUS fo say “no thank you” to gambling advertising while simulfaneously allowing gambling opera-
fors to check the sysfem for such information.

In this way, self-excluded individuals can avoid receiving unsolicited gambling material sent by licensees
who have made use of the search-function in the ROFUS system.

One of the purposes of the gambling legislation is ensure that gambling is marketed in a
reasonable, responsible and fransparent manner. According fo the executive orders for bet-
fing and online casinos, licensees must ensure that when marketing bonuses, all conditions
on claiming these bonuses are described in a clear and transparent manner with a direct
reference fo the offer in question. In addition, a player must have a minimum of 60 days in
which fo fulfil these conditions. Finally, bonus offers must be general in nafure, with no bonus
offers made fo individuals that differ from offers made to ofher players.

The Danish Gambling Autharity has drawn up set of guidelines describing our inferpretation
of the legislation regarding the marketing of bonus offers in various media such as websites,
fext messages and radio advertisements.
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INTERNATIONAL COOPERATION

The Danish Gambling Authority confinued fo prioritise infernational cooperation highly in 2016. We
parficipated in conferences and working groups, and visited authorifies and businesses to increase our
knowledge on the infernational gambling market and fechnological and legislative developments. As
in previous years, we were contacfed by a number of overseas jurisdicfions fo answer quesfions abouf
everything from the surveillance of gaming machines, risk-based supervision and the utilisation of
gambling data in charity lotteries.

The Danish Gambling Authority is part of the EU Commission’s Expert Group on Gambling Services,
the International Association of Gaming Regulators (IAGR) and the Gaming Regulators European
Forum (GREF). In addifion, we are part of a permanent Nordic working group as well as having bilaferal
cooperatfion agreements with a number of jurisdictions. In our experience, infernafional cooperation
makes a highly positive contribution fowards the legalisafion of gambling markets and as a resul, helps
fo combat illegal gambling on an infernational level.

EU Commission’s Expert Group on Gambling Services

The Danish Gambling Authority, fogether with representatives from the Minisfry of Taxation, fakes part
in an EU expert group on online gambling services. The Commission established the expert group
with one of the aims being fo bring about an exchange of experiences and best practices between
EU/EEA countries.

The expert group meets approximately every three months. The agenda includes consumer profec-
tion, money laundering, mafch-fixing, fechnical requirements, and dafa requirements from gambling
operatars. Af these meetings, we contribufe with our experiences from the partfial liberalisation of the
gambling market in Denmark. For example, we gave a presentafion in 2016 about requirements for
the reporting of gambling dafa in order fo give input ta the ongoing work in the creation of common
recommendations within the EU.

International Association of Gaming Regulators (IAGR)

The IAGR consists of 75 jurisdictions around the world. The Danish Gambling Autharity’s director is a
board member of IAGR, and is chairperson of a working group fasked to draw up the first set of global
stafistics for the gambling markef using information from member counfries. Our parficipation in IAGR
helps fo spread awareness of the Danish gambling legislation. Furthermare, it allows us to build up and
maintain an effective network that reflects the infernational expansion of gambling operafors and
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advances our knowledge about the latest developments within gambling activities, gambling legislation
and administration of these.

Gaming Regulators European Forum (GREF)

The Danish Gambling Authority is represented on the board of GREF, and once again fook part in the
annual GREF conference. The main themes of the conference were lofteries, match-fixing, money
laundering and fanfasy sports. For a number of years we have confributed to GREF's collection of
gambling stafistics, as well as taking part in the working group that organises the collection of volun-
fary sfatistical reports from Member Stafes.

Longstanding Nordic collaboration

We participafe in the annual meeting of Nordic directors where gambling fopics relevant to Nordic
countries are discussed. This year's meeting was held in Norway, where debate cenfered upon the
Nordic benchmarking report and match-fixing in Norway. In conjunction with this meeting, a Nordic
meeting is also held af an employee level. In 2016, the Danish Gambling Authority hosted this
meeting, which focused on responsible gambling, marketing, illegal gambling, and the implementa-
fion of the 4th Anti-Money Laundering Direcfive.

Active participation in conferences

The Danish Gambling Authority takes part in a large number of conferences abroad every year. These
frips provide us with the opportunity fo meet sfakeholders in the industry such as operators and other
gambling authorifies, sfrengthen our knowledge, and raise awareness of the regulated Danish
gambling market.

At these conferences, we regularly give presenfations and fake part in panel debates. In 2016, we held
presentations about responsible gambling and the creation of the Danish gambling legislation. We also
provided facfs on the gambling market in Denmark. Our parficipafion in conferences has also helped
increase our visibility fo licencees and other operators, while enhancing our understanding of the many
different aspects of the gambling industry and the challenges involved.

RESPONSIBLE GAMBLING

One of the Danish Gambling Authority’s most important fasks is to ensure that gambling takes place in
a responsible manner. We do this as part of our supervision of the gambling market, through our regi-
ster of self-excluded players (ROFUS), and by aftention to sfudies on problem gambling. In connection
with our work on responsible gambling, it is extremely important for us fo have a good dialogue with
Danish and other nafional authorities, the gambling industry, and freafment centres.

Studies on problem gambling

In 2016, two studies on problem gambling funded by the Ministry of Taxafion were published. The
Danish National Centre for Social Research (SFI) was the architect of the reports that looked into the
gambling habits of Danes between the ages of 18 fo 74 and young people from 12 o 17. The results
were comparable fo similar sfudies from 2005 and 2007.

Fewer adults gambling

According to the report “Gambling and problem gambling in Denmark, 2005-2016", the proportion of
18-74 year-olds that gambled was lower in 2016 (63 percent) than in 2005 (76 percent).

On the other hand, the report showed that there was a greafer number of 18-74 year-olds exhibiting
pofentially problematic gambling behaviour. Men in the age group 18-39 are especially af risk of
developing gambling problems.

In the report, SFI estimated that the number of people suffering from compulsive gambling in 2016
was around 10,000 as opposed to 6,000 in 2005.

It is illegal to offer gambling o young people under the age of 18 in Denmark. However,
young people over the age of 16 are allowed fo buy tickefs fo charitable lofteries, Lotfo and
scratch cards.

In 2016, the Danish Gambling Authority conducted inspections with a special focus on
whether young people under the age of 18 had access to gambling in establishments such
as newsagent’s shops. During the summer, we carried out 500 unannounced inspections on
an extraordinary basis. We found no players under the age of 18 at the land-based gambling
premises we visited.



RESPONSIBLE GAMBLING

Problem gambling not increasing among young people

The report, “Youth Gambling in Denmark 2007-2016,” investigated gambling habits among 12-17 year-
olds. This study also showed a fall in the number of players compared fo the last report from 2007.

40 percent of those interviewed in 2016 had fried gambling compared fo 52 percent in 2007.

Unlike the study of Danes over the age of 18, the sfatistics showed no sign that more young people
were af a moderate or high risk of developing gambling problems.

Register of volunfarily self-excluded players (ROFUS)

Since 2012, the Danish Gambling Authority has administered a register of self-excluded players
(ROFUS). ROFUS allows players fo exclude themselves voluntarily from all online gambling offered by
licensed gambling operatfors. The players can opf fo exclude themselves permanently or for a
femporary period of 24 hours, 1 month, 3 months or 6 months. In 2016, the number of persons regi-
stered in ROFUS stood at 9,000. This is an increase of 40 percent compared fo 2015.

The total number of persons registered in ROFUS increased af an average of 210 persons a month
over the course of 2016. In January 2017 the number og registered users in ROFUS increased by 720
persons. This may be affribufable to the TV commercials we ran for ROFUS in December 2016 and
January 2017.

ROFUS registration Women M Men M Total

9000

6750

4500

2250

2012 2013 2014 2015 2016
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ROFUS.NU — new website for ROFUS

In December 2016, we launched the website ROFUS.nu which contains all the necessary information
on how fo become registered in the self-exclusion system. The websife includes a list of gambling
operatars you exclude yourself from and news from the Danish Gambling Authority about ROFUS and
problem gambling. It is also possible fo watch the TV commercial for ROFUS.

ROFUSon TV

On Monday, December 26th, the Danish Gambling Autharity ventured info a completely new arena
with the airing of our first TV commercial on the terrestrial TV channel, TV2 Danmark. The commercial
was designed to raise awareness of the ROFUS system and the Danish Gambling Authority. Using a
fongue-in-cheek humorous approach, the TV commercial boils down the ROFUS register into one

TV-spot

Simon Jul plays the parf of ROFUS
the bouncer, who helps the player
fo exclude himself from gambling.

wWW.ROFUS.nu

)



RESPONSIBLE GAMBLING

30

RESPONSIBLE GAMBLING

31

person, the comedian Simon Jul. He plays the friendly bouncer ROFUS who helps players fo exclude
themselves from gambling. The TV commercial was generally well-received by both the media and
our stakeholders.

"MitSpil” - app with fest and access to ROFUS

In November the Danish Gambling Authority launched ifs first app - "MitSpil” (“MyGame”). The app
includes a test fo show whether you have a balanced approach fo gambling, or are perhaps on the
path fo developing a gambling problem. With just a few clicks on a smarfphone, players can exclude
themselves from online gambling via ROFUS. The app also includes a function that can quickly show
the nearest treatment centres. The app was chosen as a communications channel because we
wanted fo inferact with more varied and younger target groups than previously.

In the course of 2017, the app will be updated with a functfion that can register a player’s participation
in individual games so each player can keep frack of what they have won and lost. By giving players an
overview of their gambling activity, our infention is that this increased awareness can help players who
are potentially af risk of developing gambling problems, gamble in a more balanced way. Over the first
three months, “MitSpil” was downloaded around 500 fimes.

Expansion of ROFUS services fo land-based casinos

On July 1st, 2016, a new executive order on land-based casinos came info force. In connection with
this, we expanded ROFUS so that players will be able fo exclude themselves from land-based casinos.
To ensure the best possible technical solufion, the Danish Gambling Authority engaged in a dialogue
with the casinos themselves. Just as online gambling operafors have to check ROFUS each time a play-
er logs in, land-based casinos will now have fo carry out the same kind of check in ROFUS each time a
guest arrives af the casino.

Internafional exchange of knowledge and ideas

The Danish Gambling Authority was active in the infernational arena in 2016. Activities included a pres-
enfation af the “European Conference on Gambling Studies and Palicy Issues,” a major international
conference on developments af the relevant national authorities and in the gambling industry itself.

We falked af the conference about our positive experiences with ROFUS and the latest Danish studies
info problem gambling. We also fook part in ofher infernational conferences on responsible gambling,
and mainfained an ongoing dialogue with other nafional gambling authorities about our experiences
with ROFUS.

MitSpil

Find hizdp eller by dogene

SPILAFHENGIGHED

TAG TESTEN

UDELURHELSE

MitSpil app

The app MitSpil (MyGame)
has been downloaded
approximately 500 times.

Tag testen og fa en vurdering
af dit spitforbrug

Fylder dit spil for meget i
hverdagen?

Er gl piwl, om du eailier for mage!? Tag an fest og fen
e g of St sodielrte g
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Overall frends in gambling

Tofal gambling consumption grew by 6% in 2016. Although this is less than the 8% rise seen in 2015, it
sfill represents a significant increase.

Gambling expendifure is measured in Gross Gambling Revenue (GGR), which is the sum of the players’
stakes less winnings. However, for games where gambling providers fake a commission (fypically poker,
but this could also be betting exchanges or even other casino games such as yahtzee), the commission
makes up the GGR**.

Developments in GGR for individual gambling activities are listed in Table 1. The fable only includes
games offered by operators with a Danish licence (including charity lofteries and gambling markets
limited to monopoly providers). Lotteries (sfafe-run and charifable) account for the greatest proportion
of gambling activity with a GGR of DKK 3.1 billion, followed by the fully liberalised categories of betfting
(not including horse-racing, but including virtual sporfs events), gaming machines (physical) and online
casinos (including online gaming machines). Please note that these stafistics have not been corrected
for inflation, salary adjustments or similar.

NOTE: Following improved calculation methods, the Danish gambling authority has changed from
rounding GGR numbers fo the nearest DKK 5 million, and now rounds numbers fo the nearest DKK 1
million. These figures are sfill subject fo future changes, for example in connection with delayed report-
ing of fees. Please nofe that all figures from 2015 and onwards have been recalculafed and rounded
according fo these new principles. This applies fo all subsequent figures and fables in this section.

*In the fables and figures, the sum of the individual ifems can deviafe from the fofal as a resulf of
rounding. The sources cover the "raw numbers” used for calculations by the Danish Gambling
Authority.

**As some forms of mulfi-player gambling are open fo players from both Denmark and overseas, it is
more accurate to say GGR represents the gambling provider’s gross revenue from Danish players. This
means fthat if Danish players win more than their foreign counterparts, GGR will be greatfer than the
amount that Danish players have placed sfakes for less winnings, and vice versa.
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Table 1: Development of Gross Gambling Revenue (GGR) (in DKK million)

2013 2014 2015 2016
All regulated games 7,575 7,755 8,338 8,850
Lotteries 3,100 2,940 3,015 3,115
Gaming machines 1,630 1,505 1,547 1,499
Betfing 1,385 1,780 1,999 2,175
Online casinos 990 1,075 1,308 1,564
Land-based casinos 335 325 349 379
Horse racing 135 130 120 118

Source: Tax refurns, Danske Lotteri Spil A/S, Klasselofteriet A/S and various financial stafements from
charity lofteries.

Table 2 defails annual growth for individual gambling activities. In 2016, the substantial increase in
gambling activity for online casinos confinued, with a rise of 20%. GGR for betting also grew significant-
ly, though this 9% increase should be seen in the light of a relafively large rise in the first half of 2015,
after which GGR has remained fairly constant.

Land-based casinos (which have a limited number of licences) have also seen GGR increase by 9%,
which is higher than witnessed in recent years. GGR for gaming machines fell by 3%, reversing the 3%
rise of 2015. Lofteries grew by 3%, as they also did in 2015. GGR for horse racing (a monopoly) contin-
ued fo fall, but only by 2% in 2016.
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Table 2: Annual Gross Gambling Revenue (GGR) relative growth

2013 2014 2015 2016
All regulated games 1% 2% 8% 6%
Lotteries -1% -5% 3% 3%
Gaming machines -10% -8% 3% -3%
Betting 18% 29% 12% 9%
Online casinos 14% 9% 22% 20%
Land-based casinos -3% -3% 7% 9%
Horse racing -7% -4% -8% -2%

Source: Tax refurns, Danske Lotteri Spil A/S, Klasselotteriet A/S and various financial stafements
from charity lofteries.

Table 3 shows the individual market share of gambling actfivities as a proportion of GGR, with the
percentages for 2016 illustrated in Figure 1. There were no significant movements in relation to 2015.
Lofteries fell by a single percenfage point, and befting grew by a single percentage point. Two percenta-
ge points of market share have moved from gaming machines fo online casinos, with the dafa showing
that this growth in online casinos has been driven by online gaming machines (see Table 9).

The market share of gambling activities is also shown in Figure 1.

Table 3: Market share of gambling activities as a proportion of GGR

2013 2014 2015 2016
Lofteries 41% 38% 36% 35%
Gaming machines 22% 19% 19% 17%
Betfing 18% 23% 24% 25%
Online casinos 13% 14% 16% 18%
Land-based casinos 4% 4% 4% 4%
Horse racing 2% 2% 1% 1%

Source: Tax refurns, Danske Lotteri Spil A/S, Klasselotteriet A/S and various financial sfatements from
charity lofteries.
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Figure 1: Market share of individual gambling types in 2016

Land-based casinos-4%  Horse racing - 1%

Online casinos - 18%

Lotteries - 35%

Betting - 25%

Slot machines - 17%

Sources: Tax returns, Danske Lofteri Spil A/S, Klasselotteriet A/S and various financial sfatements from
charity lotteries.

Figure 2 shows overall growth in gambling activities together with a measurement of consumer
confidence. In 2015, consumer confidence reached a level not seen since 2006.

At the same fime, there was substantial growth in gambling activities. It is, however, inferesting that
this correlafion has existed for such a long fime, and it is worth noting that both consumer confidence
and growth in gambling activities (nof the actual level of activity itself) fell in 2016.

Overall, gambling activities have grown by 6%, which is somewhat lower than in 2015, where the
increase was 8% (see Table 2).
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Figure 2: Relative annual growth in gambling activities” and Consumer Confidence™

10

2008 2009 2010 2011 2012 2013 2014 2015

— Consumer confidence ~ —— Growth in gambling

Source: Tax returns, Danske Lotteri Spil A/S, Klasselofteriet A/S, various financial sfatements
from charity lotteries .

*More exact: GGR. In growth calculations for the fime around liberalisation of the market in 2012, stati-
sfical corrections have been made to account for the increase in official GGR figures due to the parfial
enfry of the unregulafed market info the regulated market.

**Roughly speaking, the Consumer Confidence Index (CCl) is posifive if consumers see their own and
the national economy posifively, and negative if the opposite is the case.
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Lotteries

With the exception of charity lotteries, only a select group of sfate-owned monopolies may run lofteries,
namely Danske Lofteri Spil A/S (a subsidiary of Danske Spil A/S) and the three class lottery providers —
“Klasselofteriet”, “Varelotteriet,” and “Landbrugslofteriet”.

Table 4 shows the overall market share of these lotteries (measured in GGR). The activities provided

by Danske Lofteri Spil A/S (DLO) are divided info a number of categories. The mare tradifional Lofto
(including Joker and Eurajackpot) makes up the bulk of loffery acfivity, accounting for 69% of the loftery
market. This secfor saw GGR growth of 5% in 2016. Of the other lottery fypes, scratch cards have a 8%
market share, while other DLO games stand at just over 3%. Charity lofteries remain unchanged at 9%.
On the whole, there have been very few changes in the area of lofteries. Bingo’s fall in market share
from 2% fo 1% may seem dramatic, but this represented a relatively small decrease in absolufe terms
of just DKK 2 million. Combined with the fact that the overall market grew by 3%, the market share of
Bingo has been rounded down fo 1%. Likewise Class lotteries has this fime been rounded fo 10%.

Table 4: GGR (DKK million) for different lottery types —and market share of total GGR for lotteries.

2014 2015 2016

GGR Share GGR Share GGR Share

Loffo including Joker and Euro Jackpot 1,975 67% 2,049 68% 2,151 69%
Scratch card games 275 9% 264 9% 258 8%
Keno 45 2% 54 2% 60 2%
Bingo including “Boxen” 50 2% 48 2% 46 1%
Class lofferies 315 11% 320 11% 320 10%
Charity lotteries 280 10% 280 9% 280 9%

Source: Danske Lotteri Spil A/S, Klasselofteriet A/S and various financial statements from charity lotteries.
Nofe: Estimates have been made in relafion fo statistics for class lotteries and charity lofteries.
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Betting and online casinos

Befting and online casinos were both fully liberalised on 1 January 2012 (i.e. there are no limifs on the
number of licences that can be issued). It is possible to apply for a combined licence or separate licences
for each activity.

Table 2 shows that both markefs have grown rapidly in all 4 years since liberalisation — the lowest growth
rate for both areas being 9%. The sfrongest growth in betfing fook place in 2013 and 2104 (18% and 29%
respectively), while online casinos grew most rapidly in 2015 and 2016 (22% and 20% respectively).

Developments in betting

Table 5 shows the developments in furnover (stakes) for the area of beffing* in all quarters since the libe-
ralisafion of the gambling market. Note that changes are relafive fo the previous quarter, and not the same
quarter in the previous year. There was significant growth in Q2. This is probably due to the EURQ 2016
fournament; there were similar growth rates in 2012 and 2014 — but nat in years without

international football fournaments. The drop in Q3 only indicafes that the level fell back fo slightly over
the level of Q1.

Table 5: Growth in betting turnover relative fo the previous quarter™

2012 2013 2014 2015 2016
Q1 0% 1% -2% 7%
Q2 21% 0% 15% 8% 15%
Q3 -10% 16% 3% -12% -13%
Q4 26% 14% 21% 19% 1%

Source: Stafistics from all licensees (fees).

*Where betfing is mentioned, this does not include horse racing, dog racing or local pool befting,
such as pigeon racing or cycling.
**This does not include commission-based games .
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In Figure 3, furnover and GGR have been plotted info the same graph (note the different axes). The two
measures have developed in fact with each other (they would be fully aligned if pay out rafes remained
consfant). In Q2, 2016 turnover grew significantly, while GGR fell. The increase in furnover, as previously

mentioned, is probably due to the EURO 2016 fournament. However, competition befween licensees
were so fierce thaf earnings (GGR) decreased. In Q3, the situation returned fo normal. Turnover fell

again, with GGR growing despite this fall.

Figure 3: Betting turnover and GGR* (DKK million per quarter)
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*Not including commission-based games.
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Table 6 shows the return to player (RTP) rate* (total winnings divided by total stakes).

The average refurn in 2016 for each DKK 100 was DKK 90.1. The greafer variations in Figure 3 are
nof seen on an annual basis. However, there is a slow but steady increase in the RTP rate, which is
probably due to heightened levels of competition.

Table 6: Return fo player (RTP) rates for befting (nof including commission-based games)

2012 2013 2014 2015 2016
85.3% 86.7% 88.0% 89.0% 90.1%
Source: Stafistics from all licensees (fees).
Since 2016, the Danish gambling authority has divided gambling info land-based and online categori-
es. Market share has remained highly stable, with online gambling accounting for around two thirds of

GGR. It appears that the majority of the extra gambling associated with EURO 2016 took place online.

Table 7: Befting by sales channel, share of GGR™

2016 Land-based Online
Q1 36.5% 63.5%
Q2 34.5% 65.5%
Q3 35.5% 64.5%
Q4 35.5% 64.5%

Source: Stafistics from all licensees — except for income-restricted licensees.

*The refurn to player rafe is sometimes known as the pay ouf percentage — buf then 2016 should read
90.1 insfead of 91% which would make the formula more complicafed.
** Numbers are rounded fo 0.5 percentage points.
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Figures for betting include both fixed odds betting (where players can calculate their potential winnings
beforehand) and pool betting (where winnings depend on how other players have fared). The befting
exchanges, where players pay commission, are generally included in calculations of GGR, but not in tur-
nover. This is why befting exchanges are not included in Figure 3 (where GGR and turnover are shown
together) or in Table 6, where the return fo player rafes are shown.

Developments in online casinos

Figure 4 shows the turnover and GGR for online casinos in one graph (nofe the different axes).

As with betting (Figure 3), the graph only includes GGR and furnaver for games without commission.
For online casinos, commission-based games form a greater share of the market (see Table 9).

This includes poker games where providers take a commission and players play for the remaining
sfakes. Examples of the laffer are PokerCash, where players can leave the fable with their winnings at
any point, or Poker tournaments where you play unfil an individual player has won with the sfakes di-
vided info winnings according fo a predefined formula. Despite the fofal increase of 20% over the year,
there was a slight fall in Q3.

Figure 4: Turnover and GGR for online casinos*(DKK million per quarter) ~— Tumover — GGR
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Turnover and GGR for online casinos have developed in fact with each other (also see Figure 4).

This means that the refurn to player rafes are virtually constant and have acfually been af 96% (round-
ed fo whole percentage points) in all quarters since liberalisation. Table 8 shows the annual return

fo player rates. The overall frend has been slighfly upward, but in 2016 it stood af 96.1% for the second
year in a row.

Table 8: Return to player (RTP) rates for online casinos (not including commission-based games)

2012 2013 2014 2015 2016
95.8% 95.8% 96.0% 96.1% 96.1%

Source: Stafistics from all licensees (fees).

Since 2016, the Danish gambling authority has used stafistics fo show the most popular types of
gambling. Stafistics for Q4 can be seen in Table 9. “Poker” includes all games involving commission.
This means that other mulfi-player games (such as yahtzee) are included if commission is paid o the
provider and players compete for the remaining stakes. This also means that poker games involving a
gaming machine (so called video poker) are not included. Video poker is included in the

category “other”.

The year's growth of 20% was driven by online gaming machines, an area which has grown even faster
than the whole online casino market, with the online gaming machine share growing by 4 percentage
points (corresponding to about 6%) over the year to 72% of the market. "Poker” (commission-based)
fell by 3 percentage points (corresponding fo about 25%) and also fell in absolute terms from DKK 42
million in Q1 To DKK 36 million in Q4. In Q3, "poker” had a GGR of DKK 34 million; the lowest since
liberalisation. Whether the growth in Q4 reflects an end fo market decline is much foo soon fo say.

Table 9: Online casinos by type (measured in GGR)

2016 Online gaming “Poker” Roulette Black Jack Others
machines
Q1 68% 12% 6% 5% 9%
Q2 68% 10% 6% 5% 11%
Q3 70% 9% 6% 6% 9%
Q4 72% 9% 5% 5% 10%

Source: Stafistics from all licensees — except multi-player games without commission and income-restricted
licensees..
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Gaming machines

As of 31 December 2016, there were about 26,000 gaming machines in operation in Denmark. The
gaming machines are located in gambling arcades and restaurants, and the fofal has remained relafive-
ly stable since 2006 at between 25,000 and 27,000.

In 2007, restaurants accounted for nearly 30% of GGR from gaming machines, with the remaining 70%
coming from gambling arcades. However, in 2016, resfaurants only made up 22% of the total GGR.
Since 2011, the GGR in restaurants has fallen by 29% and in gambling arcades by 16%.

This does not imply thatf the fall is due fo the liberalisation of the market in 2012.

GGR had already begun fo fall in 2007 as gaming machines presumably came info competifion with
the wide variety of online enterfainment at home — nof just gambling. Figure 5 shows the annual GGR

for gaming machines. In 2016, there was a slight decrease following the small rise in 2015. Overall, the
market seems fo have stabilised since 2014.

Figure 5: Annual GGR for gaming machines (DKK million)
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Source: Stafistics from all licensees (fees).
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Land-based casinos

There are 7 land-based casinos in Denmark. They are located in Copenhagen, Elsinare, Odense, Vejle,
Aarhus, Aalborg and aboard the DFDS ferry Pearl Seaways, which sails between Copenhagen and
Oslo. 2016 saw the highest GGR in 4 years with growth of 9%. Table 10 shows the quarterly GGR over
the last 4 years. It is worth nating that DKK 22 million of the fofal increase of DKK 30 million from 2015
fo 2016 came in the first quarter of 2016. Put anather way, the significant growth in GGR experienced
in 2016 was due to the first quarter cafching up with the other 3 quarters.

Table 10: Quarterly GGR for land-based casinos (DKK million)

2013 2014 2015 2016
Q1 85 75 74 96
Q2 80 85 99 97
Q3 85 80 89 93
Q4 85 85 87 94
Total 335 325 349 379

Source: Stafistics from all licensees (fees).




CHARITY LOTTERIES

Charity lofteries exist in a wide variety of forms including bingo, fombola, fradifional loftery tickets and
scrafch cards. If a lotfery is to be open fo public participation, all profits generated by the loftery must go
fo a recognised good cause, with this set at a minimum of 35 percent of sales revenue. Charity lofferies
are the only type of loffery thaf may be run by others than the state monopolies (Danske Lotteri Spil
A/S, Det Danske Klasselotteri A/S, Varelofteriet, and Landbrugslofteriet).

Number of nofifications and licences to run charity lotteries

2014 2015 2016
Notfifications 985 985 941
Licences 675 675 681

Charity lofteries with a fofal sales revenue of DKK 20,000 or more have fo apply for a licence. If certain
conditions are met, charity lotteries with a fofal sales revenue of less than DKK 20,000 can sometfimes
be held by just nofifying the Danish Gambling Authority in advance.

In 2016, the Danish Gambling Authority issued 681 licences and received 941 nofifications. The licens-
ing levels were unchanged in relation fo 2014 and 2015, where 675 licences were issued in each year.
The number of nofified lofteries rose slightly compared fo 2015, where there were 916 naofifications.

Establishment of contact group

To strengfthen dialogue and cooperation with the operators of charity lofteries, the Danish Gambling
Authority set up a specific contact group. The purpose of the group was fo give operators the op-
portunity fo discuss ideas and make suggestions for improvements to the way the Danish Gambling
Authority uses in our administration to administrate the clubs and associations. In addifion, parficipants
can inform about new inifiatives and discuss market developments. The confact group is scheduled fo
meet twice a year.

LOTTERIES

The contact group consists of representatives from a wide range of organisations such as ISOBRO (The
charity fund-raising umbrella organisation), SIFA (a collective group of sporfs associafions), the major
organisafions running charity lofferies, as well as representatives from the Danish Gambling Authority.

Legislation for charity lofteries

After legislative changes that came info force on July 1stf, 2016, running charity lotteries as a class
lottery was expressly forbidden. The change includes charity lotteries that require a licence from the
Danish Gambling Authority, charity lofteries that require prior notification fo the Danish Gambling
Authority, and charity lofteries that may be run without a licence or prior nofification.

With the exception of charitable lofteries, Danish lofteries are state-regulated monopolies. This means
that only four sfate-owned companies have permission fo hold lotteries. Two of these are under the
supervision of the Danish Gambling Authority: Danske Lotteri Spil A/S and Det Danske Klasselotteri
A/S. We hold regular contact group meetings with both companies fo discuss issues relevant for their
respective licences.

Danske Lotteri Spil A/S
During 2016, the Danish Gambling Authority dealt with a range of licence applicafions for new gam-
bling products or changes fo existing gambling products, with scratch cards making up the majority.

Updated information on 4,500 managers

Premises that want to sell Danske Latteri Spil A/S products (such as scrafch cards and loftery fickets)
need to have a manager approved by the Danish Gambling Authority.

Over the course of 2016, the Danish Gambling Authority paid special atfenfion to ensuring our infor-
mation on managers approved for selling products from Danske Lotteri Spil A/S was up-to-dafe. This
was a significant undertaking for both Danske Lotteri Spil A/S and the Danish Gambling Authority as it
concerned defails of around 4,500 managers.

Control of valid data

The Danish Gambling Autharity continuously receives dafa on the gambling products sold by Danske
Lofteri Spil A/S in the same way that dafa is received from the liberalised market. In 2016, we worked
together with Danske Lofteri Spil A/S on collecting valid data in a form that would allow the fufure
automation of a number of control procedures, thereby releasing resources for more specific types of
control work. This work is sfill underway and is expected to be complefed by the end of 2017.
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Certification

In the course of 2016, we implemented a cerfification programme for lotteries that ensures (in a similar
way to the liberalised online gambling model) that systems live up to legislative requirements from a
fechnical perspective.

Det Danske Klasselotteri A/S

Det Danske Klasselotteri A/S provides a class loftery with draws once a month. The Danish Gambling
Authority’s supervision of Det Danske Klasselofteri A/S includes aftending and approving the monthly
draws. We also carry ouf a risk-based confrol of gambling dafa, perform lottery fest-draws, and
randomly control large prizes.

What is the responsibility of a manager?

Premises selling gambling products need to have an approved manager in the shop. It is the
manager’s task fo ensure that all employees selling gambling products know and follow the
rules sef down in the Danish Acf on Gambling. You can only be a manager for one location.

Who can become a manager?

To be a manager, the person first needs to be approved by the Danish Gambling Authority.
The conditions are as follows: The person must be af least 21 years-old, must not be a ward
of guardianship or a ward of curaforship, and must not have any previous convictions that
provide grounds fo assume that the abuse of access fo gambling products poses an obvi-
ous risk. The manager cannot be approved if the behaviour of the manager or persons with
a confrolling inferest in the manager’'s work gives grounds for assuming that the gambling
premises will not be run in a responsible manner.
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Amendments to legislation and supervisory methods

As part of the resfructuring of supervisory activities for land-based casinos, new legislation for the area came
info force on July 1st, 2016. The legislafion came as a consequence of minor changes made in 2015 where the
requirement for the permanent presence of an independent controller employed by the Danish Gambling Au-
tharity during the casina’s opening hours was removed. To compensate for the absence of a permanent control-
ler, the new legjslafion has infroduced ofher control measures. These include a requirement that casinos must
have an adequate sysfem of self-regulation fo ensure that they adhere fo gambling legislation. The self-regula-
fion programme must consist of a written description of the casino’s fixed infernal rules and procedures. There
is also a new requirement that at least fwo of the casino’s employees perform the tasks that were previously the
responsibility of the state confroller. Addifionally, a casino’s duty fo carry outf video surveillance has been extend-
ed, meaning that moniforing must fake place for all counting of cash, fransactions, and gambling acfivifies.

Future inspections will fake the form of a basic inspecfion, which may be supplemented by specific confrol
acfivities. Unannounced inspections will primarily be conducted on the basis of reports or follow-up acfivities of
previous visits.

New fee structure and introduction of sliding-scale fees

Until now, land-based casinos have paid a fee fo the Danish Gambling Authority equivalent fo the cost of super-
vision for the individual casino. With the new type of casino supervision, the fee structure in gambling legislafion
changed from the July 1sf, 2016. Casinos now pay an annual fee based on the gross gaming revenue of the
individual casino.

The alfered fee sfructure sees the infroduction of a sliding-scale where fees are calculated and collected in
the same manner as the annual fees for betfing and online casinos. The fees should correspond fo the actual
supervisory and administrative costs incurred by the Danish Gambling Authority.

The Danish Gambling Autharity issues licences for the establishment and operafion of
land-based casinos in Denmark. Licences are issued for 10 years at a fime. At the end of
2016, licences had been issued to seven land-based casinos, which are located in Copenha-
gen, Elsinore, Odense, Vejle, Aarhus, Aalborg, and aboard the Oslo ferry Pearl Seaways DFDS.

LAND-BASED CASINOS

Fee scale
Gross gaming revenue Fee (2016-level)
Under 10 mio. kr. 150.000 kr.
10 mio. kr. o 20 mio. kr. 300.000 kr.
20 mio. kr. fo 50 mio. kr. 450.000 kr.
50 mio. kr. fo 100 mio. kr. 750.000 kr.
100 mio. kr. and over 1.250.000 kr.

Self-exclusion

The Danish Gambling Authority is fasked with ensuring gambling fakes place in a responsible manner and fo
profect vulnerable people from developing a gambling problem. This is the mofivation behind new legislation,
whereby players can exclude themselves from land-based casinos in the same way as they can from online
gambling. In the future, those registered in the Danish Gambling Authority’s register of voluntarily self-excluded
players (ROFUS) will be unable fo access land-based casinos in Denmark. It is also possible fo exclude yourself
from a land-based casino in the casino’s own self-exclusion register, either femporarily or permanently.

Tender for new casino licences

The Danish Gambling Authority issues licences for the operation of a land-based casino. When a licence expires,
it has to be put out to fender again, with the number of licences for land-based casinos limited by law.

At the end of 2016, the Danish Gambling Authority published a tender for three new casino licences. The three
licences can be awarded to land-based casinos or fo Danish ships sailing scheduled routes. In addition, one
licence is out fo fender for a land-based casino in Northern Zealand and one in Copenhagen. It is the first fime
since 2011, when the Danish Gambling Authority took over the responsibility for casinos, that there has been a
tender for land-based casinos.



PUBLIC POKER TOURNAMENTS

Individuals, companies and associations may apply fo the Danish Gambling Authority for a licence fo
arrange public poker tournaments with a limited fournament pool. In 2016, the maximum participation
sfake for each fournament was raised from DKK 300 fo DKK 400. The licence is valid for holding a
poker fournament af a designafed locafion and is valid for two years af a time.

Amendments tfo legislaftion

From January 1st, 2016, a number of changes came info force in relafion fo the Act on Public Poker
Tournaments. The new rules included changes making it possible fo arrange mulfiple fournaments,
offer sponsored prizes in fournament pools, and hold tournament leagues. There is an upper limit for
tournament pools of DKK 20,000 (maximum DKK 25,000 if there are sponsored prizes).

It is our impression that the licencees for public poker fournaments are taking advantage of these new
opportunities.

Licences and supervision

Before the Danish Gambling Autharity issues a licence, we assess whether the premises are suitable
for holding public poker tournaments. Our assessment includes consulfing with the local police on
public order and safety issues af the location in question.

At the end of 2016, there were 31 valid licences.
Licences issued

2012 2013 2014 2015 2016

53 31 31 14 25

In 2016, we carried out five service visits and six inspections.

Young people under the age of 18 are not allowed fo fake part in public poker tournaments
or enter the rooms where fournaments are being held. A fournament may only be held
when there are af least eight participants who have all paid their participation sfake before the
commencement of the fournament.
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2013 2014 2015 2016

Number of service visits 2.250 2.100 2.202 2.051
The Danish Gambling Authority is responsible for issuing licences for hosfing gaming machines in
resfaurants with alcohol licences (a maximum of three gaming machines) as well as gambling arcades, Number of fee paymentf confrols 200 340 316 286
and the subsequent oversight of these machines. Claims for additional fee payments

T 15 2,0 18 3,0*

in million DKK
In 2016, we processed around 1700 cases involving the installation and operation of gaming machines
(applications, deregistration, changes). We also processed around 475 applications to approve mana- *Affer changes to our supervision in 2016, missing annual fees due on January 31st were immediately
gers of premises with gaming machines. followed up in February, which is why the figure is higher than previous years.

2013 2014 2015 2016 New legislafion _ _ A A _
On January 1st, 2016, the following changes came info force in the area of gaming machines:
Number of licence cases 1.500 1.600 1.600 1.700

The maximum stake for gaming machines in gambling arcades and restaurants increased from
Number of manager approval cases for 585 530 w5 475 DKK 0.50 fo DKK 1, and the maximum winnings from DKK 300 fo DKK 600.
premises with gaming machines

The Danish Gambling Authority can revoke a licence if the licence holder is guilty of serious or

On December 31st, 2016, there were around 26,000 gaming machines in operation. repeated failure to state the fees for gaming machines.

2013 2014 2015 2016 Managers need prior approval from the Danish Gambling Authority before taking up their position.
Number of gambling premises 3.225 2960 2.800 2.750 From July 1st, 2016, new rules came info force concerning opening hours of gambling arcades with
gaming machines. The change meant that these arcades must be closed between 00:00 and 07:00.
Number of gambling arcades 1.275 1.210 1.175 1.145
Night-time closing of gambling arcades
Number_ of restaurants with an 1.950 1750 1625 1605 To gauge compliance with the new rules for night-fime closing, the Danish Gambling Authority visited
alcohol licence 58 gambling arcades between the hours of 00.00 and 07.00 during the period July 1st, 2016 fo De-
cember 31st, 2016.
Number of licensees 410 400 380 360
The visits took place shortly affer midnight and early in the morning, with 13 cases sent fo the Danish
Number of approvals for 450 400 430 390 Gambling Authority’s legal department for infernal assessment.
premises
The gambling arcades chosen for unannounced visits were selected partly as a resulf of reports and
Supervision of gaming machines via the analysis of dafa collected by the Danish Gambling Authority’s monitoring sysfem, where if is
Our supervision of gaming machines includes service visits, inspections, and administrative control possible fo see on an hourly basis whether individual gaming machines are being used. The moni-
of fee payments. In 2016, we carried out 157 service visits, more than 2000 inspections, and 286 foring system was a valuable fool for ensuring gambling arcades complied with the new night-fime

fee payment controls. closing rules.

In 2017, we will continue fo focus on gambling arcades compliance with night-fime closing rules.
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Many gaming machines are not properly sealed

One of the Danish Gambling Authority’s respansibilities is to ensure that the 26,000 or so gaming
machines currently in use have been correctly sealed. Sealing gaming machines goes fowards ensuring
gambling fakes place in a fair and responsible manner for players. At the same fime, the risk of manipu-
lafing the machines is reduced. As such, the Danish Gambling Authority visited 242 different locafions
with gaming machines in the second quarter of the year to check on sealing.

The Danish Gambling Authority gave licensees 14 days’ notice of these inspections. Despite this, a
large number of cases were sent fo the Danish Gambling Authority’s legal departfment for infernal as-
sessment because the machines were not correctly sealed. A number of these cases were lafer passed
on fo the police for further investigation.

Criminal proceedings
In 2016, 57 cases were reporfed fo the police after an inspection showed violafions of gambling legisla-
fion. In three such cases, we helped the police with their investigations.

2013 2014 2015 2016
Number of reported cases
and cases where we
helped the police with 3 30 = 60
their investigations o= ...ﬁ!" oy
r‘%,; ‘t’i
: e .fz’# U
The reason for this substantfial increase of cases in 2016 is in part due to alfered working pracfices. , i ¥ *
Cases where a gaming machine or fechnical insfallation with a broken seal is being used will in the v

future be sent to the Danish Gambling Authority’ legal department for infernal assessment, with the
possibility of a report being later filed with the police in the event of defermination of a breach.

Contact group ensures good dialogue

To ensure a good dialogue with the industry, the Danish Gambling Authority has set up a contact group
with representatives from Dansk Automatbrancheforening (an umbrella organisation that safeguards
the inferests of the gaming machine industry) and other relevant stakeholders.

The confact group meetfs twice a year fo discuss relevant and current issues in the gaming machine
industry. In 2016, issues high on the agenda included criminal proceedings, our focus on gaming
machine sealing, and the new rules for night-time closing.

Cooperation with the police

The Danish Gambling Authority cooperates constructively with the police on tackling illegal gambling
premises. Every year, also in 2016, we are involved in raids and help the police when they decide to
confiscafe gaming machines.
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In 2016, we entered the fifth year of the Danish Act on Gambling. The Danish Gambling Authority is in
constant supervision of the gambling market, and in 2016 much of our work was concenfrated upon
the renewal of the existing five-year licences due fo expire af the end of the year. Licenses for both
gambling and online casinos are issued for a period of either one year or five years.

Renewal of licences

Many of the five-year licences to provide betting and online casino expired on the December 31st,
2016. We drew up a new application form and guidelines for licence renewal. We received applicati-
ons from 16 out of 18 licensees. One of the licensees chose not to apply for renewal, while the other
merged with another licensee. Of the 16 applicants, one applied for the renewal of a befting licence,
eight for the renewal of an online casino licence, and seven for the renewal of both a befting and online
casino licence.

When processing these applications, we engaged in a constructive dialogue with applicants, and in
general we experienced a willingness to cooperate amongst applicants fo discuss relevant issues. The
process also naturally revealed some issues that we will take info considerafion in our fufure dealings
with licensees.

In December, all 16 applicants were issued with a new licence valid from January 1sf, 2017. However,
one of the licences was limited to a year as the certain conditions had not been met by the licensee.

FACTS - HOW MUCH DOES IT COST TO APPLY FOR A BETTING AND
ONLINE CASINO LICENCE?

- Provision of either betting or online casino: DKK 261,800
- Provision of both betting or online casino: DKK 366,500

- Issue of income-restricted licences of maximum 1 year’s durafion: DKK 52,400
(Gross gaming revenue (sfakes minus winnings) must not exceed DKK 1 million )
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Betfting on under-18s sporting events

After noficing that some licensees had provided betfting on under-18s sporting events, we set up a
project fo monitor this area, which involved the taking of stafements from the licensees in question.
The project closed with a lefter sent fo all licensees, where we drew their aftention fo the illegality of
providing betfting on under-18s sporting events.

FACTS

Betting is a form of gambling where players predict the resulf of a fufure event. Befting not
only includes the results of sporting events, but also, for example, political events such as a
presidential election in the USA.

Online casino gambling includes roulefte, black jack, baccarat, punto banco, poker and
virfual gaming machines. In addition fo fraditional casino games, the concept also includes
so-called combination games, which rely on a mixfure of chance and skill. Games that rely
purely on chance, such as lotteries, or purely on skill are not included.
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Licences’ Number of online casino licensees under each GGR band was as follows in 2016
2016 Online casino Betting Amout of licences GRR
Number of applicaﬁons for 5-year licgnces, including 8 DKK under 5 mio.
changes of 1-year licences fo 5-year licences 3 3
1 DKK 5 mio. kr. to 10 mio.
Number of applications for renewal of 5-year licences 15 8 6 DKK 10 mio. kr. fa 25 mio.
1 DKK 25 mio. kr. fo 50 mio.
Expired licences 4 2
5 DKK 50 mio. kr. fo 200 mio.
Number of active licences at the end of 2016 25 14 3 DKK 100 mio. kr. fo 200 mio.
0 DKK 200 mio. kr. til 500 mio.
New fee structure 1 DKK 500 mio. kr. or over.

From July 1sf, 2016, a new sliding scale of fees was introduced for befting and online casinos. This
meant that license holders with the highest gross gaming revenue (GGR) saw an increase in fees. Af

the same fime, fees for licensees with a GGR under DKK 100 million were reduced. Number of beffing licensees under each GGR band was as follows in 2016

Amout of licences GRR
Yearly fee for provision of betting and online casinos (from July 1st, 2016)

3 DKK under 5 mio.
Gross gaming revenue Fee 2016 ) )

1 DKK 5 mio. kr. to 10 mio.
Under DKK 5 million DKK 52,400 . :

2 DKK 10 mio. kr. fo 25 mio.
DKK 5 million fo DKK 10 million DKK 130,900 ) )

3 DKK 25 mio. kr. to 50 mio.
DKK 10 million to DKK 25 million DKK 235,600 ) )

1 DKK 50 mio. kr. fo 100 mio.
DKK 25 million to DKK 50 million DKK 471,200 ) .

2 DKK 100 mio. kr. to 200 mio.
DKK 50 million to DKK 1200 million DKK 837,600 . . .

0 DKK 200 mio. kr. il 500 mio.
DKK 100 million to DKK 200 million DKK 1,570,500 )

2 DKK 500 mio. kr. or over.
DKK 200 million to DKK 500 million DKK 2,617,500
DKK 500 million and over DKK 4,711,500

*Nof included income-restricted licences.
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Income-restricted and furnover-restricted licences

In 2016, 11 licensees had an income-restricted licence for online casinos or befting. This includes six
operators of online casinos, of which three are fraditional online casino games and three are fext-mes-
sage guessing competitions. The remaining five are betting operators.

In 2016, a change in the legislation allowed gambling operators to apply for a furnover-restricted
licence, aimed at operafors of pool betfing such as manager games. A similar licence is not available for
operators of online casinos.

A turnover-restricted licence can be issued for one year. Turnover is limited fo DKK 5 million, with a
maximum pay-out ratio of 20 percent.

Contact group discussed issues such as ROFUS and money laundering

To maintain a good dialogue with the gambling industry, the Danish Gambling Authority has set up a
contact group with the more than 20 licensed gambling operators of online casinos and betting. The
confact group meets twice a year, with meetings held in English. In 2016, the most heavily-discussed
issues were new functions in ROFUS, money laundering legislation, developments in the gambling
industry, and feedback from the EU expert group.

Surveillance of the illegal online market

As part of our general supervisory acfivities, the Danish Gambling Authority confinuously monitors the
illegal online gambling market. Since 2012, we have worked fogether with SKAT, which has access to
software thaf can assist in finding illegal websites according fo cerfain pre-defined criteria.

In 2016, a search came up with 246 potentially illegal websites.

Status Number Percentage
With Danish licence
Licensees 7 3

Without Danish licence

Violation to be evaluated 85 35
No illegal activity found 133 54
Nof relevant fo gambling/No website 4 1
Misuse of Danish Gambling Authority’s label 17 7

Total 246 100
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One issue we had not previously seen to such a degree was the misuse of the Danish Gambling
Authority’s labelling scheme. Licensees use our labelling scheme fo show players that they have a
Danish licence. We found this type of misuse on 17 websites run by unlicensed gambling operators. In
cases where the Danish Gambling Authority managed fo confact the website owners, the labels were
removed.

Focus on skin betting

In 2016, the Danish Gambling Authority had focus on the illegal provision of gambling where virtual
ifems are used as stakes for befting, lofteries, or coin flipping; so-called “skin betting”. We dealf with
many concrete cases of this type, affer which provision of skin betting ceased at our request. We also
engaged in an ongoing exchange of experiences about the issue with gambling authorities in other
countries.

In addition to fargeted investigations, the Danish Gambling Authority also received reports of illegal
gambling. In connection with our continuous surveillance of the market, we also discover websites that

need further evaluation for potential violations. In some cases this has led fo a request for action.

Overview of the number of reports and requests for action since the online market
was liberalised in 2012:

Number of

websites reviewed Reported websites Requests for action Blocked websites
2012 180 71 46 20
2013 7 73 23 0
2014 280 122 12 5
2015 - 74 40 0
2016 246 76 21 0

| alt 713 416 142 25
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Of the 25 blocked websites, 12 chose fo comply with our request for action, after which they were
unblocked again. The remaining 13 websites are sfill blocked.

Skins are virtual items that can be used in online computer gaming such as Counter Strike
Global Offensive or DOTA2. Skins' value range all the way between zero and more than DKK
10,000. As unlicensed skin betfing is illegal in Denmark, the Danish Gambling Authority has
exercised increased aftention on this growth of this particular gambling market.



