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Impact assessment of regulations concerning token machines
1. Description of the problem and desired outcome
The current Lotteries Act (1994:1000) entered into force in 1995 and originated from the 1939 Lotteries Ordinance. Lotteries are activities in which one or more participants may obtain winnings of a higher value than those that other participants may obtain, including draws, guessing games, betting, bingo games, gaming machines, casino games, etc. The wholly state-owned company AB Svenska Spel (Svenska Spel) is the only actor presently having a concession to organise gambling on token machines. The government grants concessions to organise gambling on token machines and at a casino. Svenska Spel has been granted a concession to organise gambling on token machines, partly at Casino Cosmopol and partly at restaurants and bingo halls, and a concession to organise gambling at a casino. Gambling on token machines and at a casino is thereafter regulated by provisions determined by the Swedish Lottery Inspectorate (Lotteriinspektionen).
In 2016, the Lottery Inspectorate granted 491 applications for gambling on token machines, in total, Svenska Spel had approximately 1 700 licences for token machines. Around 5 000 machines were distributed throughout restaurants and bingo halls. In order to minimise the risk of gambling on token machines causing social harm, the Lottery Inspectorate takes particular account of the positioning of the machines from a gambling addiction perspective when considering applications for gambling on token machines. The machines shall be positioned so that the player is disturbed by other activities taking place at the gambling venue in order to take a break in the gambling. Under the provisions determined by the Lottery Inspectorate, Svenska Spel may organise games on a total of 1 290 token machines distributed throughout four different casinos.
The government's ambition is that Swedish gambling regulations should be adapted to the major changes in the gambling market resulting from digital development and at the same time live up to the obligations arising from EU law. The proposal which was referred to the Swedish Council on Legislation on 21 December 2017 and which is scheduled to be presented to the Riksdag in spring 2018, states that the requirements imposed on a licensee shall be indicated by regulations.
The hereby proposed regulations and general advice concern technical requirements for the licensee for gambling on token machines. Those parts of the concessions which are not regulated in the Gambling Act or in ordinances shall be converted into regulations together with the Swedish Lottery Inspectorate. The regulatory framework becomes clear and uniform and the proposed regulations and general advice become like a building block together with other provisions that the authority manages.
The regulations proposed hereby describe more specifically the functional requirements that shall apply for obtaining a licence to organise games on token machines. The Regulation describes the requirements of a gambling company's licence, inspection, testing and certification of accredited bodies, the licensee's information security, risk and vulnerability work and system changes, the minimal requirements a token machine must meet, functions for the licensee's administration of token machines, functionality requirements for random number generators, gambling instructions, profit plan and tokens of value as well as which information is to be stored and generated in one or more reports. Lastly, the Regulation contains entry into force rules.
2. Description of alternative solutions for the stated objectives and effects if no changes are made
The proposed Regulation and these provisions, together with general advice, shall ensure that the gambling companies applying for a license are suited for organising gambling on token machines, as well as how and what information concerning the various games shall be recorded, stored and reported and what information the gambling customer should have access to. The regulations shall lead to increased consumer protection, prevent minors from gambling for money, ensure uniform application of the law and simplify efforts to tackle money laundering and terrorist financing.
Regardless of whether a decision is made regarding regulations and general advice on the requirements for organising gambling on token machines, or if the authority continues with provisions, a gambling company wishing to organise gambling on token machines must apply for a license in accordance with the proposed Gambling Act.
Alternative solutions and effects if no regulation is adopted
The alternative to regulations and general advice is to continue with the previous procedure and to write new terms and guideline conditions concerning requirements for applying for a license to organise gambling on token machines.
3. Information about those affected by the regulation
This proposed Regulation primarily concerns Svenska Spel because it is the only actor who can apply for a license to organise gambling on token machines.
Another actor that will be affected by the regulation is the Swedish Board for Accreditation and Conformity Assessment (Swedac) and its counterparts in other countries, or actors with which Swedac has concluded agreements. In order to be eligible for a licence, a gambling company shall undergo inspection, testing and certification. Inspections, testing and certification shall be carried out by one or more bodies that are to be accredited by Swedac.
Finally, the proposed gaming authority will also be affected in view of new and different duties.
4. Information about the authorisations on which the authority’s decision-making power is based
Neither the Gambling Act nor the Gambling Ordinance has yet been decided, but Chapter 21 § 14 of the Gambling Act (2018:000) and Chapter 15 § 9 of the Gambling Ordinance give the government and the Gambling Authority the opportunity to decide on a gambling ordinance and the proposed provisions and general advice.
The Swedish Gambling Authority will notify these regulations to the Swedish National Board of Trade in accordance with Directive (EU) 2015/1535 of the European Parliament and of the Council of 9 September 2015 laying down a procedure for the provision of information in the field of technical regulations and of rules on Information Society services.
5. Information on the costs and other impacts of the regulation and an impact comparison of the regulatory alternatives considered
According to the proposal which was referred to the Swedish Council on Legislation, the Gambling Authority will stipulate requirements regarding the technical equipment to be used in organising gambling on token machines. On the other hand, the assessment proposes that it shall be incumbent upon applicants to obtain a certificate from an accredited testing institute which confirms that the equipment, etc. which they intend to use complies with the requirements stipulated by the Gambling Authority. Costs for inspections, testing or certification vary depending on the scale of the gambling system and the forms of gambling for which a licence is sought. As the field is competitive, prices vary between different testing institutes in Europe. According to information from the Commission, the costs can be estimated at between EUR 5 000−35 000, depending on the extent of the tests required. A large company will have a large number of elements requiring inspection, testing and certification, but is likely to already have a lot of the stipulated requirements in place.
The alternative is to approve the gambling equipment used to organise gambling on token machines, according to the current system of conditions. The costs incurred are currently covered by the party seeking the approval. According to the Swedish Lottery Inspectorate, the cost of approval to the applicant, including the application fee, is between SEK 75 000–200 000.
6. Assessment of whether the regulation complies with, or exceeds, Sweden’s obligations as a member of the European Union
According to the practice of the European Court of Justice,
 in individual cases it is permitted that a Member State may restrict the organising of hazard games and prohibit public bodies or non-profit organisations from organising such games.
Gambling on token machines is considered to belong to one of the riskiest gambling forms in view of gambling addiction. The underlying purpose of the current and also the continued proposed gambling regulation is, inter alia, to create responsible gambling, to limit the negative social consequences of gambling and to combat crime. This objective is achieved with the monopoly on gambling on token machines.
The exclusive right to arrange gambling on token machines is based on a consistent and systematic approach to achieving the goal of, inter alia, consumer protection purposes and should be accompanied by well-established state control. The government has therefore decided that gambling on token machines will in the future be controlled by a state actor.
7. An assessment of whether special consideration is required as regards the date of entry into force and if there is a need for special information activities
The Regulations stipulate which requirements are imposed on an entity that accredits an operator which, in turn, will inspect, test and certify a gambling company or game developer which subsequently applies for a licence. Both the accrediting and accredited bodies will need to prepare for their activities. The Regulations should therefore enter into force as soon as possible after the Gambling Act has entered into force.
In order to facilitate accrediting activities and to assist accredited bodies and gambling companies, there is a need for information efforts, for example, in the form of a manual for accreditation, inspection, testing and certification and possibly further brief guidance on the regulatory framework.
8. The number of companies impacted, the industries in which they operate and their sizes
It is Svenska Spel that is affected by the proposed Regulation and general advice.
Svenska Spel organises gambling on token machines partly at restaurants (so-called Vegas machines, which are the only gaming machines allowed in Sweden) and partly at Casino Cosmopol.
The gaming machines, called Vegas machines, are featured in specifically chosen restaurants with serving licences and in bingo halls with bingo licences. A gambling venue may have no more than five Vegas machines, and the revenues from these may not dominate the business. The business area that the Vegas machines belong to was in 2016 responsible for 87 per cent of Svenska Spel's total net gambling income. For the business year 2016, the net gaming revenue for this business area amounted to SEK 7 821 million.
The Casino Cosmopol business area operates four casinos with unique premises in Stockholm, Gothenburg, Malmö and Sundsvall. The games offered at the casinos are table games (roulette, dice and card games) and token machines. In 2016, Casino Cosmopol had 1 034 576 visits. In 2016, net gambling revenues for the Casino Cosmopol business area amounted to SEK 1 172 million.
9. How much time companies will need to spend on the regulation, and the impact it will have on their administrative costs
Under the current regulatory framework, the Swedish Gambling Authority type-approves the gambling equipment that is used to organise various lotteries. This approval requires a code review and/or testing by the Swedish National Forensic Centre. The costs incurred are currently covered by the party seeking the type-approval. According to the Swedish Gambling Authority, the cost to the applicant for type-approval, including the application fee, is between SEK 75 000−200 000.
According to the proposed Gambling Act, the Gambling Authority will stipulate requirements for the technical equipment to be used in the organisation of gambling on token machines. The proposal, which was referred to the Swedish Council on Legislation, states that it shall be the applicant's obligation to obtain a certificate from an accredited body confirming that the applicant meets the requirements of the Gambling Authority. Costs for inspections, testing and certification vary depending on the scale of the gambling system and the forms of gambling for which a licence is sought. As accreditation is also competitive, prices vary between different testing institutes in Europe. According to information from the Commission, the costs can be estimated at between EUR 5 000−35 000, depending on the extent of the tests required.
The gambling companies anticipate that they will be able to develop procedures for the inspections and administration required under the proposed system. They then anticipate that they will be able to digitalise those procedures, which in turn is expected to limit the costs. Below are descriptions of the operators’ estimated time requirements and costs for the administrative components, excluding the costs and time required for the licence application, as detailed above.
a. Time required
Svenska Spel has stated that it will take between two and three months to ensure the administrative components of the technical regulations.
b. Administrative costs
Svenska Spel estimates the cost of implementing the administrative parts to be approximately SEK 750 000.
10. What other costs will the proposed regulations entail for companies, and what changes might they need to make to their activities as a result of the proposed regulation
Svenska Spel believes that no comprehensive measures will be required to comply with the requirements imposed on the gambling companies in the regulations. Initially, there will be a need to map out how existing operations correspond to the new requirements and some work will be needed with regard to certain specific player requirements and changes to interfaces. The estimated amount of time required for this is approximately three months and the cost is estimated at approximately SEK 1–2 million.
11. To what extent might the regulation affect a company’s competition conditions
The exclusive right to organise gambling on token machines and at a casino is based on a consistent and systematic strategy to achieve the goal of, inter alia, consumer protection purposes and should be accompanied by well-established state control. The government has therefore decided that gambling on token machines and at a casino should continue to be controlled by a state actor.
12. How will the regulation affect companies in other ways
The proposed Gambling Act implies that a framework law for gambling shall be introduced; in the framework law all games for money shall be regulated. This assessment demonstrates that the draft is based on the principle of transparency. The conditions for a licence and the obligations under a licence shall be laid down in advance in the legislation or expressed in government and Swedish Gambling Authority regulations. Rules that apply to, for example, the technical management of data servers, gambling product certification, management requirements, regulatory changes, authentication systems for identity control or self-shutdown systems shall be specified in the form of a regulation or provision.
The fact that it is a party other than the Gambling Authority that is responsible for inspection, testing and certification and the basis for gambling licences will likely have a major impact on the operator. The accredited body responsible for inspections, testing, certification and the issuing of certificates will be a private operator rather than a government agency.
13. Should special consideration be given to small businesses when drafting the regulations?
There are no reasons for particular consideration regarding other smaller gambling companies, as only Svenska Spel is concerned.
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