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Sport is a major source of entertainment for people across the world. This is

shown in audience data reports for games especially seasonal championship

games like the World Cup, UEFA Champions League, Wimbledon, the

Olympics, the Dubai World Cup, etc. Sports viewership has increased due to

the availability of online streaming of games and matches. This audience has

created a market for sports betting, the history of which dates back to ancient

times in Greece, over 2000 years ago. With increased access to these games

via the internet and an ever-growing audience, sports betting has now, more

than ever, become a lucrative venture.

 

This article highlights regulatory challenges in the sports betting industry

and answers questions regarding the operation of a virtual sport betting

business and the use of cryptocurrency as a medium of exchange for online

betting transactions.
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Regulatory Challenges:

1.  Who is the regulator?

Some states in Nigeria have their own

lottery regulatory laws, for example, the

Lagos State Lottery Board (LSLB) for

Lagos State. There has been a tussle

between the National Lottery Regulatory

Commission (NLRC) and states who have

created their own independent lottery

regulatory laws. Lotteries are not

contained in the Exclusive Legislative List

and neither are they in the Concurrent

List. It is a trite principle of Nigerian law

that items not contained in the Exclusive

and Concurrent Lists are within the

legislative competence of the States. The

Pool Betting and Casino Gaming

(Prohibition) Act Repeal Order of 2007

repealed the Pool and Casino Gaming

(Prohibition) Act 1979 for the reason (as

stated in the preamble to the repeal order)

that Pool Betting and Casino Gaming are

residual matters within the legislative

competence of the states, in line with this

principle.   This would suggest an import

of the same reasoning towards the

National Lottery Act 2005. However, the

two regulators still exist side by side.

For the ease of business operations,

betting companies obtain licences from

the NLRC and the State Lottery Boards.

2.  Double the Regulators, Double the

Payments

The costs incurred in complying with the

regulations of both bodies strain the

company’s finances and do not augur

well for investment in the gaming

industry.

An application to the NLRC for a

sports betting licence requires a non-

refundable application and processing

fee of  N2,000,000.00 (Two Million

Naira) whereas an application to the

LSLB is N500,000.00 (Five Hundred

Thousand Naira).

The fee for a licence from the NLRC is

N100,000,000.00 (One Hundred

Million Naira) whereas the fee for a

licence from LSLB is N50,000,000.00

(Fifty Million Naira).

The licence holders are required to

pay a percentage of their monthly sales

turnover to the NLRC, to the National

Lottery Fund, and to the States Lottery

Board.

In addition to the monthly fees, the

LSLB requires the payment of Good

Causes Money, that is, 2.5% of the

company’s monthly sales turnover for

sports betting companies operating in

Lagos State.
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Can a Sports Betting Business be run

virtually?

The internet is a global space without

geographical boundaries and there are

businesses that exist virtually without

physical office locations. These businesses

are usually outside the regulatory space as

regulatory laws are territorial. This is also

applicable to sports betting businesses

especially as a large percentage of the

world’s population is online. A virtual

sports betting company would require a

huge investment in online advertisements

to reach its desired market, as well as a

dedicated customer service channel for

easy recourse when issues arise.

Can cryptocurrency be used as a

medium of exchange for online betting

transactions?

In Nigeria, the recognised legal tender is

the Nigerian Naira (N) but trading in

cryptocurrency is not illegal, unlike in

Morocco and Bolivia. There are no

regulations governing cryptocurrency

transactions regardless of the fact that

there is a large volume of crypto trading

activities on a daily basis in Nigeria. If a

betting company were to exist virtually,

there would be no restrictions to the use

of cryptocurrency as the medium of

exchange for betting transactions.

However, for a betting company with

physical presence in Nigeria who would

have to register information regarding its

operations including betting modalities,

terms & conditions of participation, and

game rules, there may be a challenge with

the regulators’ acceptance of the use of

cryptocurrency as the medium of

exchange, since it is not a recognised legal

tender under Nigerian law.
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Conclusion:

The financial obligations arising from the

existence of two regulators exercising the

same function over one business makes the

sports betting industry less attractive for

investments. It is best advised that the

regulatory tussle between the Federal and

State Lottery Regulatory Bodies should be

settled by the Legislature once and for all in

line with constitutional principles. Also,

considering the increasing volume of trading

activities in cryptocurrency on a daily basis

within the Nigerian space, appropriate

regulations and Know Your Customer (KYC)

rules should be released to govern

transactions in cryptocurrency.

 

Disclaimer:

This article contains general information on the

subject and does not serve as legal advice.

Chiamaka Ibeh is an Associate in the firm's

Corporate and Commercial Department. Her

areas of expertise include corporate and

startup advisory, taxation, and regulatory

compliance.

Email: chiamaka.ibeh@strachanpartners.com


