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Notice 451 (MAN)
The information in this Notice was up to date at the month shown on the cover

This is a general guide to assist on- and off-course bookmakers, track operators, etc in complying
with the law relating to general betting duty.

The law is in the Betting Act 1970 and the Gaming, Betting and Lotteries Act 1988, and in Orders
and Regulations made under those Acts. Nothing in this Notice may be taken to change this, or any
other, law.

If you have any doubt about the law, or have any queries about accounting for general betting duty
please contact:

The Advice Centre

Isle of Man Customs and Excise
PO Box 6, Custom House

North Quay

Douglas

Isle of Man, IM99 1AG

Tel: (01624) 648114
Fax: (01624) 648117
Email: customs@qgov.im

Customs and Excise has a web site at www.qgov.im/customs

If you have any queries regarding licences or permits, or the rules governing premises then please
contact:

The Isle of Man Gambling Supervision Commissioners
Homefield

88 Woodbourne Road

Douglas

Isle of Man, IM2 3AP

Tel: (01624) 623355
Fax: (01624) 621298

Email: gaming@gov.im

You should note that general betting duty, unlike most other customs and excise revenues, is not the
subject of any revenue-sharing arrangement with the UK. General betting duty is not covered by the
Customs and Excise Agreement 1979 between the Island and the UK. Therefore the rates of duty in
force, and the laws, rules and regulations involved may be different in the Island from those in place
in the UK.
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This Notice is concerned only with general betting duty. There are other forms of excise duty
associated with gambling. These are -

Lottery duty charged on National Lottery tickets

Society lottery duty charged on any British Society lottery scratch cards approved
for sale on the Island

Online gambling duty charged on the gross gaming yield of online gambling
operations (including online bookmakers)

Pool betting duty charged on the gross profit of pool betting operators
Enquiries regarding the administration and collection of any of the duties above should be directed to
the Advice Centre at Custom House.

Enquiries regarding the approval and licensing of any activity liable to these duties should be
directed to the Gambling Supervision Commissioners.
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Betting office licence

Bookmaker

Bookmaker’s permit

Commission agent

Commission charges

Course

Glossary

Excise & Inland Customs Advice Centre, Custom House, Douglas,
Isle of Man.

A person who represents a bookmaker, and who passes bets to that
bookmaker. Island law does not permit bookmakers to have agents
who negotiate bets, unless those agents themselves have a
bookmaker’s permit and licence.

Bets made at the same time on a succession of horses, on the
understanding that if the first horse wins (or if it is placed if the bet
is each way), or if it is a non-runner, a pre-arranged amount will be
re-invested on each of the other selected horses in turn until either
the money is exhausted or the selections are complete.

See Section 12.

A person who provides facilities whereby two or more persons can
place bets with one another, or who acts as the agent of the original
punter (whether or not the identify or existence of the original
punter is disclosed). Bets placed using a bet-broker are liable to
general betting duty.

A person who receives bets from a bet-broker.

This is a licence issued by the Gambling Supervision Commissioners
to a holder of a bhookmaker's permit, allowing the holder to open
specified premises for the purposes of bookmaking.

A person acting on his own account or as a servant or agent to any
person and who is carrying on the business of receiving and
negotiating bets, or by way of business holds himself out as a
person who receives or negotiates bets, or who conducts such
operations. See section 48 of the Gaming, Betting and Lotteries Act
1988. See also “bet-broker”.

Issued by the Gambling Supervision Commission, allowing the
holder to act as a bookmaker on his own behalf.

See “Agent”.

For a betting exchange, commission charges means the amounts
that the parties to a bet (whether involved in placing or accepting
the bet) are charged by the operator, whether by deduction from
winnings or otherwise for using the facilities. Any entry fee or other
charge for using the facilities should be included in the commission
charges.

See “Track”.




Course representative

Department of Home Affairs (DHA)

Gambling Supervision Commission

Gross profits tax

Licensed betting office

Meeting

Net stakes receipts

Off-course bookmaker

OGRA

On-course bets

A person who represents an on-course bookmaker and who
passes all bets to the bookmaker. Also known as a
“representative”. A representative who fails to pass on all
bets to the bookmaker will be treated as an on-course
bookmaker.

The Government Department with responsibility for the
promotion of legislation covering gambling.

The body responsible for the control of betting and gambling
activities on the Island (formerly the Gambling Control
Commission).

See “Net stakes receipts”.

Premises which are covered by a licence that allows members
of the public access to bet.

An event on any one day at a track. The length of the
meeting is from the time the track is open to the public to the
time they are required to leave. An event after this time or
on any other day is regarded as a separate meeting.

General betting duty is chargeable on the gross profit made
by a bookmaker (total stakes less winnings paid out) and not
a percentage of the stake placed by the punter.

A person who intends to carry on or is carrying on
bookmaking other than at a meeting.

The Online Gambling Regulation Act 2001. Persons licensed
under this Act are liable to online gambling duty on their
gambling activities and not general betting duty or pool
betting duty, and are outside the scope of this Notice.

These bets are taken -

(a) ata horse or dog race meeting where both the person
making the bet and the bookmaker (or totalisator
operator) accepting bets are present; or

(b) from an Island bookmaker, who is not at the meeting,
but who makes hedged bets with a bookmaker who is
present at the meeting.

All other bets, usually referred to as “off-course bets”, are
liable to general betting duty, including bets made by anyone
on behalf of a punter who is not present at the meeting.




On-course bookmaker

Public betting office licence (PBOL)

Punter’s agent

Return

Security

Sleepers

Sponsored pool betting

Spread betting

Totalisator

A person who intends to carry on or is carrying on bookmaking
at a meeting. The definition of an on-course bookmaker is
restricted to those carrying on business at a horse or dog track
meeting.

See “Betting office licence”.

A licence authorising the licensee to effect betting transactions
with:

(a) persons resorting to the premises to which the licence
relates, and

(b) other persons who are within the Island.

See “Agent”.

The return submitted by the bookmaker to Customs and Excise
detailing the amounts of stakes and duty due. It is Form
BD.211.

An arrangement whereby the bookmaker provides security to
Customs & Excise for the payment of duty which is or which
may become due.

See paragraph 7.16.

A form of pool betting which, however, may be liable to
general betting duty and not pool betting duty. It utilises
totalisator facilities approved for the purpose by the Treasury
or provided on a track by the person having management of
the track. If the operator is licensed under the Online
Gambling Regulation Act 2001 they would be liable to online
gambling duty and not general betting duty and, if so, this
Notice would not apply.

A form of betting where the punter bets on a range of possible
outcomes or results. The punter can therefore win or lose an
amount which is not reckonable at the time of placing the bet.
Operators offering spread betting would require a licence from
the Financial Supervision Commission (in addition to a
bookmaker’s licence and permit).

Any bets would be liable to general betting duty.

A system, usually mechanised, for pool betting whereby a
punter buys a ticket in the pool. A percentage deduction is
made for duty, profit and expenses. The balance is paid out in
the form of a dividend between successful punters.




Totalisator operator

The Tote

Track

Track occupier

A person who operates one of the following -

(a) facilities provided by the Horserace Totalisator Board; or

(b) facilities provided under the authority of the Horserace
Totalisator Board on an approved horse racecourse by the

Racecourse management; or

(c) any other totalisator.

The UK Horserace Totalisator Board.

A term covering premises on which races of any description,
athletic sports or other sporting events take place. An approved
racecourse requires a current racecourse licence.

Any person who organises a meeting, or provides facilities on any
track for any person to carry on bookmaking or operate a
totalisator, or permits any bookmaking activity on any track.
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1.2

2.1

2.2

General
What this Notice is about
This Notice explains -

who has to account for general betting duty

what bets are liable to the duty

how the duty is calculated

when bets made with on-course bookmakers and totalisator operators are liable to duty
what records and accounts you must keep

the legal powers available to Customs & Excise.

This Notice has been revised and represents the interpretation of the law by Customs and
Excise as at the date shown on its cover. The main terms used in this Notice are explained in
the Glossary.

Can | advertise in the UK?

The Treasury understand that current UK law does not preclude Island-based bookmakers
from advertising in the UK. However, to do so may be contrary to the licence issued to you
by the Gambling Supervision Commissioners.

About the Duty

What is general betting duty?

It is a duty on the gross profit (net stakes receipts) made by a bookmaker on off-course bets.
Sponsored pool betting, ie where bets are made with an on-track or approved totalisator, is
(unless licensed under OGRA) liable to general betting duty, and is dealt with in paragraph
7.12 and section 9 below. Other pool betting is not liable to general betting duty (but may be
liable to pool betting duty. Pool betting duty is explained in Notice 147).

Bets made through an Island-based bet-broker are also liable to general betting duty, unless
the operator is licensed under OGRA.

Betting exchange operators, unless licensed under OGRA, are also liable to general betting
duty on their operations, see Section 11 below.

Are on-course bets liable to duty?

No. On-course bets do not create a liability to general betting duty. On-course bets are bets
which are made during a meeting at a horse racing or dog track which are -

. taken at a meeting at which both the person making the bet (that is the person
originating the bet and not any agent or intermediary making the bet on behalf of any
person) and the bookmaker or totalisator accepting the bet are present. In practice this
usually means that they will be on part of the track restricted to persons attending the
meeting; or

. made by a bookmaker who is not present at the meeting but who is making a hedged or
laid-off bet by way of business with a bookmaker who is present at the meeting.

The “meeting” must be a race held at a horse or dog track.
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2.3

2.4

2.5

2.6

2.7

Are all off-course bets in the Island liable to duty?

Yes. The duty applies where off-course bets are made with bookmakers in the Island. The
types of bet that are liable to duty would include fixed odds and spread bets (see paragraph
7.10 below), as well as hedged or laid-off bets, and bets made with a bet-broker or a
bookmaker acting as an agent. See paragraph 7 regarding the liability of “free” bets.

Bets placed using betting exchanges or sponsored pool betting facilities also involve liability to
duty, unless the operator is licensed under OGRA. However, in such cases duty is due on the
commission and other charges due to the operator which go to constitute his gross profit (the
“retained profit”).

However, bets made by means of pool betting and coupon betting (see Notice 147 for details
of these types of betting) are not liable to general betting duty, but are liable to pool betting
duty.

A bet creates a liability to duty even if your customer does not honour it.

There is no duty relief for bad debts.

The same basic rules apply to bets made by way of sponsored pool betting.

Are all off-course bets made by Island punters with bookmakers in the UK liable to
duty?

These create a liability to UK general betting duty, which is accounted for by the bookmaker
with which the bet is placed. No additional Island general betting duty is due in respect of
such bets made by punters in the Island.

Who has to pay the duty?

The bookmaker.

If the bookmaker fails to pay the Treasury can seek to recover the amount due from other
persons, such as the person responsible for the management of the business, or the director
of a company that is the bookmaker.

What is the rate of duty?

At the time of publication of this Notice the duty-rates are -

On the first £20 million per annum 1.5%
On the next £20 million per annum 0.5%
On any amount in excess of £40 million per annum 0.1%

There are special rules regarding the liability of betting exchanges (see Section 12 below).
You should check with the Advice Centre in case the rates have changed.

Note that these rates are on the gross profit made by a bookmaker on bets, and not on the
original stakes placed by the punters.

When is the duty due?

At the end of each accounting period all duty chargeable in respect of bets made in that
period becomes due. An accounting period is a calendar month (see Section 5 below).

11



3.1

3.2

3.3

3.4

3.5

4.1

Net Stake Receipts (Gross Profits Tax)
How is gross profits tax calculated?

General betting duty liability is based upon the net stakes receipts of a bookmaker. This is
calculated by subtracting the amount of winnings in any accounting period from the net
stakes received by the bookmaker during the same period. The relevant duty rate is then
applied to the resulting figure, e.g.

(Gross stakes /ess total winnings due to punters) x rate of general betting duty = duty due

In some circumstances bookmakers may be able to agree a simplified accounting system in
order to account for duty. In particular, bookmakers accepting sponsored pool bets or where
operating as a betting exchange may be permitted to have their duty liability determined on a
“retained profits” basis, i.e. on any commission, fee or other charge or payment etc received
or retained in respect of the bet.

What if the calculation produces a negative figure?

You may carry forward a negative figure resulting from the above calculation into the
following accounting period.

However, carrying forward a negative figure does not entitle the bookmaker to any
repayment of duty.

Can | deduct anything other than winnings from the gross stakes figure?

No. You may not deduct any amount for expenses, any benefit other than payment secured
by the person by reason of paying his stake money, or for any other matter.

Do I deduct just the money actually paid out to a winning punter?

No. You can deduct those winnings due to the punter, including those held in an account for
him and available on demand.

I accept bets hedged of passed on to me by other bookmakers - what is their
liability?

See paragraph 2.6 above.

Where a bookmaker is accepting “wholesale” bets, i.e. bets hedged by other bookmakers, and
there is no means of identifying the location of the original punter, then the location of the
latter bookmaker may be regarded to be the “location” of the punter for the purposes of
determining duty liability.

Notification and Security
Must I tell anyone before | start business?

Yes, even if you are an on-course bookmaker or totalisator operator who does not take any
bets which are liable to duty. Ask the Advice Centre for a Form BD 75. Complete and return
it at least one week before you start business. The Advice Centre will allocate you a unique
trader reference number. Quote this number whenever you write to us or contact us.

You will also need a licence and/or permit issued by the Gambling Supervision Commissioners
before you take any bets. Any application must be copied to both Customs and Excise and
the Chief Constable.

12



4.2

4.3

4.4

4.5

4.6

5.1

What if I am an on-course bookmaker and | take off-course bets?

If you are an on-course bookmaker, or the operator of an on-course totalisator, and you
accept any bets that are liable to duty you must notify Customs and Excise within 7 days of
doing so, using Form BD 75 (available from the Advice Centre).

What if 1 have more than one set of premises?

If the premises are to be used as public betting offices then you will need a licence issued by
the Gambling Supervision Commissioners for each premises. However, if an application for a
betting office licence is made in respect of two or more premises, and the Commissioners are
satisfied that all those premises are occupied by the applicant for the purposes of a single
business consisting of effecting betting transactions with persons who are outside the Isle of
Man and the UK, the Commissioners may direct that all those premises shall be treated as
single premises for the purposes of the application and of any licence granted pursuant to the
application.

Customs and Excise require only one notification for each legal entity, i.e. sole proprietor,
partnership or limited company. For example, if you as a sole proprietor own three shops,
they will all be covered by the one notification. If each shop is a separate limited company
three separate notifications will be required. However, each shop would be required to
submit a return unless Customs and Excise have agreed to the submission of a composite
return.

What rules and regulations govern the operation of my premises?

You should contact Gambling Supervision Commissioners who will advise you of their legal
requirements with regard to your premises. For example, there may be restrictions on the
opening hours of a bookmaker’s shop.

Do I need to pay security?

We do not normally require security for duty. However, we may require security in certain
circumstances.

The Advice Centre will tell you if security is required and advise on how you can provide it.
What happens if | cease trading?

You must inform the Advice Centre as soon as you know your last day of trading. If you
cease trading for more than 28 days, at the end of 30 days from the date of ceasing to trade
you must have paid to Customs and Excise any duty you owe.

You should also advise the Gambling Supervision Commissioners.

Returns, Accounts and Records

Must | keep a record of bets received?

Off-course - If you are an off-course bookmaker any bet you get whether from a cash or
credit client who places the bet either in person or by telephone must be recorded
immediately on a slip. The client may make out the slip and hand it to you or you may write

it. You can accept and keep as a slip any letter or other document (including computer
records for bets received via email or the internet) giving details of a bet.

13



5.2

5.3

You must immediately number each slip, including slips made out for telephone bets, in a
consecutive series starting with 1 and ending with not less than 9999. You must also give all
punters who bet with you in person a voucher bearing the same number as that marked on
the slip. In the case of bets made by means of email or the internet computer records are
acceptable, and online acknowledgement to the punter is permitted.

On-course - If you are an on-course bookmaker you must keep a field book which is bound
and has serially numbered pages. You must keep this field book even if you do not accept
bets that are liable to duty. You must enter your name and your unique trader reference
number indelibly in the field book.

Immediately after a bet is made, you must enter indelibly in the field book under the date on
which you receive the bet -

the event and contingency on which the bet is made;

the amount of the bet;

for bets received by telephone, the letter “T” against the entry;

for bets that are not on-course bets, the word “OFF” against the entry; and

for bets hedged or laid-off with you by an off-course bookmaker, the bookmaker’'s name
against the entry.

Within seven days of receipt of a hedged bet from an off-course bookmaker you must record
against the entry the unique trader reference number of the bookmaker. Alternatively you
may list in the front of your field book the names and unique trader reference numbers of all
the bookmakers from whom you accept hedged bets.

After each race or event you must record the total dutiable stake, if any.

Betting exchanges - there are additional requirements relating to betting exchanges, which
must monitor activity for possible non-recreational use of the facilities. See Section 12 for
more details.

Must | keep a betting duty account?

Yes. If you accept bets which create a liability to general betting duty the law requires you to
keep this account. If you are an on-course bookmaker and you accept bets which are not
on-course bets you must keep a betting duty account in addition to your field book.

You must keep a record showing your net stakes receipts and total duty due calculations. It
must also show the total amount staked each day that is liable to duty, with this entry being
made by noon of the following working day.

Where online bets are received computerised records are permitted. In other cases you
should contact the Advice Centre for permission if you wish to keep only a computerised
betting duty account.

How do | pay the duty?

You must do this at the end of each accounting period, using the return supplied to you.

You can ask for permission to use non-standard accounting periods that are more convenient
for you. You should contact the Advice Centre (see paragraph 5.9 below).

You may pay by cash, by cheque, debit card, or by bank giro credit. If you intend using the
latter method you must agree this with the Advice Centre in advance, and quote your unique
trader reference number on any reference document etc.

14



5.3A

5.4

5.5

5.6

If you ever send a cheque to the Advice Centre without a return or reference document,
please ensure you endorse it with your unique trader reference number and the reason for
the payment.

Can | carry over losses into the next accounting period?

Yes. You can carry over any loss for any class of bet from one accounting period into the
next.

You cannot offset carried forward losses against other duties or tax.

If your business ceases to trade and shows a loss on its final return, you cannot claim a
repayment.

Who supplies the returns?

The Advice Centre will issue the return to you in sufficient time for you to be in possession of
a valid Authority for each month of business.

If you lose or do not receive a return ask the Advice Centre for a replacement immediately.

Only the person named on the return can use it. You cannot get one from another
bookmaker and use that.

When must I fill in my return?

You must do this at the end of each period the return covers.

Send it with full payment of the duty to reach the Collector, Isle of Man Customs and Excise,
PO Box 6, Custom House, Douglas, Isle of Man, IM99 1AG by the fifteenth of the month
following the end of the period.

You must fill in and send the return in even when you have not carried on business during the
month covered by it. “Nil” returns are required, i.e. you must submit the return even if you
do not have to pay any duty for that period.

Late or non-payment could also result in the duty being assessed, and the debt enforced as if
the assessment were the actual duty due. It could also result in civil penalties being raised

against you.

If you intend to pay by BACS or other form of credit transfer you must obtain the prior
permission of Customs and Excise.

How long must | keep my records?

a) 2 months if they are betting slips, letters and other documents which record bets; keep
them intact and separate from records of bets made on other days; and

b) 3 years for all other records, including bank statements, cash and credit records and
annual accounts.

You should keep all records at your main business address on the Island, as notified to
Customs and Excise. You may be allowed to keep them elsewhere if you apply to the Advice
Centre in writing.

If any of your records are to be kept on a computer, you must tell the Advice Centre.

15



5.7

5.8

5.9

6.

6.1

What other records will 1 have to keep?

Apart from the betting duty account (see paragraph 5,2 above) you should keep the
following -

. a daily record of bets made with you

. a daily record of bet-related winnings paid out by you
. copy betting slips

. any till rolls produced

. bank statements

. cash and credit records

. annual accounts

There may be additional requirements for betting exchanges, see Section 11.

Can | keep my records on computer?

Yes. You should first contact Customs and Excise and ask for approval in writing.

Can | apply for non-standard accounting periods?

You can apply for non-standard accounting periods. You need to make any such application
in writing to the Advice Centre, stating the periods you wish to use and the reasons why you

wish to use them.

If your commercial accounting periods are based on non-standard months you may ask to
have your duty returns match these.

Extended 3-month accounting periods may be permitted where -

. you apply in writing and are approved in writing by Customs and Excise, and

° you have not been convicted of an offence relating to the fraudulent evasion of general
and pool betting duty, or of making false statements or keeping false records in the
preceding 12 months, and

° your returns and duty payments for the preceding 12 months are up to date, and

. the total value of all your bets in the preceding 12 months did not exceed £600,000

But you will have to revert to monthly accounting periods if -

. you are convicted of an offence relating to the fraudulent evasion of general or pool
betting duty, or of making false statements or keeping false records, or

. you fail to furnish a return or pay duty by the due date.
Legal Powers and Penalties

What are the legal powers of Customs and Excise?

Our officers have powers which allow them to -

. enter any premises used for the purpose of a betting business;

. enter free of charge any track or any place used in connection with on-course betting.
You must given them any help or information they request;
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6.2

6.3

6.4

7.1

. remain on those premises so long as they have reasonable cause to believe that the
premises may be used for the purposes of carrying on that business;

. issue an assessment where duty has not been declared, has been underdeclared, or
where a return has not been submitted;

. direct what records and accounts are to be kept;

. inspect any books, records and accounts kept, including any documents which relate or
appear to relate to the business, including business bank accounts and annual
accounts;

. take copies of any books, records, accounts or other documents relating to the general

betting duty and to require you to furnish such information and assistance as the
officer may require; and

. where there is evidence of fraud, make arrests.
What are the penalties for offences?

For obstructing our officers, making false statements and fraudulent evasion, the penalties
include imprisonment.

Failure to pay duty due could result in civil penalties, or the seizure, appraisal and disposal of
your assets to recover it. Fraudulent evasion of an excise duty, such as general betting duty,
is a serious criminal offence with severe penalties including imprisonment.

Customs and Excise may also apply for the forfeiture and cancellation of your bookmaker’s
licence and permit, or object to their renewal, if you fail to pay duty due, or fail to comply
with other requirements placed upon you.

What if 1 am unhappy with the way | have been treated by Customs and Excise?
See section 12 of this Notice.

Recovering unpaid duty

The Treasury can take civil proceedings for the recovery of a duty debt from the bookmaker,
the holder of a bhookmaker’s permit, companies and their directors, and persons responsible
for the management of businesses or premises at which the bets were taken.

Customs and Excise may also apply to the Gambling Supervision Commissioners for the
forfeiture and cancellation of a bookmaker’s licence and permit, or could object to any
renewal of either, if you fail to pay duty due.

Customs and Excise can also levy distress for the recovery of general betting duty under the
Distress for Customs & Excise Duties & Other Indirect Taxes Regulations 1997. This means it

could seize assets of a bookmaker to sell to settle the debt.

In any case, failure to pay duty or submit duty returns could result in civil penalties, including
fixed daily penalties.

Particular Types of Betting
What rules cover hedged or laid-off bets?

These are bets one bookmaker makes with another. Each off-course bookmaker is liable to
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7.2

7.3

duty relating to bets accepted unless passed on under an agency agreement (see below.).

There is no duty relief for off-course hedged bets. Both bookmakers are liable for duty on
any bets received, and a bookmaker cannot reduce his net stakes receipts by the stakes
placed with another bookmaker - even though it might come out of the “winnings” account.
Also a bookmaker cannot include any winnings received from such a bet in the net stakes
receipts calculation.

In summary -

. the bookmaker making a hedged bet does not deduct its value from his net stakes
receipt calculation; neither does he include any winnings he may receive as a result,
i.e. the bet is ignored for duty purposes by the bookmaker placing the bet;

. the bookmaker accepting a hedged bet includes all details of the transaction in his net
stake receipts calculation, in the same way as for any other ordinary bet.

However, if an off-course bookmaker hedges a bet with an on-course one, duty is only due on
the original bet.

Hedging between on-course bookmakers is free of duty.
What are agency bets?

These are bets taken by one bookmaker (the agent bookmaker) and passed on to another
(principal) bookmaker or bookmakers. The agent bookmaker can either be an agent of the
principal bookmaker(s) or an agent of the punter. In an agency situation the agent
bookmaker is not liable for duty relating to bets which he passes on, provided that they meet
the criteria listed below. You must inform the Advice Centre as soon as you enter into an
agency agreement, or if you intend to act as a punter’s agent, otherwise you may not be able
to claim relief.

Under Island law any agent of a bookmaker must be in possession of a bookmaker’s permit
and licence themselves.

What rules cover agency bets?

If you wish to claim relief from duty on bets which you pass on as the agent of the principal
bookmaker(s) you must follow these rules -

1) You must have a written agreement with each principal that you will act as their agent.

2) Each bet you pass to these bookmakers must fall within the terms of the agency
agreement.

3) You must pass on all the terms and conditions which the principal bookmaker imposes
on the bet to the punter, e.qg. if the principal allows multiple bets free of tax then the
punter must gain the benefit of this. Also the price quoted by the principal must be
the price at which you settle the bet with the punter.

If you wish to claim relief from duty on bets which you pass on as the agent of the punter
you must follow the following rules -

1) You must make it clear to the punter that you are not accepting the bet, but that you
will try to place the bet on his behalf.

2) Once you have placed the bet you must tell the punter the terms and conditions which
apply to that bet. You must tell the punter if the bet has been split, and perhaps
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7.4

7.5

7.6

7.7

placed at different odds.

3) If you keep any part of the bet in your capacity as a bookmaker then you become
liable to the duty on that part of the bet.

In both cases you must keep a suitable record of all your agency bets. The Advice Centre
will tell you what to enter in your record of agency bets. You should not include in your
betting duty account, or show on your return, bets you accept as agent.

Under Island law any agent of a bookmaker must be in possession of a bookmaker’s permit
and licence themselves.

Is duty due on commission or discount?
Sometimes duty is due on commission or discount -

. If you give another bookmaker discount or commission on bets hedged or laid-off with
you, the amount of commission or discount must be agreed beforehand to get relief
from duty. Relief from duty is not allowed for commission or discount not agreed upon
before or at the time of the hedging or laying-off.

. If you offer a discount to your clients, betting slips are to be marked clearly to show
the discount agreed, and the actual stake paid by the punter.

Provided these conditions are met, duty is chargeable only on the stake paid by the punter.
You should advise the Advice Centre when discount is being given and when it is
discontinued.

. If you have an agency agreement with another bookmaker, who passes on a bet to
you, then you must pay duty on the full amount of the bet; you may not deduct any
discount or commission you give to your agent.

There are special rules for commission charges in respect of sponsored pool betting and
betting exchanges.

Is a commission agent liable for duty on the bets which he negotiates?

Provided that the commission agent does not retain bets for private settlement (i.e. in his
capacity as a bookmaker), the commission agent has no duty liability. If he retains part of
the bet which he is negotiating on behalf of a client he will be liable for duty on the portion
which he retains.

How do | deal with ante-post bets?

Receipts on ante-post bets are included in the receipts used to determine duty liability at the
time the bet is placed. Any subsequent winnings is included in the calculation of the liability
at or after the event takes place. Thereby the receipts and winnings are included in the
calculation of gross profits, albeit perhaps at times that may be some time apart.

How do I deal with “any-to-come” bets?

The percentage uplift system for adjusting stakes totals to take account of any-to-come bets
does not apply under the net stakes receipts duty system. You should add the stakes and
deduct winnings and returned stakes from each bet in the series when calculating the net
stakes receipts.
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7.9

7.10

7.11

7.12

Is duty due on void bets?

If a bet becomes void it is expected that the bookmaker will refund the punter. Any refunds
would be treated as winnings, and should therefore cancel out the value of the stake when
the net stake receipts are calculated.

A void bet is one that has been cancelled in accordance with a bookmaker’s previously
agreed terms and conditions of betting. We may need proof that a bet has become void.
Simply failing to receive the stake money does NOT may a bet void.

Is duty chargeable on “free” or discounted bets?

No. With effect from 1 September 2007 an extra-statutory concession allows that “free” or
discounted bets should be omitted from the calculation of general betting duty due. This
applies to all bookmakers and others liable to general betting duty, regardless of the method
of placing the bet (i.e. whether online, by post or in person).

You may only include in your duty calculation winnings in respect of bets made with you, and
returned stakes. Any other incentives or payments made to customers, such as “cash back”
offers, are not winnings and must not be included as such in your duty calculation.

What is spread betting?

Spread betting involves betting on the outcome of a financial, sporting or other event, based
on the “spread” quoted by the bookmaker. Punters can choose to “buy” at the tope of the
spread, or “sell” at the bottom. Winnings and losses are calculated by reference to the unit
stake times the difference between the final total and the buying or selling price.

You should note that spread betting may be considered to be “investment business” and may
require a licence from the Financial Supervision Commission. You should contact the
Commission before taking, or offering to take any spread betting.

What is the liability of spread betting?

Spread betting is liable to general betting duty on the value of the unit stake not the total
amount paid out by losing bettors. The unit stake is the amount stated by the bettor when
making the bet. You may not reduce the amount of the stake stated, even if the spread is
less than one whole point.

For example - If a bet is placed on a football spread of 2.4 - 2.7 total goals in a match and
the bettor asks for a bet of “£100 per goal” then the duty is due on £100. You may not alter
this to a bet of £10 per 0.1 of a goal and account for duty only on the £10.

The rules on the location of the punter apply in respect of spread bets as they do other forms
of betting, i.e. if the punter is located outside the Island and UK his bet is subject to the
reduced rate of duty for international telephone bets.

What is sponsored pool betting?

See also Section 9.

This is where totalisator facilities are used. Such facilities must be either -

. approved for the purposes of sponsored pool betting by the Treasury, or

. provided at a track by the person having management of the track.
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7.13

7.14

7.15

Unless the operator is licensed under OGRA, it is liable to general betting duty. If liable to
general betting duty then the same rules regarding liability and duty-rates apply as for other
forms of betting.

Bets placed on-course with a totalisator are free of duty if they meet the requirements for
being an on-course bet in paragraph 2.2.

Bookmakers wishing to operate sponsored pool betting facilities that are not situated on a
track and provided by the person having management of the track must apply for approval in
writing from the Treasury (and not Customs and Excise, although the Customs and Excise
Division will forward any application received from a bookmaker to the Treasury). Approval
must be obtained before any bets are taken using the facilities. Bets which are taken using
facilities which do not meet the criteria above will be liable to pool betting duty and not
general betting duty.

Bookmakers approved to operate sponsored pool betting facilities may also apply for a
simplified accounting system in order to account for duty (see paragraph 3.1 above).

What is rebate betting?

This is where punters betting above a pre-set minimum amount in a given period are
guaranteed a percentage rebate or refund on their stake money regardless of results. Such
betting will normally involve payments by the bookmaker not only to the punters but also to
agents who organise and administer a pool of punters involved in the arrangement.

If you anticipate involvement in rebate betting you should contact the Advice Centre for
advice on how to record and declare bets received.

Are there any restrictions on overseas betting?

It is an offence for a bookmaker to make (place) or offer to make bets with a bookmaker
outside the Island. It is also an offence for any person to conduct an agency or business for
negotiating, receiving or transmitting bets to a bookmaker or totalisator outside the Island, or
to issue, circulate, distribute or possess an advertisement or other document relating to the
making of such bets.

This is an anti-avoidance measure intended to prevent the taking of bets in the Island with
no duty being accounted for in the Island.

These prohibitions do not apply to -

1) bets with a bookmaker in Great Britain and Northern Ireland (providing the duty there
is the same as or more than it is in the Isle of Man);

2) bets made by means of a totalisator in a country outside the Island on a horse race
taking place in that country;

3) laying-off bets on events taking place outside the Island with a totalisator or
bookmaker outside the Island, with the proviso that these bets have first been made
with an Island bookmaker (i.e. general betting duty has been declared on them).

There are no restrictions on individual punters in the Island placing bets with overseas
bookmakers.

Are on-course bets on away meetings or other events liable to duty?

No. As long as they meet the conditions of an on-course bet, bets made on away meetings
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7.17

7.18

7.19

7.20

8.

8.1

9.

9.1

on horses or dogs at tracks other than the one at which the bet is made.
If you are unsure of the liability of any bet, check with the Advice Centre.
How do I account for duty on fixed odds bets?

For fixed odds bets, including such bets placed with a bet-broker, the net stakes for each
accounting period is the difference between the -

. total amount of money due to the bookmaker for all bets made in an accounting
period; and
. total amount of money due as winnings to punters for all bets made in any period,

regardless of when the bets were made.
How do | deal with “sleepers”?
You account for the duty when the bet is accepted, even if this is before you receive payment
for the bet. You must only include winnings in the duty calculation for the accounting period
when winnings are actually due or paid out to the punter.
What about bets taken from non-Isle of Man punters?

These are liable to general betting duty.

What about bets made by an on-course bookmaker with an off-course
bookmaker?

These are liable to general betting duty.

With very few exceptions (see paragraph 7.13 above), it would be an offence for an
on-course bookmaker to make or offer to make bets with a bookmaker outside the Island.

What about bets made by an overseas bookmaker with an on-course bookmaker
in the Island?

These would be liable to general betting duty. Only those bets made in the court of business
by Island-based bookmakers with an on-course bookmaker in the Island exempt from duty.

Fixed-Odds Betting Terminals
What about bets made by means of Fixed-Odds Betting Terminals (FOBT)?
From 7 December 2006 bookmakers have no longer been liable to account for general
betting duty on machine takings from FOBT on their premises. However, from that date the
takings became liable to VAT. Such machines may also require a licence from the Gambling
Control Commission.
If you are not registered for VAT, the takings of FOBT may create a liability for you to
register. You should contact the Advice Centre for more information if you have FOBT
machines.

Sponsored Pool Betting

See also paragraph 7.12 above.

Since 1 July 2001 it has been possible for Isle of Man bookmakers to accept bets using
totalisator facilities and these bets are then liable to general betting duty and not pool betting

22



9.2

9.3

9.4

9.5

9.6

10.

10.1

duty. This is called “sponsored pool betting”.

Only licensed bookmakers can apply to operate sponsored pool betting, and they must make
an application to do so in writing to Customs and Excise.

Approval may only be granted by the Treasury, which receives the application and the
recommendation of Customs and Excise. There is no additional fee charged for either
applying to operate sponsored pool betting or if approved to do so.

If an operator is licensed under OGRA to offer/accept tote or pari-mutuel bets then the profit
on such bets is liable to online gambling duty and this Notice will not apply.

The Betting Act 1970 defines sponsored pool betting as being “fotalisator facilities approved
by the Treasury for this purpose or provided on a track by the person having management of
that track”.

Therefore any applicant must detail the totalisator facilities to be used, and state where they
are located and who operates it. Note that the word “track” would mean a horse racing
track.

Sponsored pool betting is a form of betting that uses a totalisator (a.k.a. pari-mutuel)
system, as opposed to fixed-odds betting. A totalisator is a system (usually mechanical or
electrical) which is used to record bets made on selected runners and which aggregates the
total stakes into a pool. A percentage deduction is taken from the pool for duty, profit and
allowed expenses, and the balance distributed to winners in the form of a dividend on their
unit stake.

For example, if the unit stake was £2 then someone betting £2 would get their stake back
plus the share for one unit, whilst someone who bet £50 would receive their stake plus the
share for 25 units.

Unlike fixed-odds betting, the punter does not know how much their winnings are until the
race is over, as the odds (and hence the pay-out) change continually as stakes are received.

As the operator is permitted to deduct certain expenses from the total stakes received these
must be agreed with Customs and Excise before operations commence.

As the operator will be liable, in effect, to duty on the amounts retained by the operator as its
“profit” on the sponsored pool betting operation, if it received any additional payments - from
track operators, totalisator operators for whom they co-mingle bets or other sources - that
relate to the betting operation these may be liable to duty and may need to be included on
an operator’s duty return.

Returns by operators offering sponsored pool betting are made on the same form and in the
same way as other bookmakers.

Online Gambling

What is the difference between bets dealt with by this Notice and online
gambling?

The holder of an online gambling licence will have the actual games he is permitted to
operate individually approved by the Gambling Supervision Commissioners. Authorised
games will not include those where the type of betting involved would be liable to either
general betting duty or pool betting duty.
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Since 1 September 2007 online bookmakers, and operators offering sponsored pool betting
or operating as a betting exchange may be licensed under OGRA as online gambling.

Authorised games are liable to online gambling duty, which is payable on the basis of net
revenue yield (similar to the gross profits tax, see section 3 above). Authorised games would
not be liable to general betting duty and fall outside the scope of this Notice.

Bet-Brokers

This is a person who facilitates the placing of bets by one person with another person. He
may act as an agent for the person who wishes to make the bet (who may be either a
disclosed or undisclosed principal), or simply provide the facilities whereby the bet can be
made.

Bet-brokers are typically businesses that allow individuals to bet with one another without
involving a licensed bookmaker.

Are bets made with bet-brokers liable to duty?
Bets made by means of a bet-broker shall be treated as if made by the punter with the bet-
broker, and the bet-broker shall be treated as if a bookmaker, whether or not he is licensed

or the holder of a permit.

In general, the same rules regarding liability to general betting duty shall apply to bets made
with bet-brokers as they do to bets made with bookmakers.

Note: Under Isle of Man law anyone acting as a bet-broker will be required to be both
licensed and hold a bookmaker’s permit.

Would commissions paid to bet-brokers or agents be liable to duty?

No. However, duty is due on the aggregate value of bets accepted less the value of winnings
due to the punters. Any commission paid from stake money to a bet-broker or agent must
not be deducted when calculating the net stake receipts.
Betting Exchanges

What are betting exchanges?

These are a means whereby individual punters can place wagers against one another on
opposing outcomes of a given event. The operator of the exchange facilitates the bets, holds
any stakes placed by either party, and arranges for payment of any winnings.

Section 9DA of the Betting Act 1970 provides that general betting duty is due on the
“commission charges” charged by the operator. These are referred to in the Section as
“retained profits”.

What is the liability of betting exchanges?

General betting duty is due on the “retained profits” of the operator of the exchange,
whether these charges are obtained by -

. deduction from any winnings;
. commission charges;
. administration fees; or
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. by other means.

Duty is due on all “retained profits” collected or retained in an accounting period on that
period’s return.

There is currently a single duty-rate of 10% of “retained profits”. However, as an extra-
statutory concession betting exchanges may account for duty at the same duty-rate(s) shown
in paragraph 2.6 above.

No deductions may be made from the “retained profits”. There is no duty relief if any
commission etc due is subsequently unpaid.

What is the definition of “retained profits”?

These are defined in section 9DA as the amounts that the parties are charged, whether by
deduction from winnings or otherwise, for using the facilities. This would include any entry
fee or other payments made or required for use of the facilities.

Any commission charges that are imposed but remain unpaid are liable to duty.

Can betting exchanges advertise in the UK?

See paragraph 1.2 above.

Is there any liability for business use of the exchange by punters?

Yes. Where any punter is using wagers on the exchange in the course of business, accepting
bets, then they will be considered to be “bookmakers” and, if located in the Isle of Man, will

need to hold a bookmaker’s permit and licence, as necessary.

Such “non-recreational” users of the exchange will also be subject to general betting duty
under the normal liability rules that apply to bookmakers.

The operator of the exchange will not normally be held liable for any duty due on bets placed
or accepted by bookmakers using their facilities.

Do operators of betting exchanges have to make returns?

Yes. They must make monthly returns in the same way as bookmakers. The return must
include all commission charges collected or retained during the period covered by the return.

Does Customs and Excise have any special requirements for betting exchanges?

Yes. In order to identify non-recreational users, and in order to prevent use of the exchange
for money laundering, operators will be required to identify all users, registering them and
their details (including names, addresses, betting turnover and average bet).

Operators should set a monetary threshold in order to identify possible non-recreational users
of their facilities. Where any possible non-recreational users are identified by an operator,
the operator should inform both the user and Customs and Excise that this has happened.

Do operators of betting exchanges need to be licensed by the Gambling
Supervision Commisisoners and be registered with Customs and Excise?

Yes. Operators must apply to the Commissioners in the same way as bookmakers for a
licence or permit, as required.
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Operators must also notify Customs and Excise before they start use of the facilities for
paying users. The procedures in paragraphs 4.1, 4.5 and 4.6 of this Notice should be
followed. If an operator has more than one premises then only one notification will be
required by Customs and Excise.

Appeals

What can I do if I am not happy with a decision made by Customs and Excise or
the Treasury?

Customs and Excise is committed to providing a high standard of service to the public. We
aim to do our job in a fair and reasonable way and to provide you with an efficient service.
Whether you are an individual, company or other organisation, if you are not satisfied, please
tell us straight away. We will look into your complaint promptly and tell you the outcome.

If you feel that you wish to complain about the treatment by an individual officer, please ask
the Advice Centre for the appropriate explanatory leaflet.

You may appeal most decisions or assessments made by Customs and Excise. Such appeals
are subject to a mandatory review by a senior officer of the Customs and Excise Division,
followed by hearings before the VAT and Duties Tribunal, if necessary. There are time limits
for making an appeal. You should ask the Advice Centre for details of this procedure.

You should request a review of the decision within 45 days of being notified in writing of the
decision having been made. Extensions to this time limit are possible. Customs and Excise
will carry out a review within a further 45 days. You would be advised of the outcome of the
review within 45 days of the receipt of your request for a review.

If you do not receive a reply within the time limit, or you do not accept one that is received,
you may lodge an appeal with the independent Value Added Tax and Duties Tribunal Centre
in Manchester. The Tribunal Centre’s address is as follows -

VAT & Duties Tribunal Centre
9th Floor, West Point

501 Chester Road

Salford

Manchester, M16 9HU

Tel: 0161-868-6600
Fax: 0161-876-4479
Email: vatman@tribunals.gsi.gov.uk

Website: www.financeandtaxtribunals.gov.uk

Appeals must be lodged with the Tribunal Centre within 30 days of being notified of the result
of the review by Customs and Excise.

You should contact the Tribunal Centre for further details of the procedure involved in lodging
an appeal.

What about assessment of duty?

You may ask for these to be reviewed and/or lodge an appeal in the same way as for any
other decision made by Customs and Excise.
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Amendment Record

22 May 2007

23 July 2007

25 September 2007

Amendment of definition of “On-course bets”; new paragraph 5.3A
inserted re carried forward losses; Section 12 (betting exchanges)
amended; new paragraph 8.6A re FOBT inserted.

Amendment of paragraph 7 to include reference to extra-statutory
concession re the treatment of “free” or discounted bets with effect from
1 September 2007.

Amendment in the light of transfer of those bookmakers eligible for
licensing under OGRA to that regime.
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