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[ Sports advertisement gambling laws ]

Since the Gambling Act 2005 came into force in September
2007 the UK is considered one of the most liberal yet well
regulated sports gambling sectors in the world.

The Act established the Gambling Commission as the
principal regulator of commercial gambling in the UK.

Since 2007 sports gambling has been one of the fastest
growing sectors of the gambling market. It can be said that
this is a result of the advances in technology. For instance,
viewers of live television football matches are bombarded at
half-time with numerous betting companies offering special
odds on certain events happening in the second half, like the
final score or next goal-scorer. Furthermore, the shirts of the
football teams playing in the televised game often carry
sponsorship by gambling companies, and there is almost
always odds being advertised on the electronic boards around
the edge of the field of play.
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There is a concern as to how large the effect may be on the young children and other vulnerable persons who also
watch televised sport. Research from Australia, another Commonwealth country, shows that children can name, on

average, two or three betting firms and discuss their favourite sports teams in terms of odds.

The Gambling Commission licence terms require that licensees comply with the relevant advertising codes of
practice; found in Part 16 (s. 327-333) of the 2005 Act. The Advertising Standards Authority emphasises that
“gambling advertisements and marketing communications for gambling products are socially responsible, with
particular regard to the need to protect young persons under 18 and other vulnerable persons being harmed or
exploited by advertising that features or promotes gambling”. There is a general ban on advertising such on
television before 9pm.

Fq.q_f" il
1 L

There is, however, a significant shortcoming in the
current regulatory regime that is demonstrated by
the statistic that around 80% of online gambling in
the UK is conducted by operators outside the
jurisdiction and therefore not licensed by the
Gambling Commission. This was acknowledged by
the UK Government in December 2012 when it
published a short draft Gambling (Licensing and
Advertising) bill whose primary purpose is to
require overseas gambling operators to obtain a
Gambling Commission’s licence in order to provide
services or advertisements to British-based
consumers.
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MPs in Australia are considering a complete ban on all gambling advertising and live odds updates during sports
broadcasts and at stadiums. Presented to the Federal Parliament was a 20,000-signature petition demanding action.
Australia also has the additional issue of so-called ‘cash for comment’ where commentators and guests are paid to
mention gambling odds. This would also have been banned under the new bill, but broadcasters themselves have
agreed to voluntarily implement new restrictions outlined last week by Australian Prime Minister, Julia Gillard, to

avoid the legislation being introduced.

There is a major threat of addiction and associated ills that sports gambling can bring. But it has been argued that in
the not too distant future, restrictions on sports gambling advertising will go the way tobacco and alcohol

advertising did in the 1990s and 2000s.
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HOTSPOT IN SPORTS
NEWS

Nike ends relationship with Lance Armstrong

In 2012, Lance Armstrong, the most decorated, celebrated and
controversial rider in cycling history, was stripped of his seven Tour
de France titles after refusing to contest charges of doping, drug
trafficking and administering of drugs to others, according to the
United States Anti-Doping Agency.

Following years of denials, Lance Armstrong admitted to Oprah K&
Winfrey in January 2013 that he did use performance-enhancing drugs Z&g
during his run to seven Tour de France titles. Nike has snatched its
support from the fallen cyclist’s former charity, Livestrong, marking
the end to the nine-year campaign to raise money by selling yellow
bracelets. The partnership began in 2004 and brought more than §
$100m to the foundation that has renounced its founder.
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Nike and other sponsors, including Oakley and Trek, backed Armstrong right up until all of his legal
options ran out, forcing him to confess to using performance-enhancing drugs and methods throughout his

career.

In the past, Armstrong skilfully deflected accusations about his doping by
changing the subject to his charity work. All too often, a challenge to
Armstrong was portrayed as support for cancer.

Alongside, Nike gave Armstrong an enormous platform to downplay the
accusations, airing a television advertisement in which Armstrong said,
‘Everybody wants to know what I’'m on. What am | on? I’m on my bike
busting my ass six hours a day. What are you on?’

Armstrong was not ultimately charged with crimes, but he is currently a
defendant in numerous lawsuits seeking to collect some of the tens of millions he collected from sponsors
and other underwriters.

In October 2012, the US Anti-Doping Agency stripped Armstrong of his titles and called his teams ‘the
most sophisticated, professionalised and successful doping program that sport has ever seen’.
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Michael Jordan’s Chinese law suit

After two decades on the basketball court, Michael Jordan is
currently learning the rules of defence and offence in a
different game: the Chinese legal system. Qiaodan Sports
Company Limited (“Qiaodan Sports*), a Chinese sportswear
company, are throwing their legal dispute with him back into
his court.

Michael Jordan’s fame in China is long-standing. He was
first seen on Chinese television playing for the 1984 gold
medal-winning US basketball team at the Los Angeles
Olympics. Since then, he has become hugely famous in
China, both under his English name but also under his
8 Chinese name “7%1” which is the Chinese equivalent of the
: - — =& name “Jordan”. This Chinese name is shown in pinyin, the
off|C|aI system which is used to transcribe Chinese characters into Latin script, as “Qiaodan”. Whilst
Michael Jordan registered trademarks for “Jordan” in English in China as far back as 1993, he never
applied for any registered trademarks for “7%}” nor for the pinyin representation “Qiaodan”.

Qiaodan Sports first applied to register the name “Qiaodan”, when they applied to use the name with the
logo of a baseball player at bat. They also filed several trademark applications for “#+}” and “QIAO

Sports Law Periodical 3% 2013 -8 -
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DAN”, which were approved for registration in 1998. Qiaodan Sports have been using their “Qiaodan”
and “F¥F}” brands since 2000 and have made significant brand-building efforts over the years. Qiaodan

Sports currently own about 6,000 shops in China which trade under the “QIAO DAN” name.

In November 2011, Qiaodan Sports won approval from the China Security
Regulatory Commission for an IPO of 112.5 million shares to raise about
RMB 1.1 billion (approximately USD 178 million). On 21 February 2012,
§ just as Qiaodan Sports were set to debut on the stock market, Michael Jordan
commenced proceedings against Qiaodan Sports for the unauthorised use
of his name at Shanghai No. 2 People’s Intermediate Court. He claimed
that Qiaodan Sports were illegally using his Chinese name and his jersey
number 23 on their products without his permission. Since Michael Jordan
has never registered any trademarks for his Chinese name, his claim is based
on the grounds that Qiaodan Sports’ use of his Chinese name was in breach
¥ of his rights in his Chinese name. He demanded that Qiaodan Sports stop
¥ using the name and the trademarks and requested compensation.

Whilst Chinese law generally protects parties who hold registrations and
who file early for them, this does not mean that it is open season to register
the names of famous people, even if they do not have registered
trademarks. Specifically, Chinese law protects the right of personal name
under Article 99 of K E#I| (General Principle of Civil Law) and

prohibits mfrmgement of the naming rights of individuals under Article 2 of ®EM T {F % (Torts
Liabilities Law). These principles are also reflected in Article 31 of #E#5)% (Trademarks Law) which
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provides that an individual’s name rights shall be protected as a prior legitimate right.

In its defence, Qiaodan Sports contended that the Chinese name “#+J}” and its pinyin representation
“Qiaodan” were only a translation of the English word “Jordan” and that they were not Michael Jordan’s
real name or full name. It noted that there were about 4,600 Chinese citizens with the name “Qiaodan” and
even more foreigners that have translated their names to “Qiaodan”. As such, it argued that “7+#}” and
“Qiaodan” should not belong exclusively to Michael Jordan. F 4

These proceedings were brought following recent decisions by
the Chinese courts in favour of protecting the naming rights of
other well-known basketball players such as Yao Ming in 2011
and Yi Jianlian in 2010. A Chinese court ruled for former
NBA player, Yao Ming, who challenged Wuhan Yunhe Sharks
Sportswear Company for using his name and the logo “Yao
Ming Era” on its products. The company was forced to stop
using the name and to pay RMB 300,000 (approximately US
$48,600) in damages. Another NBA player, Yi Jianlian, won
against Fujian Yi Jianlian Sport Goods Company at a Chinese
court which held that an individual’s name right should be
recognized as a prior right. K Al

To slam-dunk his naming rights claim, Michael Jordan needs to establish that, firstly, he is a famous public
figure and his fame under his Chinese name preceded Qiaodan Sports’ trademarks, secondly, Qiaodan
Sports has acted in bad faith by intentionally using his Chinese name or other personal attributes without
his permission, and thirdly, the use of his Chinese name or other personal attributes has injured him by

Sports Law Periodical 3%, 2013 - 10 -
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causing confusion among consumers who misguidedly associate Qiaodan Sports or their products with him.

The Shanghai court accepted this case on 1 March 2012, and there has not yet been any verdict so far.

In an interesting twist to this case, on 26 March 2013, Qiaodan Sports threw the ball back into Michael

Jordan’s court and countersued him for an apology and damages at the
Quanzhou City Intermediate People’s Court in Fujian, alleging that the above
lawsuit has tarnished its reputation and thwarted its plan for an IPO on the

Shanghai stock exchange. The Fujian court accepted the case on 2 April .

2013.

Many sports companies in China have been looking to capitalize on the sudden [ ==

popularity of NBA surprise standout, Jeremy Lin, by selling jerseys and t-shirts
bearing his Chinese name, Lin Shuhao, or his English name. The Financial and
Economic Committee of the National People’s Congress recognises that there are
many businesses who register the names of celebrities as trademarks, affecting the
rights and reputation of these celebrities and public interests. Therefore, they have
already made recommendations to the Legislative Affairs Office of the State Council

for amendment to BE#5% (Trademarks Law) in order to give additional protection

to the naming rights of individuals. Regardless of whether these recommendations

are adopted, it is clear that a foreign celebrity should not assume that his or her name rights necessarily extend to
Chinese equivalents of a celebrity’s name, such as “7§J}” or the pinyin representation of the celebrity’s name such
as “Qiaodan”. The primary lesson of these cases is that, as well as registering their name in Latin characters,
celebrities should, at an early stage, invest time and money in registering the Chinese equivalent of their name in

order to avoid third parties in China from registering it before they do.
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UK Anti-Doping signed agreement with NHS Protect

UK Anti-Doping (UKAD) has signed a
Memorandum of Understanding (MoU) with NHS
Protect, setting out clear guidelines for sharing
information in the fight against the supply and
& trafficking of doping-related substances and
activities in sport.

This latest development enhances UKAD’s ability
to prevent, deter, detect and enforce any
anti-doping rule violation in all sports under the
World Anti-Doping Code, reaching out to a new
audience within the National Health Service.
Partnerships with external agencies have proven
vital in the organisation’s work to date, leading to the successful prosecution of anti-doping rule violations.

Information will be shared with UKAD by NHS Protect when it relates to the detection, deterrence,
enforcement or prevention of an anti-doping rule violation. UKAD will share information with NHS Protect
when it relates to the illegal prescribing, supplying, administering or disposing of NHS drugs within, or for,
an NHS body.
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NHS Protect leads on work to identify and tackle crime across the NHS. Its purpose is to safeguard NHS
resources so that the NHS is better equipped to care for the nation’s health.

Minister for Sport, Hugh Robertson said: “Drug cheats have absolutely no place in sport and in the UK we
are working hard to ensure we not only catch the cheats but the suppliers and traffickers that put banned
substances in their hands. The partnership between UK Anti-Doping and the NHS, with information sharing
at its heart, will play an important role in the continued fight against doping.”

UK Anti-Doping Chief Executive, Andy Parkinson
continued: “Formal links with external agencies are
fundamental to ensuring that UK Anti-Doping has
access to valuable information, allowing us to focus on
those wishing to gain from the supply and trafficking of
prohibited substances.

“When creating UK Anti-Doping as an independent
agency in 2009, our vision was to build a centralised =~/
body that firstly removed the conflict of interest for RS
sports in the area of doping and secondly allowed us to
establish partnerships with public authorities.

“Today, we are delighted to formalise our relationship ~ :
with the NHS and strengthen our ability to tackle the supply of doping- related substances, particularly in
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relation to administration. This should send another clear message to those who are considering becoming
involved in doping activities, that we are doing all we can to protect the rights of athletes to participate in
clean sport.”

Richard Rippin, NHS Protect's Head of Information and
Intelligence, said: “NHS Protect leads on work to
identify and tackle crime across the health service,
including fraud and the theft of controlled drugs. UK
Anti-Doping is one of the organisations with which
NHS Protect shares intelligence and information, which
ultimately helps both organisations prosecute and deter
criminals.”

Ivana Bartoletti, NHS Protect's Information Governance
Lead, added: “Sharing information, within strict legal
boundaries, is crucial to increase cooperation between
organisations to tackle crime. Our MoU with UK
Anti-Doping gives a solid legal framework for this data
sharing.”

Sports Law Periodical 3%, 2013 - 14 -
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International Sportslaw
Practice

FINANCIAL FAIR PLAY AND THE ABILITY OF EUROPEAN FOOTBALL
CLUBS TO RAISE FINANCE — PART 2

. Common methods by which football clubs raise finance

Deloitte has noted that, whilst clubs have sought to utilise various mechanisms
(including stock market listings, securitisation, bank loans and benefactor
support) to help fund increased expenditure, commercial reality, in the form of
limited availability of such funding opportunities, may finally bring about a
change in behaviour 1. That being said, UEFA has made clear that it is not
“anti-debt”, as long as the debt is being serviced (i.e. the club’s profit is
covering the debt interest payments) 2 . If the effect of the Regulations (and
any equivalent regulations adopted by the Premier League and the Football
League) is to improve the credit and financial sustainability of football clubs, financiers may in fact become more
willing to provide finance to those clubs in the future, and perhaps on better terms.

The second part of this article will focus on three mechanisms commonly used by football clubs to raise finance and
examine in-depth the effect the Regulations may have.
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There are three methods most commonly used by football clubs to raise finance:

: obtaining a loan in exchange for the provision of security - for example, by way of assignment of receivables,
a debenture, or a guarantee;

: selling or discounting receivables to a financier - for example, a club's entitlement to prize money or
broadcasting revenue (i.e. "Central Funds", in the case of the Premier League), or a transfer fee owed to it; or

financing of transfer fees by means of the transfer (indorsement) of promissory notes to a financier.

Loan and security

In consideration of a financier providing a loan facility (the "Facility") to a club under a loan agreement (the "Loan
Agreement"), a financier will usually require the club to grant security to it over certain of the club's assets.

Typically, the Facility is secured by an assignment of the right to certain amounts due from the Premier League or
the Football League in respect of match broadcasting fees (the Assignment”). Even though the Assignment is
stated to be enforceable only following a default by the borrower, the Notice of Assignment may direct the Premier
League or the Football League (as applicable) to pay the amounts due to the borrowing club (the "Borrower™) in
respect of the assigned receivables on or around each repayment date under the Loan Agreement to the financier.
Those amounts may then be applied by the financier towards satisfaction of the relevant repayment amount under
the Loan Agreement (or, in certain instances, the financier may hold such amounts on account).

The security granted by the Borrower in favour of the financier, to secure its obligations under the Loan Agreement,
may also take the form of:

: a debenture, including a floating charge over all of the assets and undertakings of the Borrower, as well as a
fixed charge over certain specific assets of the Borrower; and/or
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a guarantee (usually from a director of the Borrower or the Borrower's parent company), guaranteeing the
obligations of the Borrower under the Loan Agreement and any security documents; and/or

security over the shares in the Borrower.

Sales of receivables

Instead of taking security over a club's income, a financier may instead enter into an arrangement for the outright
sale of receivables by means of a receivables sale agreement (the "RSA"). In consideration of the financier paying
a "purchase price" equivalent to the expected receivables discounted at an agreed amount to a club, the club assigns
to the financier its rights, title and interest in and to a specific receivable (such as the right to certain distributions of
UK broadcasting monies from the Premier League or the Football League or the right to transfer fee instalments).

The main difference between an RSA and a security assignment is that, under the RSA, the financier becomes the
legal owner of the receivables at the date of the initial assignment. Under a security assignment, it is merely entitled
to exercise its rights as assignee of the receivables as one means of enforcing its security.

Financing of transfer fees by means of promissory notes

It is typical for amounts due from one club to another under a transfer agreement to be paid in instalments,
especially if the purchasing club is not particularly cash rich, as it will seek to spread the purchase price instalments
over a longer period of time (and may also try to negotiate for a higher proportion of the transfer fee to be
performance-related). Cash rich clubs, on the other hand, may prefer to make up-front payments, especially when
purchasing from abroad, so as to minimise the risk of adverse exchange rate fluctuations. Where the purchasing
club has negotiated to spread the instalments of the purchase price over a period of time (typically two to three
years), the selling club may wish to realise all of its expected income early and to sell the future receivables. This
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could be done by a sale of receivables (as outlined above). Alternatively the selling club (to whom the money is
owed) may request that the buying club (who owes the money) may issue a promissory note to it in respect of the
remaining transfer instalments. This will allow the selling club to transfer such promissory note (by way of
"indorsement") to a financier, in exchange for which the financier would pay a discounted amount representing the

present value of the future cash flow (as well as the financier's margin or fee) to the selling
club.

In addition to the promissory note, the parties to this type of financing arrangement would typically enter into a side
agreement which sets out the terms and conditions on which the indorsee (the "purchaser" of the promissory note)
has agreed to purchase the promissory note from the selling club. The side agreement would typically include
various representations and warranties from the buying club in favour of the financier relating to the promissory
note or the underlying transfer agreement, but would not typically include the more general representations,
warranties or undertakings provided for in a Loan Agreement or an RSA.

Take, for example, a player who has been sold by a selling club (Club A) to a purchasing club (Club B) for £20m,
with the instalments of the purchase price being payable in four equal instalments, £5m on signing and £5m on the
anniversary of the date of signing for three years thereafter. Club A is owed £20m in four instalments. Club B's debt
to Club A is £20m. One month after signing, a bank may agree to discount the remaining £15m instalments by
"purchasing" the right to receive those instalments (whether by means of a purchase of receivables or the
indorsement of a promissory note) for a discounted amount which would take into account both the "time value of
money" and the "margin" that the bank wishes to make from the transaction. The bank will pay the discounted
amount to Club A and Club B will, in time, pay each of the relevant transfer fee instalments to the bank rather than
Club A. Club B's debt remains the same (i.e. £20m). Club A may receive less but it benefits by receiving its money
early and may transfer any credit risk to the financier.
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INTRODUCTION

OF SPORTS LAW GROUP

Sports Law Service Scope

1, Provide legal consulting service about the composition and structure of all kinds of sports clubs;

2, Draft sponsorship agreements, commercial agreements and the license agreements;

3, Provide legal consulting service about traditional and emerging commercial case;

4, Provide legal consulting service about events, sports organization and management;

5, Provide legal services of intellectual property protection in sport brands, especially related to sporting goods and
clothing brands;

6, Provide legal opinions in signing contracts with the athletes, their initiation and transfers;
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7, Provide legal consultancy services in the construction of sports venues, financing, development, and other related
matters;

8, Solve disputes in the name of the professional athletes, coaches and sports clubs, sports brokers, departments in
charge of sports industry and sports goods, and apparel manufacturers;

9, Deal with product liability disputes and intellectual property disputes on behalf of sporting goods and apparel
makers;

10, Event promoters and sponsorship negotiations and drafting all kinds of related contracts for sports teams and

sports activities of the organizers.
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Service mode

1, Served as special counsel: each business will provide the whole
process, comprehensive , in-depth special services, and related specific
Issues.

2, Served as perennial legal counsel: each business will provide daily

legal consultation, dealing with daily legal affairs.

Thank you very much for your reading,

Edited by Shanghai dacheng sports business group, the information
is for reference only.

If you have any question, please contact us via email at

zhang.bing@dachenglaw.com.

Internal documents, only for communication.
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