Rhode Island Department of Revenue
Lottery Division

TO: Joseph Codega, State Budget Officer
Sharon Ferland-Reynolds, House Fiscal Advisor
Steven Whitney, Senate Fiscal Advisor

FROM: Mark Furcolo, Director of Lotteries
DATE: May 2, 2022
RE: Outstanding Items from REC Testimony

Pursuant to our testimony to the Revenue Estimating Committee on Friday, April 29, 2022, we
committed to providing the Committee with additional information. I believe all the requested items
are addressed below, but please let me know if you have any questions on the material or if I omitted
anything.

1. How do our casinos performance compare to competitive casinos?
Please see the attachment.

2. Are Bally’s Lincoln hotel guests mainly carded/program guests, or paying guests?
Monday through Thursday the hotel is majority occupied by visitors paying market rates, with
some rooms reserved for carded/program players. During the weekends, the majority of rooms are
reserved for carded/program players and the rest of the rooms are left open for visitors at market
rates.

3. What is the sports book hold percentage utilized in the Christiansen study, or what is a long-term
sustainable rate?
Attached is a recent article on the Massachusetts Sports Betting bills which references a national
average hold percentage of 7.2%.

Through a subcontract with IGT, Sportsbook RI utilizes Caesar’s Sportsbook as our Bookmaker,
and they advise us to use a long-term rate between 7% and 8%.

New Hampshire commenced their sports book operation in December 2019. Their hold has been
6.57% since inception and 5.72% YTD FY22. They utilize DraftKings as their Bookmaker.

The Christian study does not indicate what they assumed as their hold rate.

4. What is the potential upside from the increase to the mean average non-Keno payouts? From this

question I committed to checking my analysis/forecast as to the potential upside from the increase.
The result of that projection is below:
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FY '23 FY '24 FY '25

Total Incremental GGR from Instant Tickets $ 884,940 $ 2,936,896 $ 5,992,815
GF Transfer Opportunity (GGR-Commissions) $ 488,985 $ 1,975,756 $ 4,230,329

5. What are the starting jackpot amounts for Mega Millions (MM) and Powerball (PB)?
Pre-COVID both games had minimum starting jackpots of $40M. If there is no jackpot winner for
a particular drawing, PB had a minimum jackpot increase of $10M and MM had a minimum
jackpot increase of $5M.

Due to COVID, both games minimums were reduced to $20M and if they roll, the amount of the
new jackpot is based on sales volume — there is no minimum increase.
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Massachusetts Senate voted Thursday to legalize sports wagering here, but lawmakers will have
to reconcile the many differences between the Senate’s bill and the one that passed the House
last summer before any bets can be placed.

Senate President Karen Spilka took heat in recent months, including from House Speaker Ronald
Mariano, for seemingly slow-walking sports betting through the Senate. She said she wanted to
ensure that there was consensus around any legislation she brought to the floor and it appears
she secured some kind of understanding: senators unanimously agreed to let the bill (S 2844)
pass on a voice vote, meaning that senators were not called to individually vote ‘yes’ or ‘no.

“I am proud to say that this bill is a product of a thoughtful, deliberative process that takes into
account the lessons learned in other states who rushed into legalization. Some may wish we had
acted sooner, but | am convinced that the time we took resulted in a final product that will be a
national model for responsible sports wagering,” Senate Ways and Means Chairman Michael
Rodrigues said at the start of debate Thursday. “The Senate Ways and Means proposal
maximizes the benefits for the commonwealth and minimizes harms to consumers and the
general public.”

The Senate bill would generate an estimated $35 million in annual tax revenue for the state by
allowing people 21 or older to bet on professional sports at the state’s casinos, slot parlor and up
to six other brick-and-mortar sportsbooks, and through online or mobile platforms while
physically present in Massachusetts.

The Mass. Gaming Commission would regulate sports betting and license the operators in
Massachusetts, and the Senate bill would require numerous consumer safeguards to protect
against problem gambling similar to those put in place for casinos when Massachusetts
expanded gaming in 2011.

But the bill the Senate passed differs from the legislation the House approved 156-3 last
summer in a handful of significant ways: its prohibition on betting on collegiate sports, its
substantially higher tax rates, and its whistle-to-whistle ban on sports betting ads during live
sports broadcasts. As soon as next week, the House and Senate could appoint a conference
committee to hash out the differences with the goal of having a compromise bill that could be
approved before the July 31 end of formal lawmaking for the year.

“There are always differences on complicated pieces of legislation between the House and the
Senate. My hope would be that they would both work to get something to our desk that we can
sign by the end of the session,” Gov. Charlie Baker, who first filed his own sports betting bill in
January 2019, said Thursday.

Since the U.S. Supreme Court in 2018 gave states the ability to legalize sports wagering, 33
states — including neighboring Rhode Island, New Hampshire, Connecticut and New York — and
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“Because we waited, we learned a lot,” Sen. Eric Lesser, the Economic Development Committee
chairman who has been the Senate’s point person on sports betting, said. “We learned what
works, we learned what doesn't work. We learned what you need to do to make sure you've got a

competitive market and a really good product, a high-quality product, for consumers. That's really
important.”

But Senate Minority Leader Bruce Tarr, one of a handful of senators who have publicly clamored
for the branch to consider a betting bill, said Thursday that while he was glad a bill finally
emerged, the Ways and Means Committee bill was not the best possible product.

“Itis important that we do take this step ... so that we can reap the benefits of an industry that is
happening all around us and by many accounts, one that’s happening illegally within the borders
of the commonwealth of Massachusetts. But in order for us to do that successfully, we have to
have legislation that authorizes a viable industry,” Tarr said. He added, “On that front, this bill
does demand improvement in the way that it handles the taxation rate, in the way that it deals
with advertising and in the way that it deals with collegiate sports, to name a few.”

Collegiate Betting

While a handful of amendments to expand the Senate’s bill to allow for betting on college
athletics were filed, only Sen. Patrick O'Connor spoke about his on the Senate floor. He offered
three amendments: one that would have allowed for betting on college sports, eSports and
amateur athletic events like the Olympics, one that would have just expanded the underlying bill
to allow for college betting, and one that would allow betting on college sports when there is no
Massachusetts team involved.

“To expand this bill and to allow [betting] on college sports, eSports and commission-approved
amateur sporting events, | think, is imperative. Bettors in Massachusetts are currently betting
illegally on college sports, largely in the black market or offshore websites which have no
obligation to detect or report concerns regarding the integrity of the games,” the Weymouth
Republican said.

A few hours after asking that the three amendments be put on hold to allow for more discussion,
O’Connor withdrew all three without further comment.

A total ban on collegiate betting would make Massachusetts an outlier among states that offer
legal sports wagering. Oregon does not allow any collegiate betting through its commercial
operator, but most states that have legalized betting allow at least some wagers on college
sports.

The three New England states that have legalized sports betting limit which collegiate events
bettors can wager on. Rhode Island and New Hampshire both prohibit bets placed on games
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the UConn Huskies to win the NCAA basketball tournament, but cannot bet on individual UConn
games.

The Senate’s collegiate betting prohibition also puts the branch at odds with the Massachusetts
House and Mariano, who drew a line in the sand on Bloomberg Baystate Business last summer

and declared that leaving collegiate betting out of any bill “probably would be” a dealbreaker for
him.

Though Baker’'s own sports betting bill proposed to exclude college sports, he reiterated
Wednesday afternoon that he could accept a framework that included betting on college sports
because it's already happening in neighboring states.

A survey conducted by the National Council on Problem Gambling in 2018 found that
professional football was far and away the most popular sport to bet on in Massachusetts, with
83 percent of Bay State sports bettors surveyed reporting having put a wager on a pro football
game in the previous year. The next most popular sport to bet on in Massachusetts was baseball
(32 percent), followed by college basketball (31 percent), college football (28 percent) and
professional basketball (19 percent). The survey, however, did not speak to how much money
was wagered on each sport.

Tax Rate

As released by the Ways and Means Committee, the Senate’s betting bill would tax operators at a
rate of 20 percent of gross sports wagering receipts from bets placed in person and at a rate of
35 percent of gross sports wagering receipts from bets placed via a mobile or digital platform,
rates that would put Massachusetts at the high end of tax rates on sports wagering revenue.

The House bill called for a sportsbook’s revenue from in-person bets to be taxed at 12.5 percent
and revenue from mobile wagers to be taxed at 15 percent, and Tarr offered an amendment
Thursday to change the Senate’s tax rates to match what the House adopted.

“The economics are very simple. If you want to have a successful sports wagering business in the
commonwealth of Massachusetts, the rates that are in the bill have to be abandoned and we
have to adopt more realistic rates that are reflected in this particular amendment,” Tarr said.

Rodrigues asked that senators vote the amendment down and said “one of the missions of this
particular bill was to provide the best benefit for the commonwealth’s citizens and taxpayers, not
the best benefit for the online gaming operators that want to work here.”

The minority leader's amendment was rejected on a 4-35 vote with Democrat Sen. Walter Timilty
joining the Senate’s three Republicans voting in favor.

CimAarvinlhAanla ArnAavrata it AraAall mvaAfidr mmAarAina AnA maAant AF FhhA mAKn A InAttAvra mlitnl, AAvana in
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numbers when states report their take from the activity. New Jersey, which has the most robust
sports betting market outside of Las Vegas, reported a monthly handle of $1.12 billion in March,
which meant $66.4 million in revenue for operators and about $8.2 million in revenue for the
state.

“[N]ationwide, the average hold for sportsbooks is 7.2 percent. Even in the most productive
sports betting state, New Jersey, sports betting brings in roughly 20 times less revenue than the
lottery and is only a fraction of total casino gambling revenue,” NCSL wrote in March 2021. “Still,
the potential revenue has been a big selling point for legalizing sports betting in many states.”

While $35 million in annual revenue is nothing to sneeze at, the expected state revenue haul from
sports betting pales in comparison to other sources. For example, the state’s two casinos and one
slots parlor generated $28.6 million for the state in March alone, and the state has raked in about
$304.44 million from the three facilities in the last year — more than five times the highest
estimate for annual sports betting revenue for the Bay State.

Advertising Ban

The Senate bill would ban sports betting ads immediately before, during and immediately after
live broadcasts of sporting events, similar to an ad ban that has been employed in the United
Kingdom.

The legalization of sports betting has led to a deluge of sports betting ads around the country.
For the operators, aggressive advertising is a fact of doing business in a growing field in which
numerous deep-pocketed companies are competing to keep their existing customers and attract
new ones. But for expanded gambling opponents and public health advocates, the ad surge is a

Massachusetts.

The Gaming Commission has already taken notice of the relentless ads and in October the
agency'’s director of research and responsible gaming recommended that Massachusetts
consider a whistle-to-whistle ban on betting ads. “So if we head down that path, it's something

that | think should be really closely considered,” Mark Vander Linden said.

O'Connor attempted unsuccessfully to strip the bill of its ad ban and replace it with the same
advertising and marketing restrictions as were included in the House bill, telling colleagues that
“the language in the underlying bill simply goes too far.”

“First, there’s a practical problem. Legal sports betting occurs in almost all of our neighboring
states, all of which share television markets with the commonwealth. How do we stop ads from
reaching Massachusetts residents? Are we going to regulate NESN and tell them, ‘OK, you can
broadcast DraftKings to your fans in New Hampshire, Connecticut and Rhode Island, but not in
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not one other state of the 32 states that legalized sports betting has anything even similar as far
as the limitations that the underlying bill has, is very concerning and cuts against any justification
in my opinion, for the restrictions that we're putting in place.”

1

Early in Thursday’s session, Sen. Lesser requested that the Senate take a recorded roll call vote
on passing the bill, but later in the session Lesser asked for unanimous consent to withdraw his
roll call request and none of his colleagues objected, leading to the voice vote. Lesser was
unavailable for comment after session.

(Copyright (c) 2022 State House News Service.
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